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Abstract

Purpose: Explain the consistency of the implications of NPF on Profitability
with Profit-sharing System of Islamic Banking through mudharabah financing
and musharakah financing before, during, and after the Covid-19 pandemic.
Method: Quantitative approach is used in this study with. The number of
observations is 14 Islamic banks in Indonesia. This study uses combined
financial statement data time series from the Financial Services Authority (OJK)
for the 2018-2024 period. The data analysis technique uses Moderating
Regression Analysis (MRA) with the JAMOVI tool to further examine the
contribution of NPF before, during, and after the covid-19 pandemic through
Slope Analysis.

Findings: First finding explains that NPF before and after covid-19 pandemic
weakened profitability through profit-sharing system with mudharabah
financing, while NPF during the covid-19 pandemic did not weaken
profitability. Second finding explains that NPF before and during the covid-19
pandemic did not weaken profitability, while NPF after the covid-19 pandemic
weakened profitability through profit-sharing system with musharakah
financing.

Novelty/Value: Originality of this study is the consistency of the implications
of NPF moderation on the profitability of Islamic banks in Indonesia through
profit-sharing system with different times, namely before, during, and after the
Covid-19 pandemic, because there is not yet consistency in the statement of
NPF's role in Islamic Banks before.

Keywords: profit-sharing system, non-performing financing, profitability,

Islamic Banking, mudharabah and musharakah.
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INTRODUCTION

Sharia accounting in Islamic banking studies about the financial system. The banking financial system in
Indonesia runs in two ways, namely conventional banks and Islamic banks. Conventional banks run their
business by way of an interest system, while Islamic banks run their business with sharia principles. Sharia
principles in Islamic banks are carried out to avoid riba (Maksum & Hidayah, 2023), one of which is the
result-sharing system carried out with the mudharabah and musharakah contract by prioritizing sharia
compliance (Alam et al., 2023). The impact of Covid-19 has disrupted social life because there are social
restrictions in society, in addition to having an impact on the economy with difficulty in obtaining income
(Horvath et al., 2020). It also has an impact on the Islamic banking system with a profit-sharing system that
results in the emergence of non-performing financing (NPF) (Afkar et al., 2020).

Mudharabah and musharakah are included in the contract that has not ensured results, as in the
Mixing Theory it can be seen that there is one party who is not able in terms of finances or expertise so that
it needs help or cooperation in a business (Sanurdi, 2019), in the end there will be financing. Profit-sharing
system with mudharabah financing and musharakah financing model are business activities that are carried
out to earn profit, of course, by paying attention to financial, social, and cost efficiency aspects (Anis et al.,
2023). However, every financing made by Islamic banks to customers can pose the risk of non-performing
loans (Fakhrunnas et al., 2022) which will have an impact on profitability. In addition, during the Covid-
19 pandemic, it also decreased profitability because operating costs were greater and NPF tended to increase
(Afkar & Fauziyah, 2021). It interesting to see from the perspective which is more comprehensive than the
profit-sharing system in Islamic banks.

It should be noted that the banking financial phenomenon in Indonesia at the time of the Covid-19
pandemic, almost all financial sectors and the real sector were affected, such as the prediction at the end of
2021 that Islamic banks experienced decline in profits to the point of having an impact on losses (Afkar &
Fauziyah, 2021). The decrease in profit occurs due to decrease in the amount of sharia financing provided
or defaults from customers called Non-Performing Financing (NPF) (Shawaqfeh et al., 2024) Even though
financial technology has developed and provides convenience. Therefore, Islamic banks are encouraged to
be more selective in distributing financing and maintaining capital adequacy, at least paying attention to
the principle of prudence based on the bank health criteria (Nasir et al., 2022). It indicates that capital,
liquidity, and NPF are internal factors that affect the financial performance of Islamic banks (Ahmad
Munawar & Sulaeman, 2023). In addition, the total financing provided to customers is the main
performance of Islamic banks during the Covid-19 pandemic (Riani & Ikhwan, 2022), which in the end
will always be overshadowed by defaults from customers.

The problem of default arising from financing with profit-sharing system is of particular concern
because profit-sharing financing is type of financing that requires trust between the parties involved in the
contract (Sanurdi, 2019). This belief can be seen from the mudharabah contract and the musharakah
contract. Mudharabah contract gives full trust to the customer by providing 100% funding and bearing
100% of the financial loss, while the musharakah contract gives trust to the customer by depositing capital
and losses are borne by each party according to the capital set. The two contracts also share profits according
to the agreement, which is reflected in the Islamic economic and financial approach (Maghfirah, 2022). It
makes it possible to manage the performance of Islamic banks under the pressure of Covid-19 (Boubaker
et al., 2023)

Financing disbursement carried out with a profit-sharing system after the Covid-19 pandemic can
contribute to the level of profitability for the sustainability and development of Islamic banks (Muthoifin
et al., 2024). Financial performance through profitability can strengthen the characteristics of the profit-
sharing system and improve trust in Islamic banks (Hanafi, 2021). However, with this revenue-sharing
system, NPF is always overshadowed by the occurrence of NPF which can cause decrease in the ability of
Islamic banks to obtain income from financing distribution (Nasokha & Yudiana, 2022). Therefore, NPF
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needs to be managed according to the bank's health criteria, so that it can maximize the level of profitability,
considering that the risk of financing with profit-sharing system is quite high.

