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Abstract 

 
Sharia banks and conventional banks have real differences in their objectives and operations. Therefore, 
performance measurements must differentiated between Sharia banks and conventional banks. One 
performance measure recommended by researchers is performance-based on the Maqasid sharia Index (MSI). 
This study is to prove the influence of the Sharia Supervisory Board attributes (number of meetings, level of 
education, cross-membership) and commissioners' attributes (ratio of independent commissioners, number of 
members, number of meetings) to performance based on MSI. The research sample is 12 Sharia banks in 
Indonesia during the 2014-2018 observation year. The data analysis method uses panel data analysis with a 
fixed effect model. We find that SSB education level and independent board ratio had a negative effect on 
performance based on MSI. Cross-membership; the number of SSB meetings, board size, number of board 
meetings, and total assets does not affect performance based on MSI. This finding indicates that MSI has not 
become one of the goals that must be achieved in the management of Sharia banks in Indonesia. This is because 
the MSI score is still low. In addition, the dominance of debt financing is a characteristic that banks prefer 
transactions that generate fixed income and avoid transactions that use a fairer system, i.e. the Profit and Loss 
Sharing system. We recommend for regulators to develop different measurement tools from conventional banks 
and in accordance with the objectives of sharia implementation as sharia bank business operations (maqasid 
sharia). Future researcher can study and develop other measurement tools in formulating maqasid sharia by 
involving regulators, business actors, and experts so that the produced maqasid sharia indicators can be applied 
by banks. 
 
Keywords: Maqasid sharia Index; Corporate Governance, Sharia Supervisory Board Attributes, Board Attributes 
JEL Classification Code: G30 DOI: 10.20885/jsb.vol24.iss2.art2 
 
Introduction 

The impetus of a Sharia institution is a consequence of Muslim’s needs to require transactions that 
are in accordance with Sharia, i.e. Sharia banks that do not practice usury, maysir, gharar and 
transaction related to haram goods and services. Therefore, there is religious motivation in the 
establishment of Sharia banks.  

Philosophically, Sharia banks use a spiritual/transcendental approach to finance that combines 
the elements of logic and market values, religion, and social welfare (Hidayah, Lowe, & Woods, 
2019). The philosophical difference between Sharia banks and conventional banks is also seen in the 
differences in objectives, i.e. the purpose of obtaining falah (victory in the world and the hereafter) 
(Abdul-Baki & Uthman, 2017). Laldin & Furqani (2014) and Zainuldin, Lui, & Yii (2018) assessed that 
Sharia banks are more promoting the socio-economic justice (adl) system, al-falah oriented, public 
interest (maslahah), and monotheism. Therefore, Sharia banks differ from conventional banks in 
practice, principles, and theory (Syafii, Sanrego, & Taufiq, 2012; Mohammed, Tarique, & Islam, 
2015b). 
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However, the measurement of the Sharia bank performance by several previous studies has 
been trapped in the use of the same financial ratios used by conventional banks (Syafii et al., 2012). 
Fah & Hassani (2014), Qian & Velayutham (2017), Milhem & Istaiteyeh (2015) and Zarrouk, Ben 
Jedidia, & Moualhi (2016) have used a financial ratio measurement tool to measure profitability and 
its comparison between Sharia banks and conventional banks. Another form is to use financial ratios 
to measure the level of efficiency between Sharia banks and conventional banks (see Pradiknas & 
Faturohman, 2015; Yahya, Muhammad, & Hadi, 2012; Ismail, Majid, & Rahim, 2013; Prima Sakti & 
Mohamad, 2018; Shawtari, Ariff, & Abdul Razak, 2019). We consider that the above approach is 
certainly not appropriate because this method is not in line with the initial concept of establishing a 
Sharia bank in which there is a spirit to observe Islamic law in banking transactions.  

Syafii et al. (2012) argue that Sharia provide alternatives using measurements based on the 
triple bottom line concept with performance indicators that include economic, environmental, and 
social indicators. Indicators that can cover the economic, environmental, and social aspects are 
Maqasid sharias (Syafii et al., 2012). Maqasid sharia strongly supports entities to achieve the welfare 
of all people, both in the world and in the hereafter (falah). This goal has been assigned from God to 
mankind (khalifah fil ard). This mean that Sharia banks must be able to provide a role in improving 
the welfare of the people and reduce poverty in line with the bank's efforts to seek profits. As such, 
we use bank performance indicators based on Shariah principles as recommended by Syafii et al. 
(2012) and Mohammed et al. (2015b). 

