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Abstract

Islamic banking offers various Sharia-based financing contracts, yet some are used more often than others. This
qualitative literature study analyzes the concept and application of murabahah and musyarakah financing and
identifies the factors behind the dominance of one contract in practice, using descriptive-analytical analysis. The
literature analyzed comprises 25 references, including books, academic journal articles, fatwas of the National
Sharia Council of the Indonesian Ulema Council (DSN-MUI), and other publications on Islamic banking published
between 2000 and 2025. Sources were selected for their relevance to the concept and application of the murabahah
and musyarakah contracts, their Sharia foundations, and the factors shaping their implementation in Islamic
banking in Indonesia. The synthesis of the literature shows that murabahah tends to dominate because it offers
margin certainty, carries risks that are comparatively easier to estimate, and makes financing easier to manage and
supervise. Musyarakah, on the other hand, represents the principles of partnership and risk sharing through
capital participation and profit distribution based on mutual agreement. Its implementation faces challenges in the
form of business risk, supervisory complexity, and information asymmetry between the bank and the customer.
The dominance of murabahah is also related to considerations of transaction efficiency, risk management, financial
stability, and supervisory capacity. Developing musyarakah financing requires stronger governance, greater
transparency, and technology to monitor customers’ business performance. This study highlights the gap between
the partnership and risk-sharing principles of Islamic economics and a practice that favors certainty and ease of
management.

Keywords: Islamic Banking, Musyarakah, Profit-Sharing Financing, Transaction Costs.

1. Introduction

Over the past decade, the global Islamic financial industry has grown significantly and
has become an increasingly credible alternative within the world economy. The Islamic
Financial Services Board (IFSB) reported that global Islamic financial assets reached around
USD 3.88 trillion in 2024. This growth was supported by the expansion of Islamic banking,
the sukuk market, and Islamic insurance services. It reflects the growing role of Islamic
finance in a global financial system built on the principles of justice, transparency, and risk
sharing. In Islamic banking, financing is channeled through various contracts that must
comply with Sharia requirements, including the prohibition of riba, gharar, and maysir. Two
widely used contracts are murabahah and musyarakah, each with different characteristics
and financing mechanisms.

Murabahah is a sale-and-purchase contract in which the bank discloses the acquisition
cost of the goods and sets a profit margin agreed upon with the customer. Under this contract,
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the selling price and payment schedule are fixed from the outset, which makes it relatively easy
to apply in banking operations. Musyarakah, by contrast, is a partnership contract in which
two or more parties contribute capital to run a business. Profits are distributed according to
an agreed ratio (nisbah), while financial losses are borne in proportion to capital contribution,
unless negligence or a violation attributable to a particular party is involved. The two contracts
differ in transaction structure, income mechanism, risk sharing, and supervisory needs. Sale-
based financing gives certainty about the contractual payment amount, whereas partnership-
based financing ties the distribution of returns to business performance. Even so, murabahah
still faces default risk and Sharia compliance risk, while musyarakah requires adequate
information management and business monitoring. For this reason, it is not appropriate to
set the two contracts against each other on the assumption that one is more Islamic than the
other. Both should be assessed by how well their implementation conforms to Sharia, the
characteristics of customer needs, and the purpose of the financing.

These differences in characteristics also help explain why the two contracts are applied
differently in Islamic banking. Smolo and Nagayev (2024) describe features of Islamic banking
related to financing structure, assets, and risk sharing, although its stability still depends on
contract forms and operational practices. Tisdell and Ahmad (2018) discuss the tendency for
sale-based financing to prevail because it is comparatively easier to implement than
partnership-based financing. In practice, murabahah allows the bank to fix the selling price
and payment schedule at the start, whereas musyarakah requires assessing business
performance and calculating profit distribution on an ongoing basis. This does not mean that
murabahah is always safer or that musyarakah is always riskier, since the level of risk also
depends on customer quality, business sector, governance, and the bank’s ability to supervise.
The dominance of murabahah therefore needs to be analyzed through the contractual
characteristics and operational considerations behind the choice of contract.