The phenomenon that has occurred in Islamic banks during and after the Covid-19 pandemic since
2020 until now shows fluctuations in the level of profit obtained, especially in 2022 and 2023 showing an
increase in average profit every year of 2.01% and 2.05%, but in 2024 it will decrease to 1.98% based on
data from the Financial Services Authority (OJK). Its shows indications that there are factors that cause
decrease in profits, it possible that it is NPF. Why is that? because NPFs directly affect and weaken the
level of profitability (Afkar et al., 2020) and (Hidayat et al., 2021). As explained (Maity & Sahu, 2022) that
NPF is capable of weakening up to 15% in Yemeni banks. Surprisingly, some studies explain that NPF has
an effect on profitability but not moderation (Maryani et al., 2024) and (Nasokha & Yudiana, 2022). Its
indicates that there are research problems in the form of inconsistencies in research results so that it has not
explained the certainty of NPF as moderation or not.

The emergence of NPF is indeed from the financing that is distributed during and after the Covid-19
pandemic, even though the profit-sharing system has contribution to the financial performance of Islamic
banks, especially in musharakah transactions (Hanafi, 2021) and can be done with the mutanaqisah
musharakah contract (Muqorobin & Kurniawan, 2022), while mudharabah transactions contribute to the
second level (Majalis et al., 2021), in addition to mudharabah can also be designed in the form of equity
(Wibisono et al., 2024). Its means that the profit-sharing system run by Islamic banks has contribution to
profit so that it will have an impact on business sustainability (Stalia et al., 2024). Its shows an indication
of the urgency of musharakah (Saputro et al., 2024) and the urgency of mudharabah (Stalia et al., 2024) as
profit-sharing system that is optimally managed by paying attention to profitability. It should be noted that
there is potential that emerges from this research is the certainty of the role of NPF in the result-sharing
system so that research results that support the theory or not will be obtained.

Potential role of NPF in moderating the profit-sharing system and profitability of Islamic banks can
ultimately have implications for the loyalty and trust of customers as well as Muslim and non-Muslim
communities (Djawas et al., 2023), because in general Muslims will consistently accept their religiosity in
sharia transactions (Ali et al., 2024), so that it is able to compete with conventional systems (Maulana et
al., 2024). Therefore, Islamic banking must implement profit-sharing financing with an Islamic concept so
that it is able to minimize the occurrence of problematic financing (Asiyah et al., 2019). This potential will
provide an overview of the occurrence of bad debt from the profit-sharing system that every distribution of
financing to customers through mudharabah and musharakah schemes with the type of contracts that hold
high trust, turns out to still cause problems in payments.

The profit-sharing system through mudharabah financing and musharakah financing will provide
opportunities to earn profits for Islamic banks, but it is still necessary to be vigilant to manage the
occurrence of bad debt. We know that the distribution of mudharabah financing is able to contribute profits
(Musfiroh et al., 2024), as well as the musharakah financing (Lestari & Anwar, 2021) for Islamic banks.
However, it is still necessary to manage to reduce the occurrence of NPF with the concept of prudence
(Asiyah et al., 2019) thus providing more significant percentage of profit in the increasingly competitive
era of financial technology (Hakim, 2023).

Point of View sharia accounting to see the contribution of the profit-sharing system is the purpose of
this study to ensure the role of NPF as variable that is able to weaken the profit acquisition of Islamic banks
in conditions before, during, and after the Covid-19 pandemic. It makes it possible to obtain a financing
model to contribute to Islamic banks because in theory mudharabah financing and musharakah financing
are ideal and have the potential for profit, but in practice mudharabah financing and musharakah financing
have not become the main standard for Islamic banks (Rufaida, 2024), so that type of financing is needed
from profit-sharing system that is able to maintain financial stability (Addury & Ramadhani, 2024). In
addition, to ensure the consistency of moderation from NPF to profitability through profit-sharing system,
because financing that is not flowing results in losses (Shonhadji, 2020), but in other studies, there was
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research gap in the form of inconsistencies in research results that emphasized the role of NPF in the profit-
sharing system on profitability.