Our investigation of previous studies that conducted a study of maqasid sharias in Sharia 
banks is still limited to the following issues: measuring maqasid sharias in several banks, comparing 
maqasid sharia scores between banks, and it is still limited to limited research that explains the effect 
of corporate governance mechanisms on maqasid sharia index. Previous studies that examined 
performance based on Maqasid sharia only measured the size of Maqasid sharia index in the study 
sample and compared Maqasid sharia scores between banks and between countries (see Hurayra, 
2015; Rusydiana & Parisi, 2016; Syafii et al. 2012; Asutay & Harningtyas, 2015; Mohammed et al., 
2015b; Mohammad & Shahwan; 2013). Research that examines the factors causing the high and low 
maqasid sharia scores in a bank is still limited. We found only Kholid & Bachtiar (2015) and Mukhibad 
(2019) who examine the influence of the GCG mechanism on the performance of maqasid sharia. 
Kholid & Bachtiar (2015) by using a sample of 7 Sharia banks in Indonesia found that the number of 
commissioners had a positive influence on maqasid performance, the number of audit committees 
had a negative influence on maqasid performance and the number of SSBs did not have a significant 
effect on maqasid performance. Sementara itu, Meanwhile, Mukhibad (2019) used a number of 
variables to measure the performance of Maqasid sharia and found that corporate governance 
mechanism and SSB did not affect maqasid sharia. In his research, Mukhibad (2019) measured 
maqasid sharia based on maqasid sharia disclosure, but Kholid & Bachtiar (2015) measured maqasid 
sharia based on financial ratios.  

This study was conducted to complement the previous research, i.e. the study of Kholid & 
Bachtiar (2015) which only used the number of commissioners, audit committees, and SSB. From the 
previous studies, there are weaknesses in using numbers as indicators to measure the effectiveness of 
the work of the board. Large numbers of boards are very effective in large companies because these 
companies need special advice, but large numbers of boards are very likely to result in free-riding 
thereby reducing the quality of assessment (Coles, Daniel, & Naveen, 2008; Farag, Mallin, & Ow-
Yong, 2018). We complement the indicators for measuring the effectiveness of the board by using 
the number of meetings, education level, and cross membership.  

This study is presented in several sections. Our first part reviews the study of the need for new 
performance evaluations and in line with the concept of sharia entities. The second part of the study 
is on measuring performance and developing hypotheses, followed by research methods. In the next 
section, we present the results of research and discussion and then conclusions and recommendations. 
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Literature Review 

Stakeholders Theory, Islamic Enterprise Theory, and Maqasid Syariah 

An entity is a collection of many parties with many interests. Business can be understood as a set of 
values that creates relationships between groups within an entity. This mean that the business explains 
how customers, suppliers, owners, creditors, employees, the public, and managers interact to create 
company value. Therefore, the manager's job is actually to manage this relationship (Freeman, 2017) 
or also called as maintaining the fulfillment of all stakeholders’ interests. Freeman, Harrison, Wicks, 
Parmar, & Colle (2010) contend that the goal of stakeholder theory is to create value for all 
stakeholders. 

Sharia entities have broader stakeholders than other entities. This is because, in sharia entities, 
the management of company resources must be in accordance with general rules (laws and other 
regulations) and rules from God (sharia). Therefore, in Sharia entities, the responsibility of managing 
the company is to all stakeholders, including God (Mukhibad, 2019). Even in the context of sharia, 
fulfillment of God's law must take precedence over other interests. The realization of this concept is 
sharia compliance with a transaction is the main factor of sharia entity in making company policies. 

The theoretical, philosophical, objective, and operational differences between Sharia entities 
and conventional entities should also differ in performance measurement (Syafii et al., 2012). Previous 
researchers who examined the performance of Sharia banks are trapped in measurements using the 
same financial ratios as conventional banks. This approach is certainly not appropriate because it uses 
entity performance measurement tools that are not in line with the objectives of the sharia entity 
(Syafii et al., 2012; Hartono & Sobari, 2017; Mukhibad, 2019).  