In partnership-based financing, information asymmetry, moral hazard, and limited
monitoring are among the challenges that can influence a bank’s decisions. Pramesti and
Anggraini (2024) as well as Sabrina and Abd Majid (2020) discuss the obstacles to
implementing profit-sharing financing, which relate to business risk and the difficulty of
supervising customer activities. The study by Roziq et al. (2026) on the performance of
musyarakah financing in Indonesian Islamic banks also points to the importance of Islamic
business ethics and monitoring in managing risk and improving financing performance. These
findings show that the success of musyarakah depends not only on the characteristics of the
contract but also on how well the partnership relationship is managed. On the other hand, the
dominance of murabahah does not automatically mean that its implementation is free of
Sharia compliance problems. Ikhwan et al. (2025), through a systematic review of murabahah
practice in Indonesia, identified issues concerning margin transparency, asset ownership, and
Sharia supervision. This shows that operational convenience must still be balanced with
compliance with contractual requirements. In the Indonesian context, Irham (2025) shows
that the financing structure of Islamic banks is still dominated by murabahah compared with
musyarakah and mudharabah. Thus, the main issue is not simply which contract is used more
often, but how contractual characteristics, governance, and operational needs shape its
application without setting aside Sharia principles.

To explain this tendency in the choice of contract, agency theory and transaction cost
theory can serve as the basis for analysis. Agency theory explains the potential for conflicts of
interest and monitoring costs in contractual relationships where the parties hold different
information and interests (Jensen & Meckling, 1976). In musyarakah, the bank needs
sufficient information on the partner’s income, costs, and business performance to ensure that
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profits are shared as agreed. Information imbalance can heighten moral hazard and the need
for monitoring. In murabahah, on the other hand, the selling price and payment schedule
fixed in the contract reduce the dependence of the bank’s contractual income on the customer’s
reported business profit, although default risk and compliance risk remain. This perspective
is useful for understanding how monitoring needs and information control can shape a bank’s
consideration when choosing a contract. Transaction cost theory, meanwhile, holds that the
choice of contract form is influenced by the costs of searching for information, negotiating,
drafting agreements, monitoring, and enforcing contracts (Williamson, 1981). In musyarakah
financing, assessing business performance and calculating profit sharing continuously may
increase the need for supervisory resources. Murabahah may have procedures that are easier
to standardize, but it still requires verification of the transaction, asset ownership, and
compliance with Sharia provisions. Both theories are used to analyze operational and
governance considerations in choosing a contract, not to conclude that murabahah is always
more efficient or that musyarakah always costs more under every condition.

Viewed critically, previous studies show that the discussion of murabahah and
musyarakah covers contract characteristics, financing risk, and implementation obstacles.
Smolo and Nagayev (2024) offer a perspective on financing characteristics and the stability of
Islamic banking, while Tisdell and Ahmad (2018) discuss the tendency to use sale-based
financing. Pramesti and Anggraini (2024) and Sabrina and Abd Majid (2020) highlight the
obstacles to profit-sharing financing, while Irham (2025) describes the dominance of
murabahah in the financing structure of Indonesian Islamic banking. More recent findings by
Ikhwan et al. (2025) indicate that the dominance of murabahah also needs to be evaluated in
terms of Sharia compliance, while Roziq et al. (2026) stress the relevance of business ethics
and monitoring in managing musyarakah financing. Taken together, these studies show that
the choice of contract is related not only to payment certainty or business risk but also to
supervisory capacity, governance quality, and the conformity of procedures with Sharia
provisions. Nevertheless, studies of the conceptual characteristics of the two contracts and
studies of their operational considerations need to be integrated, so that the dominance of
murabahah is not explained merely as a result of ease of implementation, and musyarakah is
not viewed only in terms of its obstacles and risks. Integrating agency theory and transaction
cost theory can provide an analytical framework for understanding the relationship among
contract characteristics, information management, monitoring needs, and the operational
considerations of Islamic banks.

