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ABSTRACT

Islamic banks are required to comply with sharia principles in conducting their business. One of the principles of sharia is
magqashid sharia. Magashid sharia carries social values such as the value of education, justice, and economic prosperity.
Nowadays, apart from pursuing profit, Islamic banks should also comply with magashid sharia principles. This study aims to
determine the social role of Islamic banks in addition to the business objectives of Islamic banks and achieving profitability in 4
Islamic banks. They are Bank Muamalat Indonesia (BMI), BRI Syariah (BRIS), BNI Syariah (BNIS), and Bank Syariah Mandiri
(BSM). The method used to determine magashid sharia measures the magashid sharia index (MSI). At the same time,
profitability is known by using the comparative performance index method in four Islamic banks spread across Indonesia in
2019-2020 quarter. To determine the achievement of magashid sharia and profitability, a quadrant analysis measurement (QAM)
was performed. The results showed that only BMI belonging to the ULQ quadrant (not good SMI and good profit) and BRIS,
BNIS, and BSM entered the LLQ quadrant (not good magashid sharia, not good profit) on a quarterly average in the research
year. Therefore, the Indonesian central bank can provide incentives, especially for Islamic banks in Indonesia that are not good
at sharia maqashid, and urge Islamic banks to include magashid sharia principles in the vision and mission of Islamic banks.
Indonesia’'s central bank can also encourage Islamic banks that are also not doing well in achieving profits by switching to digital
technology to increase efficiency, continue to innovate while increasing the convenience of bank services.
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1. INTRODUCTION These goals have to be fulfilled in order to make the
Islamic banks known as banks that pursue profit and run
operations following Islamic magashid. One of the well-
known Islamic banking operations based on magashid sharia
is the partnership system with mudarabah and musyarakah

contracts (the value of justice) because it is a profit-loss

The existence of Islamic banks cannot be denied in the
banking industry. Many conventional banks are starting to be
interested in establishing a sharia business unit due to the
significant potential profit generated when a bank can meet

customer needs preferences following sharia principles in the
magashid sharia concept. Islamic banks are required to
comply with sharia principles in running their business. The
sharia principles include the prohibition of transactions
involving interest or usury, gharar (risky sales), and maysir
(gambling).

Today, in addition to pursuing profit (business goals),
Islamic banks should also adjust their business to the initial
purpose of forming Islamic banks (magashid sharia).
Conceptually, maqgashid shariah carries social values such as
the value of economic welfare, justice, fair income
distribution, and social welfare (Lahsasna and Sulaiman,
2010). the. Magashid sharia carries social values such as the
value of education, economic welfare (zakat, real
investment), and justice (partnership).

sharing system and is not involved in transactions that violate
sharia principles (usury, maysir, and gharar). In a
partnership-based contract, the customer/bank acts as a
shahibul maal (fund owner) or mudharib (fund manager in a
partnership system (Chazi & Syed, 2010). The bank and
customer relations become business partners so that losses are
shared and profits are fairly distributed.

In addition, there is a stigma that Islamic banks are the
same as conventional banks. One of the reasons is that Islamic
banks still refer to the same reference used by conventional
banks in determining margins and ratios. Karim (2008)
suggests that some Islamic banks refer to the London
Interbank Offered Rate (LIBOR). Several Islamic banks in
Kuwait and Qatar also use conventional inter-bank rate
references in setting margins/ratios (Smaoui and Nechi,
2018). Therefore, Islamic banks can implement the allocation
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of zakat funds (which is in the maqgashid sharia concept) as a
cleaner of wealth and reduce inequality.

Departing from the theoretical gap and the stigma that
Islamic banks and conventional banks are the same in
operations, the study of business objectives and Islamic
magashid becomes essential. They were considering that
Islamic banks are subject to sharia principles in carrying out
their functions. In addition, Islamic banks can be known as
banks that are profit-oriented (business goals) but carry social
values in the maqashid sharia concept. Therefore, the
formulation of the problem is to analyze the maqgashid sharia
and the profitability of Islamic banks in Indonesia.

