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This research was conducted to examine the effect of the operational costs, third-party funds,
murabaha financing volume, Bank Indonesia’s interest rate and inflation on murabaha margin
income at Islamic commercial banks in Indonesia. The period used in this research is 3 years,
from 2016 to 2018. This study's population were 14 Islamic commercial banks that have been
and are still registered with the Financial Services Authority from 2016 to 2018. The sampling
technique used was purposive sampling and obtained a sample of 9 Islamic commercial
banks. The data analysis technique used is multiple linear regression. Before conducting the
multiple linear regression analysis, a classic assumption test was carried out to ensure that
the model did not have normality, heteroscedasticity, autocorrelation, and multicollinearity.
The results show that partially operational costs have a positive and significant effect on
murabaha margin income, third-party funds have a negative and significant effect on
murabaha margin income, murabaha financing volume has a positive and significant effect on
murabaha margin income, while the Bank Indonesia’s interest rate and inflation do not
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INTRODUCTION

Murabaha financing is a contract to finance an
item by notifying the buyer's purchase price
and the buyer paying it at a higher price as an
agreed profit (Antonio, 2001). The amount of
profit margin or profit level on murabaha
financing set by the Islamic bank and agreed
by the bank and its customers (UU no 21,
2008). Based on the Indonesian Sharia
Banking Statistics, for October 2018, the total
financing based on the murabaha receivable
contract was 154.756 billion Rupiah. The
amount of financing provided in the murabaha
agreement undoubtedly affects the amount of
profit earned by Islamic banking.

This type of murabaha financing
dominates the lending of Islamic banking in
Indonesia (Africa, 2020). This condition is
understandable, considering that this type of
financing is considered to have a lower risk
than other financing types (Harahap et al.,

2005). Also, the rate of return determined from
the beginning makes it easier for banks to
predict the profit that will be obtained while
judging by customer perspective, murabaha
financing is relatively easy to understand by
the public, given the similarities in the
operation of the murabaha contract with the
types of credit that micro-businesses have
practiced.

Operational costs are all costs incurred by
bank in its operational activities consisting of
labor costs, administrative and general costs,
depreciation costs, reserve costs for earning
assets write-offs, and other costs related to
bank operations or in other words, operational
costs are all costs incurred by banks in
carrying out their operations both in raising
funds and distributing funds (Sulhan, 2008).
Banks need to pay attention to the operational
costs they incur in determining revenue not to
suffer losses and obtain optimal profits to
continue to operate.
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Third-party funds (DPK) are funds collected
by banks from their customers consisting of
savings, current accounts, and time deposits.
the bank has collected third-party funds will be
channeled back in the form of financing as the
bank functions as an intermediary institution
(Riyadi, 2006). In addition to being required to
comply with sharia regulations, Islamic
banking is also expected to be able to provide
profit sharing to third parties at least equal to
or even greater than the prevailing interest
rate in conventional financial institutions and to
apply a financing profit margin that is lower
than the loan interest rate applies to
conventional financial institutions (Rahmawati
& Rokhman, 2015). Third-party funds in
Islamic banking continued to increase,
wherein 2018 there was an increase of
18.01% (databoks.katadata.co.id, accessed
on 21st August 2020). This increase has made
financing in Islamic banking increased so that
banks can profit and provide greater profit-
sharing than before due to an increase in the
amount of financing.

The volume of financing is the portion
determined by the bank in its overall financing.
Murabaha is the most dominant financing
product in Islamic banking, where the portion
of murabaha in Islamic banking financing
based on Sharia Banking Statistics in
December 2018 is 56.26%. The high volume
of financing makes the bank have a high
financing risk, and the bank must provide a low
margin or ratio to customers to reduce the risk
of this financing. Low margins will make these
products attractive to customers, so bank can
get many customers, which means income
and profits from murabaha financing will be
even greater.