Based on the above, this study aims to analyze the concept and application of
murabahah and musyarakah financing in Islamic banking. The discussion covers the
definition and characteristics of the contracts, Sharia provisions, financing mechanisms, risk
sharing, and the operational considerations that affect their application. By integrating the
perspectives of agency theory and transaction cost theory, this study seeks to explain the
differences between the two contracts and the factors that may influence their use, without
contrasting their legitimacy in Islamic finance. The results are expected to contribute to the
Islamic economics and finance literature and to give banks a basis for matching financing
contracts to business characteristics, customer needs, supervisory capacity, and Sharia
compliance principles.
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2. Literature Review

2.1. Banking
According to Putera (2020), banking covers the activities and processes of collecting

funds from the public and channeling them back to meet financial needs. In carrying out the
intermediation function, banks collect funds through savings, current accounts, and time
deposits, and then distribute them to the public through various forms of financing or credit.
Banks also provide financial services such as fund transfers, payments, and the use of debit
and credit cards (Dalimunthe & Lubis, 2023). In Islamic banking, this intermediation function
is carried out through contracts that must comply with Sharia principles. The choice of
financing contract is therefore related not only to fund distribution and risk management but
also to the characteristics of the transaction, the income mechanism, risk sharing, and
fulfillment of Sharia requirements. These aspects form the basis for understanding the
differences in how murabahah and musyarakah financing are applied in the operations of
Islamic banks.

2.2, Murabahah Financing
Etymologically, murabahah derives from the Arabic words rabaha, yurabihu, and

murabahatan, which relate to the meaning of gaining profit. This concept is reflected in the
term tijaratun rabihah, meaning profitable trade, and in baa’u asysyai murabahatan, which
refers to selling goods at a profit. According to Ibn Jazi, a murabahah transaction takes place
when the seller informs the buyer of the cost price of the goods together with the profit the
seller wishes to obtain (Naf’an, 2014).

In Islamic banking practice, murabahah is a sale-and-purchase contract in which the
bank sells goods to the customer at a price made up of the acquisition cost and an agreed profit
margin. Transparency of the cost price and margin is an important characteristic of this
contract. This structure allows the payment amount to be fixed in the contract, but its
implementation must still meet Sharia requirements, including the validity of the sale
transaction and ownership of the goods in accordance with applicable provisions. Murabahah
needs to be distinguished from partnership-based financing because the bank’s income comes
from the agreed sales margin rather than from a share of the customer’s business profit.

2.3. Musyarakah Financing
Etymologically, musyarakah derives from an Arabic term related to the meaning of

combining, mixing, or including something together with another party. The term syirkah
comes from the root verb syarika (fi'il madhi), yashruku (fi'il mudhar?’), and syarikan,
syirkatan, or syarikatan (masdar), which refers to a partnership or association in a business
(Al-Munawwir Dictionary). In its linguistic sense, syirkah describes the joining of two or more
parts so that each becomes part of a shared whole.

In the context of Islamic banking, musyarakah is a cooperation contract between two or
more parties, each of whom contributes capital to carry out a business activity. Profits are
distributed according to an agreed nisbah, while financial losses are borne in proportion to
capital contribution, with attention to Sharia provisions on negligence and breach of contract.
Unlike murabahah, which rests on a sale-and-purchase transaction, musyarakah places the
parties in a partnership that calls for business management, openness of information, and
distribution of returns as agreed. For this reason, implementing musyarakah requires
adequate monitoring mechanisms and governance so that the rights and obligations of the
parties can be fulfilled proportionally.
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2.4. Theoretical Analysis and Previous Studies
Agency theory explains the potential for conflicts of interest and information asymmetry

in contractual relationships, which can raise monitoring costs (Jensen & Meckling, 1976). In
musyarakah financing, the bank needs to monitor the partner’s business performance to
ensure transparency and accuracy in profit sharing, and so may face moral hazard problems
(Ardiansyah, 2014). This perspective is complemented by transaction cost theory, which
explains that the choice of contract is influenced by the costs of information, negotiation,
monitoring, and enforcement of agreements (Williamson, 1981). Compared with
musyarakah, murabahah has a selling price and payment structure agreed from the start, so
it is relatively easier to standardize. Together, the two theories help explain the tendency to
use murabahah, but this does not mean the contract is always more efficient or that
musyarakah is always riskier.

Conceptually, murabahah is sale-based financing with an agreed margin, whereas
musyarakah is partnership-based financing with profits shared according to an agreed nisbah
and losses allocated in proportion to capital, with attention to Sharia provisions. These
differences affect the income mechanism, risk sharing, and monitoring needs, but they do not
show that one contract is more Islamic than the other. Smolo and Nagayev (2024) discuss
financing characteristics and the stability of Islamic banking, while Tisdell and Ahmad (2018)
explain the tendency for sale-based financing to dominate. Pramesti and Anggraini (2024) and
Sabrina and Abd Majid (2020) highlight the obstacles to profit-sharing financing, while Irham
(2025) shows the dominance of murabahah in the financing structure of Indonesian Islamic
banking. These findings indicate that the choice of contract needs to be understood through
contract characteristics, risk management, and supervisory capacity, not merely through
income certainty.