LITERATURE REVIEW

Exchange and Mixing Theory

Exchange and mixing theory are two important concepts in Islamic economics, especially in the context of
Islamic banking. Exchange Theory (natural certainty contracts) describes transactions that involve the
exchange of goods or services with certainty, while the mixing theory (natural uncertainty contracts)
describes transactions that involve risk and uncertainty (Sanurdi, 2019). These two theories are very
important in Islamic banking because they help determine the type of contract that is in accordance with
Islamic principles. Exchange theory is used for certainty-oriented transactions, while blending theory is
used for risk-oriented transactions and profit potential. This mixing can occur due to the lack of ability to
establish a business so that it requires the help of the whole (mudharabah) and cooperation (musharakah)
from other parties. With lack both in terms of capital and the ability in this case expertise, the parties who
want to carry out a transaction apply several ways that can make it easier for them(Sanurdi, 2019).

Table 1. Difference of Exchange and Mixing Theory

Aspects Exchange Theory Mixing Theory
. There is certainty in the amount and L .
Certainty time No certainty in the amount and time
Risk Risk borne by the debtor Shared risk
Example of Contract Buying and selling, rent, debt Profit Sharing
Advantage Definite benefits Uncertain profits, depending on business
outcomes

Source: Personal Data (2025)

Profit-Sharing System

Profit-sharing system is a sharia transaction that is carried out with profit-sharing agreement and a risk
sharing agreement according to the contract (Muthoifin et al., 2024). It can be done by means of the
Mudharabah contract and the Musharakah contract (Sanurdi, 2019). This system does not use interest for
transactions, but rather uses profit-sharing system of profits and losses of the business that is carried out so
that there is fairness in terms of contributions and business failures. Profit-sharing system is one of the
sharia financing products provided by Islamic banks for types of investment in the financial system
(Indrastomo, 2023). Justice in the distribution of profits and risk of loss is goal to be achieved in Islamic
sharia or called magasid sharia (Bashori et al., 2024).

Mudharabah is cooperation contract in business between two parties, where the first party (shahibul
maal) provides all the capital, while the second party (mudharib) acts as the manager of the business capital
(Tarmizi et al., 2024). The profits from Mudarabah's business are divided according to the agreement in
the contract. Meanwhile, losses are borne by the capital owner, unless the loss is caused by the negligence
of the manager. If the loss occurs due to negligence or fraud from the manager, then the manager is
responsible for the loss (Rufaida, 2024).

Musharakah is cooperation agreement between two or more parties to carry out certain business in
accordance with Islamic sharia principles, where each party contributes funds, skills, or expertise and agrees
to share profits and risks together in accordance with the agreement that has been set (Rufaida,
2024). Musharakah is cooperation agreement in business between two or more parties, in which each party
contributes funds and agrees to share profits and risks together (Nazwa & Hasbi, 2021). In Musharakah,
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the distribution of profits is according to the agreement, while the risk of loss is divided according to the
portion of the capital deposit of each party involved in the contract (Zuoby & Mas’ad, 2022).

Non-Performing Financing (NPF)

NPF is problematic financing that occurs due to a default from financing customer. NPF is credit risk
that indirectly follows the financing disbursed, in other words every financing disbursed will give rise to
bad debt (Nasokha & Yudiana, 2022). Financing that is not flowing results in losses for banks because
they do not receive profits from the financing distributed (Shonhadji, 2020). The type of NPF can be
categorized as substandard, doubtful, and loss (Asiyah et al., 2019). Highest of NPF can indicate large
credit risk that can reduce the income and profits of Islamic banks. NPF is caused by internal bank
problems in the financing approval process or financial difficulties faced by customers (Afkar et al.,
2020). NPF at the time of Covid-19 showed an increase resulting in a decrease in Islamic bank profits
(Afkar & Fauziyah, 2021).

NPF in practice has an impact on the profitability of Islamic banks, so it is necessary to manage a
balanced balance between NPF and profitability in order to focus on distributing financing to customers
(Afkar, 2018). NPF from the profit-sharing system appears not suddenly but because of financing that
customers cannot repay due to difficulties in managing their business or experiencing business failure.
Finally, every type of credit distribution will always be overshadowed by payment difficulties from
customers which results in the emergence of NPF. NPF shows the ability of Islamic banks to manage
non-performing assets disbursed through financing (Lubis et al., 2024). NPF is a credit risk that arises
due to problems in the rate of return by customers to Islamic banks (Widarjono & Rudatin, 2021).
According to the Financial Services Authority (OJK), the NPF size is still within the reasonable limit of
up to 5%.

Profitability

Profitability has an important role for Islamic banks which is used to measure their ability to earn profits
through their assets and as the effectiveness of business management over a certain period (Nasokha &
Yudiana, 2022). One measure of profitability can be measured using Return on Asset (ROA). Profitability
calculation using ROA is more generally recognized because it focuses on managing all assets owned to
earn profits (Asiyah et al., 2019). Profitability can be used as one of the performance of Islamic banks for
business sustainability, the greater the ROA, the better and healthier the performance of Islamic banks.
However, during the Covid-19 pandemic, the profitability level of Islamic banks tended to decline (Afkar
& Fauziyah, 2021).