Fixed income means that Islamic banking
can face the risk of experiencing potential loss.
The risk of experiencing a potential loss can
occur if there are factors that have changed,
such as the Bank Indonesia's reference
interest rate during the payment period has
increased where the bank cannot get more
profit because profit margin has been agreed
upon in advance and fixed (Igbal & Mirakhor,
2007). Besides the reference interest rate,
banks also need to pay attention to inflation
because it will fluctuate in value during the
payment period. Meanwhile, the bank cannot
increase their income to solve this problem
because the marginal income from Murabaha
financing has been previously agreed upon by
bank and customer and permanent so bank
cannot change it.
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Our exploration of the previous literature
shows that there are several fundamental
problems related to murabaha: (1) the income
set by Islamic banking tends to be the same or
even more significant than the credit interest
set by conventional banks and there is also no
provision that regulates the determination of
murabaha income; (2) murabaha financing is
still the most dominant financing portion of
Islamic banking; (3) murabaha income, which
is fixed in nature, makes Islamic banking
potentially experience loss; (4) sharia banking
still uses the seven days repo rate as a
reference for determining murabaha income
so that conventional explanations still
influence the murabaha income of Islamic
banking.

Therefore, by using data from Islamic
banking registered with the Financial Services
Authority (OJK) from 2016—2018, this paper
examines the effect of operational costs, third-
party funds, and murabaha financing volume
on the murabaha margin income.
Furthermore, this study also uses descriptive
factors that conventional banks also use as a
descriptive factor of murabaha income. These
factors are the seven days repo rate and
inflation, where previous studies only a few
included these factors, especially inflation in
explaining Murabaha income.

LITERATURE REVIEW AND
HYPOTHESES DEVELOPMENT

Murabaha margin determination

Murabaha margin is the percentage level of
profit determined by the bank in murabaha
contract. In determining the murabaha margin,
Islamic banking needs to pay attention to
several things (Karim, 2010), namely: (1)
direct competitor's market rate (DCMR)
represents the average profit margin level of
Islamic banking or the average profit margin
level of several Islamic banks as determined
in the asset-liability committee (ALCO)
meeting as direct competitors; (2) indirect
competitor's market rate (ICMR) which is the
average interest rate of conventional banks or
the average interest rate of several
conventional banks which in the asset-liability
committee (ALCO) was determined as a group
of indirect competitors; (3) expected
competitive return for investors (ECRI); and
(4) expected competitive return for investors
(ECRI) which is a competitive profit-sharing
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target that is expected to provide funds to third
parties. This should be noted because the
bank must provide compensation and
incentives for funds managed from third
parties following the agreement in the
beginning of the transaction; (5) acquiring
cost, which represents costs incurred by a
bank that is directly related to efforts to obtain
third-party funds.(6) the overhead cost, which
is a cost incurred by the bank, is not directly
related to efforts to obtain third-party funds.

Operational costs

Operational costs are costs related to the
company's operations consisting of sales
costs, administrative and general costs, where
all these costs are charged to revenue in the
period the costs occur. Another definition of
operational costs is the costs incurred by a
bank in its operational activities consisting of
labor costs, general and administrative costs,
depreciation costs, reserve costs for earning
asset write-offs, and other costs related to
Islamic banks' operation. The efficiency of
banking activities can be seen from several
perspectives, as was done in the research of
Trinugroho et al. (2014). Research from
Demirglic-Kunt and Huizinga (1999), Maudos
and Guevara (2004) and Hawtrey and Liang
(2008) examined the impact of overhead costs
on banking performance. Based on this
explanation, it can be interpreted that
operational costs are costs incurred by a bank
in carrying out its operations.

H1: Operational costs have a positive effect
on murabaha margin income.

Third-party funds

Third-party funds represent the bank's total
funds from customers, consisting of savings,
current accounts, and deposits. Third-party
funds collected by Islamic banks will be
channeled back to their customers according
to the function of the bank as an intermediary
institution so that the increasing third-party
funds will increase the financing of Islamic
banks. As an intermediary institution, the bank
must comply with laws and regulations and
careful in carrying out its function as a channel
for funds in financing murabaha. Short-term
deposits consist of savings, current accounts
and time deposits allocated to financing
activities that have a short term as well to
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reduce bank risk. (Linda, 2019). The
increasing of financing will make murabaha
financing to be increased because of
murabaha financing most dominant in Islamic
banking so that with the increase in third-party
funds, the bank will reduce the revenue the
margin to increase the number of customers
that will increase profits and can provide for
great results against third-party funds. Based
on this description, it can be concluded that
third-party  funds  negatively influence
murabaha margin income.

H2: Third-party funds have a negative effect
on murabaha margin income.