The synthesis of previous studies shows that discussions of the two contracts still need
to link contractual characteristics with the operational considerations that affect their use. The
dominance of murabahah cannot be explained sufficiently by ease of implementation, just as
the limited use of musyarakah does not automatically indicate weak application of Sharia
principles. This study therefore analyzes the concept and application of murabahah and
musyarakah by considering Sharia provisions, financing mechanisms, risk sharing, and the
perspectives of agency theory and transaction cost theory. This approach is expected to give a
more balanced understanding of the differences between the two contracts and the factors
related to their application in Islamic banking.

3. Methods

This study uses a qualitative approach with a qualitative comparative literature review
method to analyze the concept and application of murabahah and musyarakah financing in
Islamic banking. The review focuses on comparing contract characteristics, financing
mechanisms, risk sharing, monitoring needs, and the operational factors related to the
dominance of murabahah and the application of musyarakah. The literature reviewed
comprises 25 references, including books, scientific journal articles, fatwas of the National
Sharia Council of the Indonesian Ulema Council (DSN-MUI), and other publications on
Islamic banking published between 2000 and 2025. Sources were selected for their relevance
to the research objectives and to the discussion of the two contracts in the context of Islamic
banking in Indonesia.

The inclusion criteria were publications issued between 2000 and 2025 that are relevant
to the research objectives, particularly those discussing the concept and mechanisms of the
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murabahah and musyarakah contracts, the Sharia provisions governing both, their
application in Islamic banking, and the operational factors related to risk sharing, information
asymmetry, monitoring costs, and the choice of financing contract. Literature on agency
theory and transaction cost theory was also included where it supported the analysis of
contract characteristics and the operational considerations of banks. The sources considered
include scientific journal articles, academic books, DSN-MUI fatwas, and other relevant
publications that can be traced through Google Scholar or the relevant publishers. The
exclusion criteria were publications not directly related to murabahah or musyarakah
financing, writings that only discuss conventional banking without analytical relevance to the
research focus, sources that do not provide adequate information for the analytical categories,
and duplicate publications. Applying these criteria was intended to retain literature that
supports the conceptual comparison and the analysis of how the two contracts are applied in
Islamic banking.

Data were collected through documentation, by examining relevant information from
these sources. The information obtained was grouped into five categories: (1) principles and
mechanisms of the contracts; (2) profit and risk sharing; (3) information asymmetry and
monitoring costs; (4) tendencies in the application of murabahah and musyarakah; and (5)
the implications of contract characteristics for the operational considerations of banks. The
analysis was descriptive-comparative, comparing concepts and findings across sources to
identify similarities, differences, and explanations for the tendency to use each contract.
Differences in findings were examined in light of the focus and context of the sources cited.

The results of the comparison were then interpreted using agency theory and transaction
cost theory. Agency theory was used to explain the links among information asymmetry,
potential conflicts of interest, and monitoring needs, while transaction cost theory was used
to analyze considerations related to information search, monitoring, and contract
enforcement. Both perspectives were used to build a synthesis of the factors related to the
application of murabahah and musyarakah, without assuming that either contract is always
more efficient or riskier under every condition.

4. Results and Discussion

4.1. Research Results
Financing activity in Islamic economics is concerned not only with financial transactions

but must also meet the principles of justice, honesty, transparency, and the prohibition of riba.
Murabahah and musyarakah differ in transaction mechanism, profit sharing, risk handling,
and monitoring needs. These differences form the basis for analyzing how the two contracts
are applied in Islamic banking and the operational factors that may be related to the choice of
financing contract.