In the introduction, we have written that maqasid sharia is an indicator that can be used as 
one of the solutions in measuring the performance of Sharia banks which is in line with the objectives 
of establishing Sharia banks. The basis used to develop this measurement model is the principle used 
by Sharia banks. This is by using Islamic law, so that performance measurement must also be in line 
with the objectives of sharia (maqasid sharia) (Hurayra, 2015; Mohammed, Tarique, & Islam, 2015a).  

When viewed in terms of language, maqasid sharia means the purpose of the implementation 
of Sharia—Islamic law (Mukhibad, 2019; Soleh, 2016). The purpose of Sharia is to improve the 
welfare of the community by protecting its faith (din), lust (nafs), reason ('aql), descent (nasi), and 
wealth (mal) (Asutay & Harningtyas, 2015; Mohammad & Shahwan, 2013; Mohammed et al., 2015a; 
Rusydiana, 2016; Shinkafi, Ali, & Choudhury, 2017; Sutrisno; Widarjono, 2017; Syafii et al., 2012; 
Tarique & Ahmed, 2017). 

There are several methods in measuring the level of maqasid sharia. The first method is to 
measure maqasid sharia index based on bank disclosures in the annual report. This method is done 
by counting the number of disclosures on the predetermined indicators. Disclosure indicators include 
justice, individual educating, and public interest (Mukhibad, 2019). These methods have been used 
by Asutay & Harningtyas (2015); andMukhibad (2019). 

The second method is to operationalize the maqasid sharia indicators in the form of financial 
ratios. Mohammed, Razak, & Taib (2008) introduce maqasid sharia index. In this method, Mohammed 
et al. (2008) applied Maqasid sharia indicators in several financial ratios. This measurement method 
has also been used by Rusydiana & Parisi (2016), Hartono & Sobari (2017), Syafii et al. (2012), and 
Kholid & Bachtiar (2015). We consider that the two measurement methods above were developed for 
different purposes. Maqasid sharia measurements based on disclosure are used to evaluate the 
effectiveness of communication between banks and stakeholders through their annual reports, while 
the measurement ratio approach emphasizes more on evaluating the level of achievement of bank 
performance. This study uses a financial ratio approach because it is aligned with the research 
objectives. In addition, maqasid performance evaluation based on the announcement by looking at 
corporate governance has been carried out by Mukhibad (2019), although there are different 
measurements of corporate governance performed by Mukhibad (2019) within this study. 
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In sharia bank management, it has a unique board—the sharia supervisory board (SSB).The 
studies uncover that SSB is empiricallyuseful to conduct monitoring and management consultancy in 
managing the company (Almutairi & Quttainah, 2016; dan Farook et al., 2011). In line with Law 
number 21 of 2008 concerning Sharia Banking, it is stated that SSB is needed to guarantee the 
operation of banks in accordance with Islamic law. However, the role of SSB is also in improving the 
quality of financial statements (Rini, 2014), reducing earnings management (Mersni & Ben Othman, 
2016); increasing profitability (Nomran, Haron, & Hassan, 2017; Shittu et al., 2016). The effectiveness 
of SSB in performing its duties depends on the number of SSB meetings, SSB Education level, and 
SSB cross membership.  

SSB performs its duties as supervisor and provides consulting services to bank managers. 
Coordination between SSB and management allows it to produce policies or even new products that 
are of interest to customers. Therefore, often the SSB in performing consulting and supervision 
services (as measured by the number of meetings) will have an impact on performance. The number 
of SSB meetings was not been widely used by previous researchers as an indicator to measure the 
effectiveness of SSB. However, Hameed, Wirman, Alrazi, Nazli, & Pramono (2004) assess that the 
number of SSB meetings is an indicator that can convince stakeholders that bank operations are in 
line with sharia rules. Therefore, the following hypothesis can be developed. 
H1: The number of SSB meetings has a positive and significant relationship to performance based on 

the maqasid shariah index.  
 

In addition to the number of meetings, the effectiveness of SSB in performing their duties is 
influenced by their educational background and education level. The level and background of SSB 
Education in accordance with the required competencies will certainly have an impact on the 
increasingly high quality of services provided by SSB. In contrast to the number of meetings, the 
educational background and level of SSB education have been widely used in previous studies such 
as Nurkhin, Rohman, Rofiq, & Mukhibad (2018) who found that SSB's educational background had 
a positive influence on the performance of zakat. Nomran et al. (2017) and Nomran, Haron, & Hassan 
(2018) found that SSB Education qualifications had a significant influence on profitability. 
Meanwhile, Safiullah & Shamsuddin (2018) found that the risks of bank operations and bankruptcy 
would decrease often with an increase in the qualification of SSB education. Therefore, we can 
develop the following hypothesis: 
H2: SSB Education Qualification has a positive influence on performance based on the maqasid 

shariah index.  
 