Murabaha financing volume

Murabaha financing volume is the portion of
the murabaha contract the entire financing
contract issued by the bank. The greater the
financing of a contract, the contract is the
leading contract or the most dominating of the
bank's financing. Saeed (1998), finds that the
murabaha financing model becomes dominant
since it is a short-term investment mechanism.
Another reason is that the markup in the
murabaha system can be determined so that
it can be assured that Islamic financial
institutions will gain their profit in such away.
Najjar (2011) says that murabaha becomes
dominant since it has low risk. Usmani (2003)
proposes several reasons for murabaha
financing domination in the investment
operation of Islamic banking. The first is that
murabaha is a short-term investment
mechanism and the second is that the
murabaha prevents the capital owner from
interfering with business management.

This high volume of financing makes banks
have to provide margins or low ratios to
customers to make the product attractive to
customers so that the bank can obtain many
customers, which means income and the
profits obtained by the bank from murabaha
financing will be even higher. Conversely, if
the financing volume decreases, the bank will
increase its margin income. This is done so
that the bank continues to make a profit even
though customers fail to make installments.
Based on the description, it can be concluded
that the volume of murabaha financing has a
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Table 1.
List of Islamic Commercial Banks used as Research Samples)

©

Company name

PT.
PT.
PT.
PT.
PT.
PT.
PT.
PT.
PT.

BCA Syariah

©CO~NOUANWNR|Z

Bank Muamalat Indonesia
Bank BRI Syariah
Bank Jabar Banten Syariah
Bank BNI Syariah
Bank Mega Syariah
Panin Dubai Syariah Bank
Bukopin Islamic Bank

Sharia National Pension Savings Bank

negative influence on the level of murabaha
income.

H3: Financing volume has a positive effect
on murabaha margin income.

Interest rate (seven days repo rate)

Bank Indonesia’s interest rate is the bank's
interest rate issued by Indonesian banks and
become a reference for other banks to
determine their interest rate. The absence of
provisions governing the determination
of murabaha financing margins makes Islamic
banking in Indonesia still making the seven
days repo rate as one of the
references in revenue determination the
margins of the mullah. This means that if
the seven days repo rate increases, the bank
will increase its income in anticipation of an
increase in interest rate so that the bank does
not experience real losses because the bank
cannot change the agreed price. Alfarda
(2018) states that Islamic bank in Indonesia
(sharia commercial banks and sharia business
units) influence by seven days repo rate.
Based on this description, it can be concluded
that Bank Indonesia's interest rate positively
influence murabaha margin income.

H4: Interest rate has a positive effect on
murabaha margin income.

Inflation

Inflation is a condition where there is an
increase in various commodities' prices due to
several factors such as too much money in
circulation. It is the factor that must also be
considered in terms of determining profit
margins so that banks can still enjoy profits
even though there is high inflation at some
point during the payment period. In the event
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of a decrease in the inflation rate, banks
should reduce their margin income because
margin income equal to or greater than
conventional bank interest rate can damage
the reputation of Islamic banks and high
margin income, which can also indirectly
cause an increase in inflation rate
(Muhammad, 2002).

Banks do not anticipate inflation in the short
term, the interest rate does not reflect an
increase in inflation, but in the medium and
long term, banks will adjust their interest rate
to compensate for the inflation premium and
ultimately increase the net interest margin
(Tarus et al., 2012). Demirglc-Kunt et al.
(1999) found a positive relationship between
inflation and net interest margin in their
research with a global sample of 80 countries.
In contrast, Abreu and Mendes in Islam and
Nishiyama (2016) found a negative
relationship between inflation rate and
banking performance in studies in Portugal,
Spain, France and Germany. Based on the
description, it can be concluded that inflation
has a positive influence on murabaha margin
income.

H5: Inflation has a positive effect on
murabaha margin income.

METHODS

This study uses financial statement data for
Islamic commercial banks registered with the
Financial Services Authority for 2016-2018.
There are 14 Islamic commercial banks which
are the population of this study. The research
sample was taken by purposive sampling, that
is, sampling with specific criteria. The
sampling criteria in this study are (1) Islamic
commercial banks that have been and are still
registered with the Financial Services
Authority from 2016 to 2018; (2) Islamic
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Table 2.
Descriptive statistics

Variable Minimum Maximum  Mean Std.
Deviation

Murabaha income (in 103,257 896,307 309,486 183,318

million rupiah)

Operational costs (in 158,421 2,942,787 761,207 498,841

million rupiah)

Third-party funds (in 3,179,564 48,635,487 11,404,733 11,679,884

million rupiah)

Murabaha financing 978,018 20,224,479 5,954,897 5,198,349

volume (in million

rupiah)

Bank Indonesia’s 4.25 6.00 4.86 0.53

interest rate (%)

Inflation (%) 2.79 4.37 3.45 0.37

commercial banks that publish their financial
reports continuously during the study period,
namely 2016-2018; (3) Islamic commercial
banks did not experience losses during the
study period, namely 2016-2018; and (4)
Islamic commercial banks that have complete
data needed in the study. Based on these
criteria, 9 Islamic commercial banks were
used as research samples. Table 1 shows the
list of Islamic commercial banks used as
research samples.