4.1.1. Foundation of Murabahah (Sale and Purchase Contract)
QS. Al-Baqarah: 275 ) )
Gl 31530 Y 3 5k W1 LR 5k ol Ay B (o Bl Gl 26 1 518 L) gl (i T 0T 2
i &
2553 50 b s Al 32 (35 (46 10 Lo Al L5415 3 (e ol fE izl 100 4 8 304

e

QS. Al-Baqarah verse 275 distinguishes sale from riba and provides the normative basis
for sale transactions that comply with Sharia principles. In a murabahah contract, the bank
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acts as the seller, disclosing the acquisition cost of the goods and setting a profit margin agreed
with the customer. However, a contract’s conformity with Sharia principles is determined not
only by the presence of a margin but also by the fulfillment of the requirements of sale and the
applicable contractual conditions.

QS. An-Nisa: 29
W a1 kel 1 500G 20 5t 26 el T (638555085 (e el 5 R V5 BB BT B a8 & sy O
“O you who believe, do not consume one another’s wealth in a vain manner,
except by way of trade that takes place on the basis of mutual consent...”

QS. An-Nisa verse 29 affirms the prohibition of acquiring wealth by illegitimate means
and the importance of the parties’ consent in a transaction. This principle is relevant to the
implementation of murabahah, particularly the disclosure of information on the acquisition
cost of the goods, the profit margin, and the selling price. Transparency is needed so that the
parties understand their rights and obligations and can agree to the transaction without
coercion. In Islamic banking, the implementation of murabahah also refers to DSN-MUI
Fatwa No. 04/DSN-MUI/IV/2000.

QS. Sad: 24
08 380 Slalls 15k s ) Rl 315 15358 0 oL il sty Jle i W) 03l 155l et 5 ol (385 1 54
Shs 3500 Wi A8 (@A 45 AA5 s s O

“And indeed, most of those who form partnerships wrong one another, except
those who believe and do righteous deeds...”

This verse shows that the concept of syirkah (business cooperation) is already
recognized in Islam, but it must be founded on faith, honesty, and responsibility. In the context
of musyarakah, this verse becomes the basis that business cooperation must avoid Al
(injustice), including profit manipulation or the concealment of business information.
Hadith of the Prophet Muhammad SAW

“Allah says: I am the third party of two people in a partnership as long as one of
them does not betray the other. If one of them betrays the other, I leave them.”
(Narrated by Abu Dawud)

The hadith narrated by Abu Dawud on partnership stresses trustworthiness (amanah)
and the prohibition of betrayal in cooperation. In the context of musyarakah, this value is
relevant to business management and to the disclosure of information on income, costs, and
business performance, which form the basis of profit sharing. The implementation of
musyarakah in Islamic banking also refers to DSN-MUI Fatwa No. 08/DSN-MUI/IV/2000.

Both contracts therefore rest on Sharia foundations that emphasize compliance with
transaction requirements, justice, transparency, and responsibility. The difference in contract
structure, with murabahah as a sale-and-purchase contract and musyarakah as a business
partnership contract, has implications for the income mechanism, risk allocation, and
monitoring needs. These differences are analyzed further through a comparison of the
characteristics and application mechanisms of the two contracts.
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4.1.2. Comparison of Characteristics and Financing Mechanisms

The differences between murabahah and musyarakah can be seen in the contract
structure, the role of the bank, the profit mechanism, loss allocation, and monitoring needs.
Table 1 presents a conceptual synthesis of the differences between the two contracts as a basis
for understanding their operational implications.

Table 1. Analytical Comparison of Murabahah and Musyarakah Financing

Aspect Murabahah Musyarakah

Sale and purchase with
disclosure of the acquisition cost
and an agreed margin

Role of the bank  Seller of the financed goods

Business partnership with capital
contributions from the parties

Contract
structure

Business partner contributing
capital

Profit is distributed according to an
agreed nisbah

The bank faces the risk of asset ~ Financial losses in principle follow

Profit mechanism Margin is set in the sale contract

ownership before the sale and the proportion of capital
Loss allocation payment risk after the contribution, with attention to
transaction, in accordance with ~ provisions on negligence and
the contract provisions breach
Asset ownership risk, Business risk, operational risk,
Main risks transaction operational risk, and information asymmetry, and
default risk business management risk
Focuses on transaction Requires monitoring of business
Monitori compliance, ownership and performance, financial statements,
onitoring needs deli . .
elivery of goods, and compliance with the
documentation, and payment partnership agreement