ROA is the ratio of the level of profitability measurement used by Islamic banks. Profitability is the
ability of company to earn profit from the assets it owns (Muksal, 2018). Profitability is one of the
requirements for business sustainability which is reflected in the financial performance of Islamic banks
(Dalimunthe, 2018). The ratio that is often used to measure the level of profitability of Islamic banks in
general is ROA because the calculation uses all assets owned so that it will be seen that its ability to manage
productive assets will be seen.

Hypothesis Development

Profit-sharing system with the Mudharabah contract is type of sharia financing that is categorized as
investment because there are two parties who agree to manage the business with their respective roles.
Mudharabah financing in practice can contribute to the profitability of Islamic banks (Musfiroh et al.,
2024). Likewise with (Lestari & Anwar, 2021) explained that profitability measured by ROA can be
influenced by mudharabah financing. The contribution of mudharabah financing to be able to increase its
role as profit-sharing system that can increase profits (Muthoifin et al., 2024). Point of view mixing theory
explains that the mixing of assets and money in mudharabah contracts in business that is managed by the
same is aimed at obtaining profits (Sanurdi, 2019). The profits will be divided according to the agreement,
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while the risk of financial loss is borne by the shahibul maal (the owner of the fund. In principle, the profit-
sharing system with mudharabah contract is able to contribute to profitability because basically the sharia
financing that is distributed is business activity of an Islamic bank to earn profit.
H1: Profit-sharing system with Mudharabah financing has effect on profitability

Musharakah is type of profit-sharing system that is carried out by collaborating to manage business
according to sharia principles, where each party contributes to depositing capital with each other (Muthoifin
et al., 2024). It sharia financing scheme distributed by Islamic banks with the aim of making profit. As
explained by the fact that the profitability of Islamic banks can be influenced by musharakah financing
(Sari & Mabharani, 2022) and (Bahri, 2022). However, research (Lestari & Anwar, 2021) shows different
results, namely musharakah financing does not affect the profitability of Islamic banks. The point of view
of mixing theory explains that there is mixture of assets and money in musharakah transactions by
depositing capital with each other to manage a business with the aim of making a profit. The mixing in the
profit-sharing system shows the distribution of profits according to the agreement, while the risk of loss
will be divided according to the paid-up capital (Sanurdi, 2019). In this case, it shows that every sharia
financing distributed by sharia banks to customers has the potential to earn profit.

H2: Profit-sharing system with Musharakah financing effect on profitability

Before the Covid-19 pandemic, NPFs from the profit-sharing system always appeared when Islamic
banks distributed financing (Afkar, 2018) As in mudharabah financing, as well as when there is a Covid-
19 pandemic and after Covid-19 is declared over, NPF always overshadows every Islamic bank financing.
NPF is problematic financing with the category of substandard, doubtful, and loss (Asiyah et al., 2019).
NPF is financing that occurs due to difficulties in payment according to the agreement between the customer
and Islamic bank. Direct impact during the Covid-19 pandemic of payment difficulties affects the level of
profitability of Islamic banks (Afkar et al., 2020), as well as NPF is able to moderate the profit-sharing
system through mudharabah financing and musharakah financing on profitability. In addition to
profitability, it turns out that operational costs can also be moderated by NPF so that operations become
inefficient (Hidayat et al., 2021), which will further have an impact on the profit of Islamic banks. However,
the performance of Islamic banks during Covid-19 tends to decline (Demirgiic-Kunt et al., 2021).

H3: Profit-sharing system with Mudharabah financing and profitability moderated by Non-Performing
Financing during the covid-19 pandemic

NPF in Islamic banks during the Covid-19 pandemic can weaken profit generation (Afkar &
Fauziyah, 2021). In theory, the NPF that arises from profit-sharing financing will affect the decline in the
level of profitability so that it plays a role in weakening the ability of Islamic banks to make a profit.
Although before Covid-19 in fact Islamic banks have carried out the principle of prudence in distributing
profit-sharing financing (Asiyah et al., 2019). However, in practice some studies show results that differ
from the theory because the risk of financial management is greater during Covid-19 (McAleer, 2020). As
explained, NPF has an effect on the profitability of Islamic banks, but it is not moderation variable (Maryani
et al., 2024) and (Nasokha & Yudiana, 2022), so that NPF does not play role in weakening the profitability
of Islamic banks. Other research by (Lestari & Anwar, 2021) shows that mudharabah with profitability can
be moderated by NPF, but NPF is not able to moderate musharakah with profitability. However, there is a
difference in research results, in theory it is explained that NPF arises because of financing provided with
the aim of obtaining profits, so that the occurrence of NPF can affect the decrease in profitability.