The data analysis technique used in this
study is multiple linear regression analysis.
This model is used to explain the relationship
and influence of the independent variable on
the dependent variable. Multiple linear
regression analysis in this study is used to
determine the effect of operational costs, third-
party funds, volume of murabaha financing,
Bank Indonesia’s interest rate, and inflation on
murabaha margin income of Islamic
commercial banks registered with the
Financial Services Authority for the 2016-2018
period.

Before multiple linear regression analysis
is carried out, a classic assumption test is
carried out first to ensure that the model does
not have normality, heteroscedasticity,
autocorrelation, and multicollinearity. If the
model used passes the test, the model is
suitable for use.

The multiple linear regression equation is
as follows:

PMM = a+ ;.BOP + 3,.DPK + ;. VPM

+ B4.BI+ 5.1 +e

Descriptive statistical analysis in this study
includes the minimum value, maximum value,
mean and standard deviation. The results of
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the detailed data description for each variable
can be seen in Table 2.

RESULTS AND DISCUSSION

Effect of operational costs on murabaha
margin income

The results of multiple regression analysis
shown in Table 3 indicate that the operational
cost variable had a regression coefficient
value of 0.563 with a significance value of
0.000. The operational cost variable's
significance level is smaller than the expected
significance level (0.05), of 0.000 <0.05. This
indicates that variable operational costs have
a positive effect on murabaha margin income.

Operational costs represent all costs
incurred by the bank in carrying out its
operations. Efficient management makes the
bank's operational costs lower. Low
operational costs have led banks to lower their
margin revenue to increase the number of
customers who buy murabaha products so
that revenue from murabaha financing
increases. On the other hand, the increased
operational costs to keep the bank's income
more significant than its operational costs so
that it does not suffer losses.

These results are consistent with research
by Asmita (2004), Heykal (2004) and Nugraha
(2005). In this study, there is a significant
influence between operational costs on the
margin of Murabaha financing. This shows
that the object under study considers the
number of operational costs in determining
Murabaha margin financing.
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Effect of third-party funds on murabaha
margin income

The results of multiple regression analysis
shown in Table 3 also indicate that the variable
party funds have a regression coefficient value
of -0.316 with a significance value of 0.000.
The third-party fund variable's significance
level is smaller than the expected significance
level (0.05), of 0.000 <0.05. This indicates that
the third-party funds have a negative effect on
murabaha margin income.

Third-party funds are funds obtained by
banks from customers consisting of savings,
current accounts and time deposits. Third-
party funds will be channeled back by the bank
to its customers. The more third-party funds
increase, the greater the Islamic bank
financing. Increasingly increasing financing
will make murabaha financing increase. Thus,
with the increase in third-party funds, the bank
will reduce its margin income to increase the
number of customers to increase its profit and
provide large profit-sharing with third-party
funds.

These results follow Haryanti (2016), which
found a negative and significant influence
between third-party funds on Murabaha
margin financing. This indicates that with the
increase in third-party funds, the bank will
provide a large profit-sharing, so the
Murabaha margin income will decrease.

The effect of murabaha financing
volume on murabaha margin income

The results of multiple regression analysis
shown in Table 3 also indicate that murabaha
financing volume has a regression coefficient
value of 0.592 with a significance value of
0.000. The level of significance of the
murabaha financing volume value is smaller
than the expected significance level (0.05), of
0.000 <0.05. This indicated murabaha
financing volume variable has a positive effect
on murabaha margin income.

Murabaha financing volume is the amount of
the murabaha contract portion in the bank's
entire financing contract. Murabaha financing
is the financing that dominates the financing of
Islamic banks. The greater the volume of
murabaha financing provided by Islamic
banks, the greater the bank's margin.

These results are following Sri (2018) and
Fara (2018), this study found a significant
influence between Murabaha financing on
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Murabaha margin financing. This shows that
an increase in murabaha financing volume will
increase the amount of murabaha margin
income received by Islamic banks.