Another indicator commonly used by previous researchers in measuring SSB performance is 
cross membership. This SSB cross membership positively influences their efficiency by increasing 
their knowledge and experience, and then improving the quality of services provided and 
subsequently improving bank performance. This cross-bank SSB membership allows them to give 
advice to one bank to adopt a strategy or product that SSB meets in other banks. There is evidence 
that cross-directors increase information transparency through comparing knowledge obtained from 
other companies and because decisions made in one board can be a part of the information for 
decisions in other boards (El-Halaby & Hussainey, 2016). Nomran et al. (2018) have provided 
evidence that SSB cross membership has a positive influence on ROA. Therefore, the following 
hypothesis can be developed: 
H3: SSB cross membership has a positive influence on performance based on the maqasid shariah 

index.  
 
Agency theory assumes that the greater number of board of commissioners will reduce agency 

costs and improve coordination among the board of commissioners (Quttainah, Song, & Wu, 2011) 
and reduce information asymmetry (Nawaz, 2019). These assumptions present a consequence that 



 
Islamic corporate governance and performance based on maqasid sharia index– study in Indonesia 

118 © 2020 The Authors. Jurnal Siasat Bisnis. Published by The Management Development Centre, Department of Management, 
Faculty of Business & Economics, Universitas Islam Indonesia 

 

Sharia banks that have a large number of commissioners will perform better (Quttainah et al., 2011). 
Commissioners who have diverse backgrounds and a large number will enable the emergence of 
transfer of knowledge between them and will further increase their knowledge. Further effects will 
certainly improve bank performance. However, it must be monitored, that a large commissioner will 
incur coordination costs and may lead to a free rider. If this happens, then a large number of 
commissioners has a negative impact on performance. However, Basuony, Mohamed, & Al-Baidhani 
(2014) found that the number of boards had a positive influence on Tobin-Q, ROA and ROE (Almutairi 
& Quttainah, 2017). Meanwhile, Guest (2009) states that the number of commissioners has a negative 
impact on ROA. Bukair & Abdul Rahman (2015) found that the size of the board of commissioner 
influences ROE, but does not influence ROA. Based on previous studies there are those that have 
proven the relationship between board size and firm performance. However, Coles et al. (2008) argue 
that the relationship between the two depends on the company's economic environment. For example, 
companies with greater advisory needs (such as diversified companies and high debt) can benefit from 
a bigger board (Pathan & Faff, 2013). Sharia banks have more complex operations (Mollah, Hassan, 
Farooque, & Mobarek, 2017), so it requires a bigger board (Mollah & Zaman, 2015). Therefore, we 
develop the following hypothesis: 
H4: The number of commissioners board has a positive influence on performance based on the 

maqasid shariah index  
 
Banks that have a large ratio of independent commisioners board will reduce information 

asymmetry between management and owners as well as between majority owners and minority 
owners. The existence of an independent commissioner is very important in managing a company 
(Zhang, Cheong, & Rasiah, 2018). However, the role of independent boards in improving performance 
still results in mixed findings (Zhang et al., 2018). The findings of Pathan & Faff (2013) and Adewuyi 
& Olowookere (2008) reject the assumption of agency theory assumption that the existence of an 
independent commissioner will improve performance. However, in the corporate governance 
structure of companies with scattered ownership, an independent commissioner is needed to ensure 
the interests of minority owners and stakeholders. Therefore, we develop a hypothesis: 
H5: The ratio of independent commissioners board has a positive influence on performance based on 

the maqasid shariah index  
 
Similar to SSB, the commissioner also has the function to conduct supervision and 

consultation. This consultation was carried out during the meeting between the commissioners and 
management. The high number of meetings indicated that the commissioners had carried out their 
duties. This means that the number of commissioners' meetings can be used to assess the effectiveness 
of supervision and the provision of consultations by the commissioners (Carausu, 2015).  