H4: Profit-sharing system with Musharakah financing and profitability moderated by Non-Performing
Financing during the covid-19 pandemic
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Mudharabah Financing
X1

Non-Performing Financing
(NPF)
(]

Profitability (Y)

Musharakah Financing
(x2)

Figure 1. Conceptual Framework

RESEARCH METHOD

This study uses quantitative approach because it aims to explain the perspective of the Islamic bank
revenue-sharing system with NPF moderation with statistical calculations. Sharia Commercial Banks in
Indonesia totaled 14 used as research samples with saturated samples as sampling techniques. Data
documentation is obtained from the combined Financial Statements of Sharia Commercial Banks registered
with the Financial Services Authority (OJK) for the time series period 2018 — 2024. The period before the
covid-19 pandemic is 2018-2019, then the period during covid-19 pandemic is 2020-2022, and the period
after the covid-19 pandemic is 2023-2024. The assumption of the use of the data represents fluctuations in
profitability during the covid-19 transition period and after the end of covid-19 so that it can be seen as data
that can represent the current financial condition. These considerations are also the basis for providing an
overview of the role of the profit-sharing system as variable that determines or obstacles the development
of Islamic banks.

There are 4(four) variables in this study, which consist of 2(two) independent variables, 1(one)
dependent variable, and 1(one) moderation variable. The independent variables in this study are
Mudharabah Financing (X1) and Musharakah Financing (X2). The four variables will be conveyed with
calculations that are in accordance with the measuring tool with the ratio scale.

Mudharabah financing (X1) is a cooperation agreement between the bank (shahibul maal) and the
customer (mudharib) to run a business or project, with the bank providing funds and the customer managing
the business. Profits of the business are divided based on the agreed ratio, and the losses are borne by the
mudharib (manager) if they are caused by their negligence (Karim, 2020). Musharakah financing (X2) is
form of business cooperation between two or more parties, where each party contributes capital and
cooperation to run certain business. Profits and losses will be divided according to the agreed ratio or
proportion of the respective capital (Karim, 2020).

Profitability (Y) is the ability of company to generate profits or profits. It is measured through various
financial ratios that show how the company manages assets, sales, and capital to generate profits (Afkar,
2015).
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Non-Performing Financing (NPF) (M) is term that refers to financing that has problems in its payment,
either partially or fully by customers to Islamic financial institutions. NPF indicates the level of credit risk

and can affect the financial performance of Islamic banks (Afkar, 2015).

Table 2. Measurement of Research Variables

No Variables Measurement (Ratio)

1 Mudharabah Financing (X1) Mudharabah Financing
Total Financing

2 Musharakah Financing (X2) Musharakah Financing
Total Financing

3 Profitability (Y) Earning After Tax

Total Assets
4 Non-Performing Financing (M) Bad Debt

Total Financing

Source: Personal Data (2025)

Moderating regression analysis (MRA) and Slope Analysis is used as data analysis technique (Rahadi &
Farid, 2021). MRA is often used in previous studies using Smart PLS-SEM, AMOS, and other media. Smart
PLS-SEM and AMOS are not used because the tool can be used when the variables used are latent variables
or variables that still need to be measured with certain research instruments such as questionnaires with
specified measurement scale. While the variables in this study include the type of Manifest variable that
can be directly measured using the original unit or using formulas (Solimun et al., 2017). MRA in this study
used JAMOVI media to prove the role of moderation in the Benefit-sharing System and Slope Analysis
was used to determine the difference in the contribution of moderation before, during, and after the covid-
19 pandemic. MRA in this study uses JAMOVI media because it is to obtain an in-depth study with slope
analysis in order to obtain research findings from different perspective, namely the contribution of NPF
before, during, and after the covid-19 pandemic. Before conducting data analysis, the next step is to test
assumptions in the form of normality, multicollinearity, autocorrelation, and heteroscedasticity as condition
to ensure the feasibility of the data used. Hypothesis testing was carried out partially to determine the
contribution of each independent variable to the dependent variable, while subsequent hypothesis testing
was carried out to determine the contribution of each variable.

RESULTS AND DISCUSSION
Results

The results of this research were obtained through sequential analysis starting from the presentation of
descriptive statistics to obtain an overview of the value of each variable. Furthermore, the results of the
analysis test assumed the feasibility of data through normality, avoided direct relationships between
moderation, independent, and dependent variables through multicollinearity, avoided direct relationships
between independent variables through autocorrelation, and ensured homogeneous data through
heteroscedasticity.

Table 3 shows the descriptive statistics of the data collected. A total of 84 data was obtained from
the combined financial statements for the 2018-2024 period. The data shows a mean value from 1.31 to
6.14, while the standard deviation value starts from 0.143 to 0.290, the result shows that the standard
deviation value is smaller than the mean, meaning that the data collected tends to be homogeneous because
it is close to the mean value with a very small distribution variance of 0.0204 to 0.0842. These descriptive
statistics show that the data used in this study is suitable as basis for analysis.
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Table 3. Statistic Descriptives

Descriptives

Profitability (Y) NPF (M) ll;/;rl:::?i;agb?}l(ll) Musharakah Financing (X2)
N 84 84 84 84
Missing 0 0 0 0
Mean 1.31 1.72 1.36 6.14
Median 1.37 1.79 1.27 6.12
Mode 1.43 1.43 0.986 5.62
Sum 110 145 114 516
Standard deviation 0.143 0.209 0.223 0.29
Variance 0.0204 0.0437 0.0496 0.0842
Minimum 0.646 1.43 0.986 5.59
Maximum 1.47 2.28 1.85 6.81