The selling price and margin are
agreed in the contract, but

Income . . Income depends on business
. actual receipts still depend on .
characteristics performance and the agreed nisbah
the fulfillment of payment
obligations
The transaction process is Verifying business results and
Operational potentially more standardized, monitoring the partner may
considerations but still requires adequate require more intensive information
controls and supervision

Allows sharing of business results,
but realized income may fluctuate
with business performance

Implications for Can offer higher predictability of
contract choice contractual income

Source: Author’s conceptual synthesis based on contract characteristics and relevant Sharia
provisions

Table 1 shows that the main difference between the two contracts lies in the contract
structure and the income mechanism. In murabahah, the selling price and profit margin are
agreed at the time of the contract, so contractual income is easier to predict than under a
mechanism of sharing business results. Even so, an agreed margin does not guarantee that all
income will be realized, because the bank still faces the risks of late payment, default, and
other risks related to carrying out the transaction.

In musyarakah, profits are distributed according to the nisbah agreed by the partners,
while financial losses in principle are borne in proportion to capital contribution. This rule
needs to be distinguished from losses arising from negligence, breach of agreement, or actions
inconsistent with a party’s obligations. Musyarakah therefore cannot be understood merely

TRANSPUBLIKA


https://ojs.transpublika.com/

Edy Anas Ahmadi et al. | Volume 5 No. 4 2026

as a risk-sharing mechanism; it is also a partnership relationship that requires adequate
governance and business information.

These differences also affect monitoring needs. In murabahah, monitoring mainly
concerns the conformity of the sale transaction, fulfillment of the contract provisions, delivery
of the goods, and payment of the customer’s obligations. In musyarakah, the bank needs
adequate information on the progress of the business, its income, its costs, and the partner’s
financial condition. This information is important for assessing business results and
determining profit sharing in accordance with the agreement.

4.1.3. Application Mechanism of Murabahah and Musyarakah
The fundamental differences between murabahah and musyarakah lie in their

contractual structures, profit mechanisms, and risk allocation. Murabahah is a sale-and-
purchase contract in which the acquisition cost and profit margin are disclosed and agreed
upon by the parties. However, an agreed margin does not guarantee the bank’s actual
profitability, as payment defaults and other transaction-related risks may still occur. In
contrast, musyarakah is a partnership contract in which profits are distributed according to
an agreed ratio (nisbah), while financial losses are generally allocated according to each party’s
capital contribution, subject to applicable Sharia principles and provisions concerning
negligence or contractual violations. These differences have implications for financing
procedures, monitoring requirements, and risk management in Islamic banking.

Table 2. Application Mechanism of Murabahah and Musyarakah

Stage Murabahah Musyarakah

Financing Application The customer submits arequest ~ The customer submits a
to purchase goods (house, business cooperation proposal
vehicle, business capital) to the to the Islamic bank
Islamic bank

Bank Analysis The bank conducts a financing The bank analyzes the
feasibility analysis business feasibility, business
(5C: Character, Capacity, Capital, prospects, and profit potential
Collateral, Condition)

Contract/Agreement The sale and purchase contractis  The capital cooperation

agreed between the bank and the
customer at the cost price +

contract is agreed with the
division of the profit-sharing

margin ratio
Fund Disbursement The bank buys goods from a The bank and the customer
supplier and then sells them to both contribute business
the customer capital
Management The goods become the property of The business is managed
the customer, and the bank does  jointly or by one of the parties
not take part in managing the according to the agreement
business
Profit The bank earns a fixed margin Profit is shared based on the
that was agreed at the beginning  agreed profit-sharing ratio
Risk The main risk is customer default Business risk is borne together
according to capital share
Role of the Bank Seller of goods (intermediary Business partner or investor
financing) (shahibul maal and/or syarik)
Settlement The customer pays fixed Business profit sharing is

installments until fully paid

carried out periodically
according to profit
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The comparison in Table 2 indicates that murabahah and musyarakah require different
approaches to financing administration and risk monitoring. In murabahah, the bank’s
primary responsibilities include ensuring compliance with the sale-and-purchase sequence,
disclosing the transaction price, and monitoring customer payments. In musyarakah,
monitoring also involves evaluating business performance, verifying financial information,
and ensuring that profit distribution follows the agreed nisbah. These distinctions suggest that
murabahah emphasizes transaction and payment controls, whereas musyarakah requires
more continuous business monitoring. This comparison represents a synthesis of the
contractual characteristics of the two financing schemes rather than the results of direct
testing or observation of bank operations.