2. LITERATURE REVIEW

Research on the magashid sharia index has been
carried out quite a lot, including Ascarya et al. (2016) the
objectives of sharia Islamic banks in Indonesia and other
Islamic countries using the Simple Additive Weighting
(SAW) and Bedoui Pentagon methods. The results show that
the magashid sharia index value is relatively low, if ranked
the best banks for achieving magashid sharia are BNI Syariah,
Bank Syariah Mandiri, BRI Syariah, Mizan Bank of Pakistan,
Bank Permata Syariah, and Bank Muamalat Indonesia of
Indonesia, followed by Al -Rajhi Bank, Kuwait Finance
House, Qatar Islamic Bank, Islamic Bank Malaysia Berhad,
and Dubai Islamic Bank.

Rusydiana et al. (2017) aim to examine the maslahah
that exists in the magashid sharia concept associated with
efficiency in a framework called the Maslahah Efficiency
Quadrant (MEQ) for 2011-2014. Because both Bank
Muamalat Indonesia (BMI) and Bank Panin Syariah are in the
first quadrant, the results show that they are both good. In the
second quadrant, Bank Syariah Mandiri (BSM), Maybank
Syariah, and Bank Syariah Bukopin are all considered good.;
Bank Rakyat Indonesia Syariah (BRI) and BCA Syariah are
fair, positioned in the third quadrant; and Bank Mega Syariah,
Victoria Syariah, Bank Negara Indonesia Syariah (BNI), and
Bank Jabar Banten Syariah (BJB) are poor in the fourth
quadrant. This encourages Islamic banks that are at a low
level of the Islamic magashid index. In addition, it is essential
to have efficiency to achieve maslahah.

Fadillah, Firmansyah & Wahid (2018) researched the
profitability and magashid Syariah index (MSI) with the
Syariah magashid index (MSI) model compared to its
financial performance. The quadrant analysis with quadrant
analysis measures (QAM) method was applied. The results
revealed that Panin Syariah Bank was the best performing
Islamic bank, while Mega Syariah Bank had the best financial
performance. Bank Muamalat, BRI Syariah, Panin Syariah,
Bank Syariah Bukopin, and BCA Syariah are among the
banks have good magoshid and financial performance. It can
be said; no bank has good economic performance and the
achievement of magashid sharia.
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3. METHODS

3.1. Research Approach and Research Object

This research is descriptive quantitative research. The
object of this research is Islamic banks in Indonesia. The
research object is Muamalat Bank, BRI Syariah, BNI Syariah
and Mandiri. Researchers use the purposive sampling method
in selecting research objects with specific considerations;
among others, these banks have the most significant business
scale (total assets) because banks with large business scales
can impact small banks. For example, when a large bank goes
bankrupt, it will affect other smaller banks.

3.2 Analysis Method

3.2.1 Measurement and Model of Islamic Bank
Magqashid Index

The method of measuring the achievement of Islamic
maqashid in this study used the magashid sharia index (SMI)
based on research conducted by Mohammed & Omar (2008),
Mohammed, Mutafa Omar & Taib (2009) have developed
Islamic banking performance based on the theory of
Magashid Syariah, namely the Performance Measure based
on Magashid Syariah (PMMS). This model consists of
several performance dimensions. The performance
measurement reflects the responsibilities and obligations of
Islamic banks. The following is the operation of the
Performance Measure based on Magashid Syariah (PMMS)
model as follows:

Table 1. Performance Measure based on Magashid Syariah

Model
Goal Dimension ELement Performance
Ratio
Tahdib Al Fard/ | D1. El R1. Education
Educating Knowledge Education Grant/ Total
Grant Expense
D2. Skill E2. R2. Research
Research Expense/
Total Expense
E3. R3. Training
Training Expense/
Total expense
D3. E4. R4.
Awareness Publicity Publicity
Expense/
Total Expense
Igamah Al Adl/ D5. Fair ES. R5.
Justice Fair Profit
Returns Equalization
Reserves/Net
Investment
Income
E6. R6.
Functional | Mudarabah
Distributio | Musyarakah
n Modes/
total financing
D6. E7.
Elimination of | Interest R7. Interest
Negative Free Free Product/
Elements That | product Total Income
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Goal Dimension ELement Performance
Ratio
Breed
Injustices
Jalb Al D7. E7. Profit E7. Net
Maslahah Profitability of | Ratio Income/Total
Bank asset
Ds. ES. R8. Zakah
Redistribution | Personal paid/Net
Income & Income Income
Wealth
D9. E9. RO.
Investment in | Investment | Investment in
riel sector Ratio in Riel Economic
Real Sectors/total
Income Investment