@ More than one mode exists, only the first is reported
Source: Data processed — JAMOVI (2025)

Table 4 shows the results of the assumption test that has been carried out with the aim of ensuring the
feasibility of the data so that it can be used in data analysis. The results of the normality test obtained a
significance value of 0.313 > 0.05, so it can be assumed that the data collected is normally distributed. The
results of the autocorrelation test obtained value of 1,52 < 2.35, so it can be assumed that there is no
autocorrelation or similarity of variants between independent variables. The results of heteroscedasticity
were obtained with significance value of 0.997 > 0.05, so it can be interpreted that the data collected is
homogeneous. Furthermore, the results of the multicollinearity test were obtained for the variable X1 with
value of VIF = 3.67 and Tolerance = 0.273, while X2 with a value of VIF = 2.65 and Tolerance = 0.377,
and finally the variable M with value of VIF = 0.539 and Tolerance = 0.185, so it can be interpreted that
there is no similarity of variants between the free variable and the moderation variable in the dependent
variable.

Table 4. Assumption Test Results

No Test Condition Result Results
1  Normality Sig > 0.05 0.313 Normal
2 Auticorrelation DW <2.35 1.52 fit
3 Heteroskedasticity Sig > 0.05 0.997 fit
4 Multicolinierity LIVE <10 X1 fit

Tolerance < 1 VIF = 3.67
Tolerance = 0.273

X2

VIF =2.65
Tolerance = 0.377
M

VIF =5.39

Tolerance = 0.185

Source: Data processed — JAMOVI (2025)

Partial Test
Table 5 shows the results of the hypothesis test partially to determine whether or not there is partial
influence of the free variable on the bound variable. To find out the influence of each variable, there are
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conditions that must be met, namely the teoun Value > tubie With significance level of < 0.05. The teount value
is obtained from the results of data processing, while the twpie value is obtained with the degree of freedom
n-k-1. It can be explained that n = number of observations, k = number of independent variables. So that a
tabte value of 1.989 was obtained.

Table 5. Partial Test Results
Model Coefficients - Profitability (Y)

Predictor Estimate SE t P
Intercept 30119 04032 747 o
jg(ulc;hambah Financing 202061 0.0756 5.73 0.008
j(\;[gg)hamkah Financing -0.0984 0.0493 '1 99 0.049

Source: Data processed — JAMOVI (2025)

The results of the partial test of the mudharabah financing (X1) on Profitability (Y) were obtained with
teount = 2.73 > tanie = 1.989, with significance level of p-value = 0.008. In addition, an estimate value or
coefficient of -0.2061 was also obtained. Based on this calculation, it can be explained that mudharabah
financing (X1) has significant effect on profitability (Y). Negative coefficient value explains that every
increase in mudharabah financing (X1) will cause significant decrease in the level of profitability (Y).
The results of the partial test of the musharakah financing (X2) on Profitability (Y) were obtained
with teount= 1.99 > tunie = 1.98, with significance level of p-value = 0.049. In addition, an estimate value or
coefficient of 0.0208 was also obtained. Based on this calculation, it can be explained that musharakah
financing (X2) has significant effect on profitability (Y). Negative coefficient value explains that every
increase in musharakah financing (X2) will cause significant decrease in the level of profitability (Y).

Moderation Test

Table 6. Moderation Test Results

Moderation Estimates

Estimate SE With p
Mudharabah Financing (X1) -0.157 0.0462 -3.40 <.001
NPF (M) -0.344 0.0405 -8.49 <.001
. . "
?ﬁ‘)‘m“mbah Financing (X1) = NPE 4 479 0.1871  -2.56 0.010
Musharakah Financing (X2) -0.0686 0.0295 -2.33 0.020
NPF (M) -0.6085 0.0409 -14.86 <.001
. . «
Musharakah Financing (X2) * NPF 0.3623 0.1208 3.00 0.003

M)
Source: Data processed — JAMOVI (2025)

Table 6 shows the calculation results for the hypothesis test using the moderation variable. The results of
the first moderation calculation X1*M obtained significance p-value = 0.010 < 0.05. Based on the results
of the calculation, it can be explained that NPF (M) can moderate mudharabah financing (X1) to
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profitability (Y). Meanwhile, the results of the second moderation calculation X2*M obtained significance
p-value = 0.003 < 0.05. Based on the results of these calculations, it can be explained that NPF (M) can
moderate musharakah financing (X2) to profitability (Y). Therefore, based on the results of these
calculations, it can be interpreted that NPF (M) can moderate mudharabah financing (X1) and musharakah

financing (X2) to profitability (Y).

name
Average

02 Low (-15D)
High (+18D)

Profitability (Y)
Profitability (¥)