4.2. Discussion
The reviewed literature shows that murabahah is widely discussed as one of the main

forms of financing in Islamic banking practice, compared with musyarakah. This tendency
can be understood through considerations of risk management, liquidity needs, and the
stability of the bank’s receipts (Kurniawati, 2021). From the perspective of financial
intermediation, banks collect and channel funds while taking into account risk and the
sustainability of their operations (Saputri et al., 2025). The characteristics of murabahah,
namely a selling price and margin agreed at the start of the contract, can help banks estimate
receipts based on the payment schedule. However, margin certainty in the contract does not
guarantee the realization of income or the bank’s profitability, since both are still affected by
the customer’s ability to pay, default risk, and operating costs.

From the perspective of agency theory, the differences in characteristics between the two
contracts can be analyzed through the potential for conflicts of interest and information
asymmetry among the parties involved. Jensen and Meckling (1976) explain that agency
relationships can give rise to agency costs when the interests of the parties are not fully aligned
and monitoring mechanisms are needed. In musyarakah, the bank as one of the partners may
have limited access to information on the income, costs, and performance of the business
managed by the partner. This information imbalance can make it harder to verify business
results and increases the need for monitoring. Even so, agency problems are not found only in
musyarakah. In murabahah, the bank still needs to ensure compliance with the transaction
stages, documentation, ownership of the goods before sale, and fulfillment of payment
obligations. The two contracts differ in the type of information that must be verified and in the
aspects on which supervision focuses.

The transaction cost perspective also helps explain these differences in operational
needs. Williamson (1981) places transaction costs and governance structures as important
aspects of understanding how economic relationships are organized. In musyarakah
financing, business assessment, performance monitoring, verification of financial statements,
and calculation of business results may require more administrative resources and more
intensive supervision. Murabahah, by contrast, may have more standardized procedures
because the selling price and margin are agreed in the contract. However, this does not mean
that all transaction costs of murabahah are always lower. The bank still needs to carry out
feasibility checks, transaction verification, documentation, collection, and handling of
problem financing. Transaction cost theory is therefore used to explain possible differences in
the management needs of the two contracts, not as direct evidence that one is always more
efficient.

These differences in characteristics also relate to the gap between the normative
principles of Islamic finance and financing practice. Conceptually, musyarakah emphasizes
business partnership through profit sharing based on an agreed nisbah and sharing of
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financial losses in proportion to capital contribution, with attention to provisions on
negligence or breach. This characteristic allows financing to be linked to productive activity
through a partnership mechanism. However, its implementation requires governance that
supports openness of information and business supervision. Ainunsari (2024) is cited in the
discussion of Islamic financing practice and the tendency in the use of contracts, to the extent
that the findings of that source do support this interpretation. The gap between principle and
practice does not necessarily prove that Islamic banking fully follows the logic of conventional
banking, but it points to the need to analyze contract characteristics, incentives, risks, and
institutional capacity.

Within the risk-return trade-off framework, the choice of financing instrument can
involve a balance between risk and the expected characteristics of returns. Discussions of the
risks and characteristics of Islamic financing can also be found in Dinana and Susetyo (2025);
Said and Hilalludin (2025); as well as Sardari and Rinaldy (2025). A murabahah margin
agreed from the start can provide a more predictable basis for preparing the payment
schedule, but it does not automatically result in lower overall risk or higher profitability.
Musyarakah receipts, meanwhile, are tied to business results and are therefore more exposed
to changes in business performance. This difference needs to be understood by considering
the business sector, partner quality, contract structure, and the bank’s ability to manage risk,
rather than assuming that one contract is always more profitable than the other.

Limited business information and supervisory infrastructure may also affect the
implementation of musyarakah. Difficulty in obtaining accurate and timely financial
information can hinder the verification of business results and increase uncertainty in profit
sharing. This issue relates to the discussion of information asymmetry and monitoring needs
in Dinana and Susetyo (2025) as well as Kurnia et al. (2025). In this context, strengthening
information systems can be considered as a way to support business reporting and monitoring.
Even so, limited information cannot be treated as the only explanation for the use of
musyarakah, because financing decisions can also be influenced by customer characteristics,
bank risk policy, regulation, and market conditions.