Source (Omar,2008)

3.2.2. Weighting of the Maqashid Sharia Index
Measurement Model

To get the best results from the above measurements,
verification of the model and weighting of each sharia
objective, dimension, and element was carried out through
interviews with 16 sharia experts in Asia and the Middle East.
The weighting is based on the results of research from
Mohammed & Omar (2008), as shown in the following table:

Table 2. Average Weight of Islamic Magashid Objectives
and Measurement Elements

Goal Average Element Average
Weight Weight
1. Tahzib al- 0,3 E1. Education 0,24
Fard Grant
(Educating E2. Research 0,27
Individual) E3. Training 0,26
E4. Publicity 0,23
2. lgamah al- 0,41 E5. Fair 0,30
Adl returns
(Establishing E6. 0,32
Justice) Functional
Distribution
E7. Interest 0,38
free Product
Total 1
Jalb al- 0,29 E8. Profit 0,33
Maslaha ratios
(Public E9. Personal 0,30
Interest) Income
E10. 0,37
Investment
Ratios in Real
Sector
Total 1

Source: Omar, 2008.

3.2.3 Measurement of profitability index with
Comparative Performance Index (CPI)

In measuring the profitability of Islamic banks in this
study used the average of Return on Assets (ROA), Return on
Equity (ROE), and Net Profit Margin (NPM) Parisi & Aam
(2016) and Rozzani & Rohman (2013), the following formula
from ROA, ROE, NPM:
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profit before tax
Asset total

ROA=

ROE= profit before tax

Capital total

ROE= profit after tax

operating income

Next, the ranking of the profitability index is carried
out. This can be done using the Comparative Performance
Index (CPI) method. Comparative Performance Index (CPI)
is one method for decision-making based on the performance
index. CPI is a composite index that is used to determine the
assessment or ranking of various alternatives.

3.2.4 Quadrant Analysis Measurement

After obtaining the results of the profitability index
and the Islamic magashid index, the results will be inputted
in the form of a Cartesian diagram. The first step in this
analysis is to calculate the value or average score of the
profitability index and the sharia magashid index. Second,
make a plot based on the average value/score of each aspect
into a Cartesian diagram where the profitability index as the
vertical axis with the symbol (y) and the sharia magashid
index as the horizontal axis with the character (x) can be
simplified using the following formula:

b G0 < 1 | (1
) ) 474 | VN 2)
Information:

X = average score of Islamic bank profitability index

y = average score of sharia magashid index

xi = total score of each level of profitability of the entire
sample of Islamic banks

yi = total score for each level of the Islamic magashid index
of all Islamic bank samples

n = number of Samples

4. RESULTS AND DISCUSSIONS

This study aims to measure the performance of Islamic
banking in Indonesia with up to 4 Islamic banks using the
magashid shariah index. The overall performance of Islamic
banking in Indonesia can be seen in Table 4. Based on these
results, it is known that the Islamic bank with magashid sharia
performance in Indonesia is Bank Rakyat Indonesia Syariah
(BRIS) in the first quarter of 2020 with a magashid shariah
index value of 23.9%.

Then, followed by Bank Negara Indonesia Syariah (BNIS)
in the third quarter of 2019 with a magashid shariah index
value of 22.7%. The third is Bank Syariah Mandiri (BSM) in
the first quarter of 2019 with a magashid shariah index value
of 21.6%. Meanwhile, Bank Muamalat, in this result, ranks
fourth in terms of performance. That is, two banks are good
at magqashid sharia or achieving sharia goals from the
indicators of education, justice, and problems. This study is
in line with Parisi & Aam. (2016) that BSM and BNIS banks
are classified as banks with a high Islamic magashid value.
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Next is the Comparative Performance Index (CPI)
value based on the average profitability ratio, namely ROA,
ROE, and PER. This index aims to see the performance of
Islamic banks. Based on the results of the CPI calculations
presented in Table 5, it was found that the Islamic Bank with
the highest CPl was Bank Muamalat in the first quarter of
2020 at 245.22.