02 00 02 02

00 02 04

Mudharabah Financing (X1) Mudharabah Financing (X1)

A. Before

B. During

name
Average
Low (-18D)
High (+18D)

Profitability

02

00 02 04
Mudharabah Financing (X1}

C. After

Figure 2. Simple Slope Plot for Moderating NPF through Mudharabah Financing

name
Average

Low (-18D)
High (+13D)

Figure 2 explained the results of NPF moderation before, during, and after the Covid-19 pandemic. Figure
(A. Before) shows that before the Covid-19 pandemic, NPF could weaken the profitability of mudharabah
financing distribution. The image (B. During) shows that during the covid-19 pandemic, NPF did not
weaken the profitability of the distribution of mudharabah financing. Figure (C.After) shows that after the
covid-19 pandemic, NPF can also weaken the profitability of mudharabah financing distribution. Thus,
NPF can moderate mudharabah financing and profitability before and after the covid-19 pandemic, while
during the covid-19 pandemic NPF does not moderate mudharabah financing and profitability.

Table 7. Simple Slope Analysis for Moderating NPF to Profitability by Mudharabah Financing

Simple Slope Estimates

Estimate SE With p

Before ~ X1 *M  Average -0.413 0.116 -3.56 <.001
covid-19 Low (-1SD) -0.276 0.136 2.03 0.042
pandemic High (+1SD) -0.549 0.151 -3.64 <.001
During  X1*M  Average -0.147 0.1056 -1.393 0.164
covid-19 Low (-1SD) 20,144 0.1512 20,952 0.341
pandemic

High (+1SD) -0.150 0.0816 -1.841 0.066
After X1*M  Average -0.439 0.0901 -4.88 <.001
covid-19 Low (-1SD) -0.617 0.1183 522 < 001
pandemic

High (+1SD) -0.261 0.0746 3.5 <.001

Note. shows the effect of the predictor (Mudharabah Financing (X1) on the dependent variable (Profitability (Y)

at different levels of the moderator (NPF (M)

Table 7 shows the results of slope analysis to see the role of NPF (M) between mudharabah financing (X1)
and profitability (Y) before, during, and after the covid-19 pandemic at average, low, and high levels. That
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is, providing an explanation of the moderation variable with certain condition so that it is known that the
time is actually moderation. The level of significance used as condition is as base, namely the p-value <
0.05.

The results of first analysis showed that the NPF variable (M) before the covid-19 pandemic was
obtained at an average level of p-value <0.001 < 0.05, at low p-value = 0.042 < 0.05, and at high time p-
value <0.001 < 0.05 was obtained. It means that before the Covid-19 pandemic, the amount of NPF (M) at
average, low, and high levels was able to moderate significantly between mudharabah financing (X1) and
profitability (Y).

The results of second analysis showed that the NPF variable (M) during the covid-19 pandemic was
obtained at an average level of p-value = 0.164 > 0.05, at low p-value =0.341 > 0.05, and at high time p-
value = 0.066 > 0.05 was obtained. It means that during the Covid-19 pandemic, the amount of NPF (M) at
average, low, and high levels turned out to be unable to moderate between mudharabah financing (X1) and
Profitability (Y).

The results of the third analysis showed that the NPF variable (M) after the covid-19 pandemic was
obtained at an average level of p-value <0.001 < 0.05, at low p-value <0.0001 < 0.05, and at high p-value
<0.001 < 0.05. It means that after the Covid-19 pandemic, the amount of NPF (M) at average, low, and
high levels turned out to be able to moderate significantly between mudharabah financing (X1) and
Profitability (Y).

Table 8. Simple Slope Analysis for Moderating NPF to Profitability by Musharakah Financing
Simple Slope Estimates

Estimate SE With p
Before X2*M  Average -0.0170 0.0946 -0.18 0.857
covid-19 Low (-1SD) -0.0916 0.0905 -1.012 0.311
pandemi
c High (+1SD) 0.0576 0.1245 0.463 0.644
During X2*M  Average -0.1696 0.1459 -1.16 0.245
covid-19
pandemi
c Low (-1SD) -0.2442 0.2155 -1.13 0.257
High (+1SD) -0.0951 0.0945 -1.01 0.315
After X2*M  Average -0.177 0.0384 -4.62 <.001
covid-19
pandemi
c Low (-1SD) -0.148 0.0525 -2.82 0.005
High (+1SD) -0.207 0.034 -6.08 <.001

Note. shows the effect of the predictor (Musharakah Financing (X2) on the dependent variable
(Profitability (Y) at different levels of the moderator (NPF (M)

Table 8 shows the results of slope analysis to see the role of NPF (M) between musharakah financing (X1)
and profitability (Y) before, during, and after the covid-19 pandemic at average, low, and high levels. That
is, providing an explanation of the moderation variable with certain condition so that it is known that the
time is actually moderation. The level of significance used as condition is base, namely the p-value < 0.05.