In this study, we predict a positive relationship between the number of commissioners' 
meetings and performance. Commissioners who have the task of providing advice and supervisors on 
management policies and conducting meetings between commissioners and directors are one of the 
ways for commissioners to perform their duties. Therefore, the more often they do meetings, the 
greater the role of the commissioner in monitoring activities. Some researchers, likeJizi, Salama, 
Dixon, & Stratling (2014) and Kent & Stewart (2008) have proven this hypothesis. Therefore, we 
developed the following hypothesis: 
H6: The number of commissioners' meetings with directors has a positive influence on performance 

based on the maqasid shariah index  
 
The amount of assets is the amount of available resources used by the company in running 

its business. Large resources will increase the ability of banks to earn revenue. Therefore, the amount 
of assets has a positive influence on performance. Previous studies found a relationship between the 
amount of assets with profitability (Hakimi, Rachdi, Ben Selma Mokni, & Hssini, 2018; 
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Hirindukawshala, 2017); information disclosure (Magness, 2006); CSR (Magnanelli & Izzo, 2017), 
and CSR disclosure (Wuttichindanon, 2017). We have inducted the various forms of performance 
measures in the form of another performance measure—the Maqasid sharia. Therefore, we develop 
the following hypothesis: 
H7: Bank size has a positive influence on performance based on the maqasid shariah index  

 
Methods 

The study uses a sample of Islamic commercial banks in Indonesia, amounting to 12 banks with a 5-
year observation period, 2014 to 2018. The research sample was determined by purposive sampling 
method. Data were analyzed using panel data regression method with fixed effect model approach. 
The method was chosen after conducting a Chow-test and Hausman-test.  

Performance variables based on maqasid shariah are calculated on average from three 
indicators after weighting is calculated. The three indicators are: 

 
Table 1. Maqasid sharia index Indicator 

Indicator Element Performance Ratio 
Weight 

(%) 
a.  Education E1: Educational Grant R1: Educational grant/fee  24 

E2: Research R2: Research costs/total costs 27 
E3: Training R3: Training costs/total costs 26 
E4: Publication R4: Cost of publication/total cost 23 
Total 100 

b.  Justice* E6: Functional distribution 6: Total profit-sharing financing/Total Financing 45,71 
E7: Non-interest Bank Products R7: Interest income/Total income 54,29 
Total 100 

c. Wellbeing E8: Profit Ratio R8: ROA 33 
E9: Income Transfer R9: Zakah/Net Profit 30 
E10: Investment ratio in the real 
sector 

R10: Real sector investment/Total investment  
37 

Total 100 
* R5: Fair return ratio cannot be used in Indonesia because it includes publicly listed Sharia banks in Indonesia. 
Therefore, the Fair Return performance (30%) is divided into the other two indicators.  
 
Maqasid sharia index is calculated with the following formula: 
MQI = (30% x Education score) + (41% x Justice Score) + (29%x Welfare score) 
 
The independent variable is measured by: 
a. The number of SSB meetings is measured based on the number of SSB real meetings (frequency) 

in one year. 
b. The level of SSB education is measured by giving a weight of 1 if SSB has a Bachelor's education, 

a weight of 2 if SSB has a master's degree and a weight of 3 if SSB has a doctoral degree. The 
Education level score is calculated from the average Education score across the entire SSB. 

c. SSB cross membership is measured by calculating the average of the number of duplicate SSB 
positions. 

d. Independent commissioners are measured by the ratio of the number of independent 
commissioners to all commissioners. 

e. Board size is measured by the number of board of commissioners owned by the bank. 
f. The number of commissioners' meetings is measured by the total number of meetings 

(frequency) of the commissioners in one year. 
g. Size is measured by the number of log assets 
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Results and Discussion 

In this section, we present a descriptive analysis of each variable used: 
 

Table 2. Descriptive Statistics of Research Variables 

Indicator MSI 
SSB 

Meeting 
Cross 

Membership 
Education 

Level  
Independent 
Board (%) 

Board 
Size 

Board 
Meeting 

Assets 
(Million 

IDR) 

Min 12.6392 6 1.5 1 0 2 2 661,912  

Max 48.9029 30 5.5 3 1.5 6 23 98,341,116  

Mean 31.6043 13.71667 3.211111 2.341667 0.671734 3.75 9.883333 18,779,630  

St. Dev 9.4193 4.042535 0.985233 0.47083 0.250538 0.967699 5.511442 23,726,185  

 
Table 4 shows that banks in Indonesia have the maqasid sharia performance which still tends 

to be low at 31.60%. The number of Sharia bank’s SSB meetings in Indonesia is above the standard, 
which is 12 times a year. The realization is that SSB has meetings with an average of more than 13 
times in one year. The level of double occupation of SSB in Indonesia is relatively high, with an 
average SSB occupying more than 3 Sharia financial institutions. As a result, transfer of information 
and knowledge may occur between them. However, a large cross membership has a negative impact, 
i.e. the less time provided by an SSB in providing services to one of the Sharia banks. 