In second place is Bank Syariah Mandiri (BSM) with
a CPI value of 108.36. However, the CPI value is still
relatively low. These results are supported by Kuppusamy,
Saleh, & Samudhram (2010) that the value of the
Comparative Profitability Index > the average alternative
value has high profitability. This shows the excellent
achievement of banking performance.

Table 3. Comparative Performance Index (CPI)

By Quarter
ROA | ROE | NPM
Bank *0,33 | *0,33 | *0,33 | CPI
MANDIRI TRI 1 2019 33,00 | 33,00 | 33,00 | 99,00
MANDIRI TRI 11 2019 37,22 | 36,72 | 20,45 | 94,39
MANDIRI TRI 111 2019 38,95 | 38,14 | 19,88 | 96,97
MANDIRI TRI IV 2019 41,93 | 41,02 | 2540 | 108,36
MANDIRI TRI 2020 31,29 | 30,26 | 31,11 | 92,67
MANDIRI TRII 2020 31,47 | 31,57 | 32,18 | 9522
MANDIRI TRI 111 2020 32,41 | 32,55 | 32,77 | 97,72
MANDIRI TRI IV 2020 33,00 | 33,00 | 33,00 | 99,00

MUAMALAT TRI 2019 33,00 | 33,00 | 54,77 | 120,77
MUAMALAT TRI 112019 | 33,00 | 3564 | 58,81 | 127,45
MUAMALAT TRI 1112019 | 33,00 | 34,32 | 33,00 | 100,32
MUAMALAT TRI IV 2019 | 82,50 | 59,40 | 100,25 | 242,15
MUAMALAT TRI 1 2020 33,00 | 34,14 | 178,38 | 245,52
MUAMALAT TRI 112020 | 33,00 | 34,14 | 47,21 | 114,35
MUAMALAT TRI 1112020 | 33,00 | 33,00 | 49,21 | 11521
MUAMALAT TRI 1V 2020 | 33,00 | 33,00 | 33,00 99,00

BRIS TRI | 2019 23,79 | 19,62 | 18,13 61,54
BRIS TRI 11 2019 31,97 | 33,00 | 31,50 96,47
BRIS TRI 111 2019 31,97 | 31,14 | 31,12 94,23
BRIS TRI IV 2019 33,00 | 31,74 | 33,00 97,74
BRIS TRI | 2020 26,73 | 42,69 | 24,09 93,51
BRIS TRI 11 2020 29,70 | 33,00 | 31,71 94,41
BRIS TRI 111 2020 31,82 | 3,52 29,84 65,18
BRIS TRI IV 2020 33,00 | 34,08 | 33,00 | 100,08
BNIS TRI 1 2019 33,00 | 33,00 | 33,00 99,00
BNIS TRI 11 2019 27,81 | 28,55 | 28,64 85,00
BNIS TRI 111 2019 28,68 | 29,78 | 29,68 88,14
BNIS TRI 1V 2019 30,10 | 30,83 | 30,65 91,58
BNIS TRI 1 2020 19,59 | 18,33 | 20,05 57,97
BNIS TRI 11 2020 30,27 | 30,30 | 29,14 89,70
BNIS TRI 111 2020 32,04 | 31,85 | 31,21 95,10

* Average alternative CPI quarterly for all banks = 104.8
Source: (researcher, 2020)

Sinamora (2010:29) mentions the benefits obtained from
holding education and training (Diklat), namely: a) Improving
the quality and quantity of productivity b) Reducing the
learning time needed by employees to achieve the specified
performance standards c) Creating attitudes, loyalty, and
more profitable cooperation d) Meet the requirements of
human resource planning e) Reduce the number and cost of
work accidents f) Assist employees in their improvement and
development.
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In addition, Bank Muamalat also excels in terms of the
allocation of promotional funds. The highest percentage of
funds for promaotions, especially in the third quarter of 2019,
was 6.91%. This means that the bank prioritizes forming a
bank brand image to attract customers through various
commercial means. This method can be done by utilizing
mass media, television advertisements about bank products to
increase public awareness of bank products. Mahajar, Yunus
(2011) argues that advertising is essential to create brand
awareness, increase interest in brands, and influence product
buying behavior.