A number of earlier studies discuss the tendency to use murabahah in the Islamic
banking industry in various contexts (Altarawneh & Lucas, 2012; Bhatti et al., 2025;
Gundogdu, 2018; Ikhwan et al., 2025; Malini & Putri, 2020; Novikov et al., 2020; Prabowo &
Jamal, 2017). These studies serve as a point of comparison for placing the results of this
literature synthesis in a broader discussion. The analytical contribution of this study lies in
linking contract characteristics with potential information asymmetry, monitoring needs, and
transaction execution costs. However, without direct testing of financing portfolio data, this
study cannot determine how large the dominance of murabahah is in Indonesian Islamic
banking, nor prove that these factors are the main cause of contract choice. The dominance of
murabahah in this study is therefore understood as a tendency discussed in the literature,
while the explanation of the structural factors behind it is a conceptual interpretation that still
requires empirical testing.

On the other hand, musyarakah has characteristics that allow financing to be linked to
productive business activity through a partnership and profit-sharing mechanism. Chapra
(2000) provides a basis for discussing the principles of Islamic finance, especially where the
cited part relates to risk sharing, justice, and productive economic activity. This potential
needs to be weighed together with the challenges of information management, governance,
and business supervision. Musyarakah therefore cannot be said to be always more ideal than
murabahabh for all financing needs. The suitability of each contract needs to be assessed based
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on the financing purpose, business characteristics, Sharia provisions, risk profile, and the
bank’s operational capacity.

Based on the literature synthesis, digitalization of business reporting, improved
transaction documentation, and risk-based strengthening of supervision can be considered as
practical implications (Tampubolon & Sudiarti, 2025; Wahyudi, 2025). In murabahah, digital
documentation could help trace the transaction stages, ownership and delivery of goods, and
payment. In musyarakah, a digital reporting system could make it easier to submit and verify
information on the partner’s income, costs, and business progress. These recommendations
are derived from the analysis of contract characteristics and operational issues in the
literature, not from testing an intervention or directly evaluating the use of technology in this
study. The effectiveness of digitalization and stronger supervision in reducing transaction
costs or financing risk therefore still needs to be tested through empirical research.

This study has limitations that should be kept in mind when interpreting its results.
First, the analysis depends on the scope and relevance of the selected literature, which was
traced through Google Scholar and related publication sources. The synthesis may therefore
be affected by the availability of sources and by differences in the contexts of earlier studies.
Second, this study did not collect primary data through interviews with Islamic banking
practitioners and did not directly test banks’ financing portfolio data. The discussion of the
tendency to use murabahah, monitoring costs, and information asymmetry is thus a
literature-based interpretation, not an independent measurement of financing proportions or
proof of a causal relationship. Future research could combine financing portfolio data,
practitioner interviews, and cost and risk indicators to test the links among contract
characteristics, monitoring needs, information limitations, and banks’ decisions in choosing
financing contracts.

5. Conclusion

This study aimed to analyze the differences in concept, mechanism, and application of
murabahah and musyarakah financing in Islamic banking. The synthesis shows that the
differences in how the two contracts are applied can be understood through the links among
contract characteristics, monitoring needs, transaction costs, and potential information
asymmetry. Murabahah has a transaction structure and margin agreed from the outset,
whereas musyarakah requires monitoring of business performance and profit sharing based
on an agreed nisbah. The analytical contribution of this study lies in integrating these factors
to explain the operational considerations in applying the two contracts, without assuming that
either is always more efficient or more profitable. In practical terms, digitalization of
transaction documentation, greater transparency in business reporting, and risk-based
strengthening of supervision can be considered to support the implementation of both
contracts according to their characteristics. These recommendations are implications of the
literature synthesis, not the result of directly testing an intervention.

This study is limited to the selected literature and did not directly test financing portfolio
data or collect primary data from Islamic banking practitioners. It therefore cannot measure
the extent of murabahah’s dominance or confirm empirically that transaction costs,
information asymmetry, and monitoring needs are the main factors in the choice of contract.
Future research could use financing portfolio data and practitioner input to test the links
between these factors and contract choice decisions, and to evaluate the effectiveness of digital
supervision and reporting systems in Islamic banking practice.
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