SSB in Indonesia, in terms of Education level, is also classified as quite good, i.e. by having 
an average level of Masters education and many are also holding a doctorate degree. This condition 
will also improve the quality of services provided. The structure of commissioners is occupied by a 
majority of independent commissioners with an average number of commissioners of more than 3 
people. The average number of commissioners' meetings is more than 9 meetings in 1 year. The 
frequency of commissioner council meetings is also quite high because it is above the minimum 
standard of only 6 meetings in 1 year. 

The results of the statistical test with the panel data regression analysis approach using the 
fixed effect model are as follows: 

 
Table 3. FEM Model Test Results 

Variables Coefficient Std. Error t-Statistic Prob. 
SSB Meeting -0.0026 0.0017 -1.5638 0.1256 
SSB Education -0.0444 0.0245 -1.8169 0.0765 
Cross Membership of SSB 0.0020 0.0094 0.2132 0.8322 
Independent Board Ratio -0.0737 0.0369 -1.9970 0.0525 
Board Size 0.0085 0.0137 0.6225 0.5371 
Board Meeting -0.0018 0.0012 -1.5631 0.1257 
Size 0.0646 0.0516 1.2525 0.2175 
Constant -0.3521 0.6665 -0.5283 0.6001 

 
Based on table 3, the following points can be concluded in the acceptance and rejection 

hypothesis table 4. It shows that all hypotheses developed in this study were rejected. These findings 
provide the conclusion that the concept of maqasid sharia measured by the model developed by 
Mohammed et al. (2008) has not been used by bank managers as a performance indicator to be 
achieved by Sharia banks.  

The first corporate governance mechanism used in this study was SSB measured by the 
frequency of SSB meetings, SSB Education level, and the average of double occupation of SSB. In 
general, all indicators used to measure the effectiveness of SSB in performing their duties to improve 
bank performance based on Shariah principles have not been proven statistically. These findings also 



Jurnal Siasat Bisnis Vol. 24 No. 2, 2020, 114-126 

© 2020 The Authors. Jurnal Siasat Bisnis. Published by The Management Development Centre, Department of Management, 
Faculty of Business & Economics, Universitas Islam Indonesia 

121 
 

support the findings of Kholid & Bachtiar (2015) which measures the effectiveness of SSB with the 
number of SSB also shows there is no relationship between the number of SSB and the performance 
of the maqasid sharia. Mukhibad's (2019) finding also supports the findings of this study. Using a 
more complex measure in measuring SSB, which includes the number of SSBs, frequency of meetings, 
cross membership, SSB expertise, and the level of SSB Education simultaneously does not influence 
the performance of maqasid sharia. However, maqasid shariah measurements used by Mukhibad 
(2019) based on disclosures in the annual report are different from studies based on financial ratios.  

 
Table 4. Table of Hypotheses Acceptance or Rejection  

Hypotheses Conclussion 
H1: The number of SSB meetings has a positive and significant relationship to performance 

based on the maqasid shariah index 
Reject 

H2: SSB Education Qualification has a positive influence on performance based on the maqasid 
shariah index  

Reject* 

H3: SSB cross membership has a positive influence on performance based on the maqasid 
shariah index  

Reject 

H4: The number of commissioner board has a positive influence on performance based on the 
maqasid shariah index 

Reject 

H5: The ratio of independent commissioner board has a positive influence on performance based 
on the maqasid shariah index  

Reject* 

H6: The number of commissioners' meetings with directors has a positive influence on 
performance based on the maqasid shariah index  

Reject 

H7: Bank size has a positive influence on performance based on the maqasid shariah index Reject 
Significant at the level of 10%, and has a negative coefficient 
 