Meanwhile, in 2020, the bank with the largest allocation of
funds for educational purposes is Bank Nasional Indonesia
Syariah (BNIS). The training held by BNIS includes in-house
training, which is part of the training for new employees and
in collaboration with the Human Resources Division.
Especially for the Risk Management Division employees,
competency improvement is routinely carried out through
workshops related to risk management conducted annually.
BNI Syariah strives to foster a risk culture.

Pribadi (2013) added that education and training for
employees are vital to be applied in an agency. With
education and training, employees are expected to work more
effectively and efficiently, primarily to deal with the changes
that occur. So, companies that want to grow must pay great
attention to education and funding for their employees.

As seen in the table above, the bank that allocated the most
funds for the equity indicator or the second Performance
Indicator (IKT2) was the BRIS bank at 0.130 in 2019 and
BSM at 0.129 in 2020. This is the superiority of this bank in
the profit equalization ratio (PER). It can be interpreted,
Muamalat bank can provide optimal profit to shareholders.
Ramli, Shahimi, Ismail, and Ghafar (2012) suggest that PER
is a reserve formed from allocating investment profits to be
distributed to shareholders, which stabilizes periodic profit
payments. Based on AAOIFI and IFSB, PER ensures that
investors' returns are guaranteed and can increase owner's
equity (Salman and Htay & Salman (2013).

In addition, the allocation of BRIS and Muamalat banks for
profit-sharing/partnership-based financing (mudarabah and
musyarakah) is also higher than other banks. As an
illustration, the highest percentage of each bank in a
partnership contract is 90% and 41% in the first quarter of
2019. This is in line with the magashid sharia theory, which
states that the sharia banking system is based on partnership
(the value of justice in sharia magashid). Filippo (2013) says
that the benefits of Islamic banks using a partnership system
or profit-sharing in their financing are the partnership or
profit-sharing system being community-oriented, business-
friendly, emphasizing productivity, and expanding financial
services.

Some examples of violations of justice are not explicitly
showing the procedures in the musharaka contract for their

89



ATLANTIS
PRESS

clients on the official website, mortgaging the customer's
property on behalf of the bank. Mahmood and Naim (2015)
describe things that do not carry justice, namely Jordan's
banks delaying profit sharing. Profit delays are carried out
until profits are equal to capital so that customers take a long
time to get profit sharing. Next, it does not explicitly show the
procedures in the musharaka contract for its clients on its
official website, mortgaging the customer's property on
behalf of the bank.

5. CONCLUSIONS AND SUGESTIONS

The results showed that only BMI classified as good
profitability but not good at achieving magashid sharia.
Meanwhile, BRIS, BNIS and BSM achieved poor sharia
magashid and their profitability was also not good on an
average quarterly basis in the study year. Profit achievement
is not good because the value of the comparative performance
index is less than the average alternative value (104,8).
Meanwhile, the achievement of magashid sharia is not good
if the magashid sharia index value is less than 0.2.

The results of this study are not in accordance with the
maqashid sharia theory which states that magashid sharia can
encourage human welfare/maslahah. If a business entity is
based on magashid sharia, then the business entity fulfills the
public interest (Chapra, 2011). However, in this study the
achievement of magashid shariah is still not good.
Furthermore, this result is in-line with the study of Rusydiana
et al. (2017), Fadillah, Firmansyah & Wahid (2018) stating
that there are still many of Islamic banks that are not good at
achieving magashid sharia.

For the suggestions, the Indonesian central bank can
provide incentives such as the ease of obtaining capital
loans, especially for Islamic banks in Indonesia that are
already good at magashid sharia. This can encourage other
Islamic banks to increase the value of magashid sharia. In
addition, Islamic banks can include the principles of
magashid sharia in the vision and mission of Islamic
banks.

The Indonesian central bank can also appeal to Islamic
banks that are also not good at making profits to take
advantage of digital technology to improve bank
efficiency, and take advantage of digital technology to
attract new customers and increase customer satisfaction.
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