The effect of Bank Indonesia's interest
rate on murabaha margin income

The results of multiple regression analysis
shown in Table 3 also indicate that Bank
Indonesia's interest rate has a regression
coefficient value of 0.067 with a significance
value of 0.188. The interest rate of Bank
Indonesia is greater than the expected level of
significance (0.05) of 0.188 > 0.05. This
indicates that Bank Indonesia's interest rate
does not positively affect murabaha margin
income.

The Bank Indonesia’s interest rate has no
significant effect on Murabaha margin income.
This is because the Bank Indonesia’s interest
rate data used in the study has little variation
or slight difference.

Effect of inflation on murabaha margin
income

The results of multiple regression analysis
shown in Table 3 also suggest that inflation
has a regression coefficient value of 0.043
with a significance value of 0.549. The level of
significance of the variable's inflation value is
greater than the expected significance level
(0.05), of 0.549> 0.05. This indicates that
variable inflation has no positive effect on
murabaha margin income.

Inflation has no significant effect on
murabaha margin income. This is because the
inflation data used in the study has little
variation or only a slight difference.

CONCLUSION

This study aims to determine the effect of
operational costs, third-party funds, volume of
murabaha financing, Bank Indonesia’s interest
rate, and inflation on murabaha margin income
at Islamic commercial banks registered with
the Financial Services Authority for the 2016-
2018 period. Based on multiple linear
regression analysis, it can be concluded that
the research results of operational costs have
a positive effect on murabaha margin income.
The analysis results show that the resulting
significance value is smaller than the required
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significance value of 0.000 <0.05 with a
positive regression coefficient of 0.563. Based
on these results, it can be concluded that
operational costs have a positive effect of 56%
on murabaha margin income. Third-party
funds have a negative effect on murabaha
margin income. The analysis results show that
the resulting significance value is smaller than
the required significance value, namely 0.000
<0.05 with a negative regression coefficient of
-0.316. Based on these results it can be
concluded that third-party funds have a
negative effect of 31.6% on murabaha margin
income. murabaha financing volume has a
positive effect on murabaha margin income.
The analysis results show that the resulting
significance value is smaller than the required
significance value, namely 0.000 <0.05 with a
positive regression coefficient of 0.592. Based
on these results, it can be concluded that the
volume of murabaha financing has a positive
effect of 59.2% on murabaha margin income.
The Bank Indonesia’s interest rate does not
affect murabaha margin income. The analysis
results show that the resulting significance
value is greater than the required significance
value, namely 0.188> 0.05. Based on these
results, the Bank Indonesia’s interest rate
does not affect murabaha margin income.
Inflation does not affect murabaha margin
income. The analysis results show that the
resulting significance value is greater than the
required significance value, namely 0.549>
0.05. Based on these results, the Bank
Indonesia’s interest rate does not affect
murabaha margin income. 188> 0.05. Based
on these results, the Bank Indonesia’s interest
rate does not affect murabaha margin income.
Inflation does not affect murabaha margin
income. The analysis result shows that the
resulting significance value is greater than the
required significance value, namely 0.549>
0.05. Based on these results, the Bank
Indonesia’s interest rate does not affect
murabaha margin income. 188> 0.05. Based
on these results, the Bank Indonesia’s interest
rate does not affect murabaha margin income.
Inflation does not affect murabaha margin
income. The analysis results show that the
resulting significance value is greater than the
required significance value, namely 0.549>
0.05. Based on these results, the Bank
Indonesia’s interest rate does not affect
murabaha margin income.

This study has several limitations. This
research only uses Islamic commercial banks
as the research sample so that it is less
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representative of all Islamic banking, which
consists of Islamic commercial banks, Islamic
business units, and Islamic public financing.
This study only uses explanatory variables in
operational costs, third-party funds, murabaha
financing volume, Bank Indonesia’s interest
rate, and inflation. In future studies, it is hoped
that a different research method can be used
or a robustness check is used for better
results.

Based on the conclusions and limitations
described earlier, the suggestions that can be
given are, for further researchers it is expected
to be able to add research samples, not only
Islamic commercial banks but also including
Islamic business units and Islamic people's
financing and it is hoped that they will add
other variables that can affect income.
Murabaha margin. The bank is expected to
pay more attention to the three influencing
variables such as operational cost variables,
third-party funds and murabaha financing
volume. Regulators or the government are
expected to form clearer regulations regarding
Islamic banking, both in terms of accounting
and macro regulations.
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