There is an interesting finding from this study, which the level of SSB Education has a fairly 
strong and negative influence on the performance of maqasid sharia. This finding implies that the 
high level of SSB Education has encouraged banks to stay away from maqasid sharia. If we pay 
attention, most of the financial ratios used in measuring the maqasid sharia of Sharia banks in 
Indonesia are still low. For example, the financing structure channeled by Sharia banks in Indonesia 
is still dominated by murabahah financing that has fixed income (Anisykurlillah & Mukhibad, 2018). 
The reality of high fixed income based financing and the low profit and loss sharing (PLS) based 
financing indicates that Sharia banks are still practicing Islamic law in a false manner (Hidayah et al., 
2019). Even this phenomenon has a tendency that there is no difference between Sharia banks and 
conventional banks (Chong & Liu, 2009). The dominant reason for fixed income financing is because 
of risk reasons. This PLS financing has a greater risk than fixed income financing. Therefore, Sharia 
banks that have SSBs with a high level of education may be able to further enhance bank operations 
in the direction of achieving better economic performance. This possibility also occurs in the indicators 
of Education (workshop, training) and welfare (zakat and investment in the real sector), which in our 
opinion can reduce economic performance.  

Table 4 also shows that all indicators that we use in measuring the effectiveness of the board 
of commissioners in performing their duties (including the number of meetings, the number of 
commissioners, and the ratio of independent commissioners) in general also do not have a positive 
influence on the performance of the maqasid sharia. These findings reject the findings of Kholid & 
Bachtiar (2015) which found that the number of the board of commissioners had a positive influence 
on the maqasid sharia. Differences in the results of this study with the study of Kholid & Bachtiar 
(2015) is located in the method of analyzing data. Kholid & Bachtiar (2015) Used a regression (or 
common effect model) that tends not to pay attention to variations in data between banks, but this 
study uses FEM that pays attention to variations in data between banks. From the results of the chow 
test, we found that the fixed effct model is the best model rather than the random effect model or the 
common effect model. However, Mukhibad (2019) using the ratio of independent commissioners, the 
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number of audit committees, and the frequency of commissioners meetings found that all of these 
variables did not have a maqasid sharia disclosure. This means that this research verifies the results of 
Mukhibad's (2019) study.  

Table 3 shows that the ratio of independent commissioners actually has a negative impact on 
the performance of the maqasid shariah. As we previously suspected, the majority of indicators used 
in measuring maqasid sharia are indicators which, if applied, would reduce banks’ short-term 
economic performance. The presence of independent commissioners used to reduce agency conflicts 
between majority owners and minority owners prioritizes the economic performance of banks in the 
short term. This is because the sustainability of bank ownership by minority owners is not as long as 
the majority owner. This minority owner buys shares for short-term purposes.  

The results also showed that the size of the bank did not have a positive influence on the 
performance of the maqasid sharia. This finding reinforces the previous assumption that the maqasid 
sharia has not been an indicator of the performance to be achieved by Sharia banks in Indonesia. 
Sharia banks are still dominant in achieving economic performance. The condition of customers who 
tend to be rational (economic eriented) coupled with competition from Sharia banks and conventional 
banks in Indonesia (dual system banking) have encouraged Sharia banks to have competitive 
economic performance. 

 
Conclusion 

In general, the results of this study indicate that SSB and commissioners do not have a positive impact 
on the performance of Sharia banks based on maqasid sharia. In addition, the size of the bank is also 
not as one of the factors that has a positive influence on the performance of maqasid sharia. In 
addition, the level of SSB Education and the ratio of independent commissioners actually have a 
negative influence on the performance of maqasid sharia. Our guess is that the majority of financial 
ratios used in measuring maqasid sharia have a tendency to reduce the bank's economic performance 
in the short term, so that Sharia banks that have SSBs with doctoral education levels and Sharia banks 
that have a large independent commissioner ratio tend to avoid them. This means that short-term 
economic performance is preferred to the maqasid sharia performance. The results of this study also 
lead to the understanding that the concept of maqasid sharia (limited to the measurement tools we 
use) have not yet been fully appliedby the Sharia banks as an indicator of theirperformance. 

This study measures the performance of maqasid sharia developed by Mohammed et al. 
(2008). This model may still be in the form of a concept and needs to be discussed by the regulators, 
actors, and the Sharia supervisory board. This is due to the continuing discussion with the maqasid 
sharia indicator as a tool for evaluating bank performance. Therefore, further research can develop a 
maqasid shariah model that could be more acceptable to be applied in Indonesia. In addition to the 
development of maqasid sharia indicators, researchers can then compare performance measurements 
based on maqasid sharia with accounting-based performance indicators and explain which 
performance is more used by Sharia bank players. 
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