The results of first analysis showed that the NPF variable (M) before the covid-19 pandemic was
obtained at an average level of p-value = 0.8571 > 0.05, at low p-value = 0.311 > 0.05, and at high time p-
value = 0.644 > 0.05 was obtained. It means that before the Covid-19 pandemic, the amount of NPF (M) at
average, low, and high levels was not able to moderate between musharakah financing (X2) and
Profitability (Y).
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The results of second analysis showed that the NPF variable (M) during the covid-19 pandemic was
obtained at an average level of p-value = 0.245 > (.05, at low p- value = 0.257 > 0.05, and at high time p-
value =0.315 > 0.05 was obtained. It means that during the Covid-19 pandemic, the amount of NPF (M) at
average, low, and high levels turned out to be unable to moderate significantly between musharakah
financing (X2) and Profitability (Y).

The results of third analysis showed that the NPF variable (M) after the covid-19 pandemic was
obtained at an average level of p-value <0.001 < 0.05, at low time p-value was obtained = 0.005 < 0.05,
and at high time p-value <0.001 <0.05 was obtained. It means that after the Covid-19 pandemic, the amount
of NPF (M) at the average, low, and high levels of the results turned out to be able to moderate between
musharakah financing (X2) and Profitability (Y).
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Figure 3. Simple Slope Plot for Moderating NPF through Musharakah Financing

Figure 3 explained the results of NPF moderation before, during, and after the Covid-19 pandemic. Figure
(D. Before) shows that before the covid-19 pandemic, NPF could not weaken the profitability of the
distribution of musharakah financing. The image (E. During) shows that during the covid-19 pandemic,
NPF could not weaken the profitability of the distribution of musharakah financing. Figure (F.After) shows
that after the covid-19 pandemic, NPF can weaken the profitability of the distribution of musharakah
financing. Thus, NPF can moderate musharakah financing and profitability after the covid-19 pandemic,
while before and during the covid-19 pandemic NPF does not moderate musharakah financing and
profitability.

Discussion

Effect of Profit-Sharing System with Mudharabah Financing on Profitability

Profitability is one of the targets in the health of the financial performance of Islamic banks for the
sustainability of their business activities through financing. Mudharabah financing is one of the sharia
financing products with profit-sharing system that is distributed to get profits. Point of view of the Mixing
theory explains that there is an inability to establish business so that it requires financing (Sanurdi, 2019),
in this case it is fully financed by Sharia Banks. Results of this study show that mudharabah financing
directly contributes significantly to profitability through the mixing of assets and skills between Islamic
banks and customers, in accordance with the Mixing Theory. In line with (Lestari & Anwar, 2021) which
explains the significant influence of mudharabah financing on profitability, and can also increase income
(Aminarti & Firdaus, 2024). Significant influence in the future will have positive impact on the
development and expansion of Islamic bank business activities in Indonesia if the distribution of
mudharabah financing is carried out with caution. Because in practice, the profit-sharing system through
mudharabah financing can contribute to the profitability and development of Islamic banks (Muthoifin et
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al., 2024). The problem in this study is that mudharabah financing contributes to profitability but with
negative coefficient, meaning that when Islamic banks distribute more and more mudharabah financing,
the level of profitability decreases. Indeed, this research is in line with (Agustin et al., 2018) which explains
the inverse influence of mudharabah on profitability. In theory, mudharabah financing should have positive
effect on profitability, as explained in the research (Bahri, 2022).

Apart from the negative and positive contribution of Mudharabah financing to profitability, it should
be noted that every financing distribution is always overshadowed by credit risk. However, mudharabah
financing still has the potential to provide high income because it is designed with profit sharing based on
agreements and financial risks are borne by Islamic banks (Wahidah et al., 2024). Although risky for Islamic
banks, this type of financing remains misconception of profitability with Islamic sharia principles
(Kamaruzaman, 2023). When viewed from the point of view of mixing theory (Sanurdi, 2019) It can be
explained that Shahibul Maal (Islamic bank) gives full trust to the mudharib (customer) in managing the
business to get profits with the principle of sharing results. It can be seen that in the profit-sharing system
there is division of profits and risk sharing because in mudharabah financing there are funds handed over
by Islamic banks to customers to be managed in the form of business that has not provided income certainty.
In the end, when the business earn profit, it will be divided according to the agreement, but when it suffers
a loss, it will be borne by the Islamic bank. Implication in the mixing theory is that when Islamic banks
provide mudharabah financing to customers, there is help in establishing business for customers and banks
benefit from the financing in accordance with the agreement even though there is still looming risk of loss.

Effect of Profit-Sharing System with Musharakah Financing on Profitability

Mixing Theory shows that there is cooperation in establishing business that can be done by depositing
capital with each other to get profits. Musharakah financing scheme is profit-sharing system used by
Islamic banks to obtain profits by collaborating with the second party in running business. Results of this
study show that the profit-sharing system through musharakah financing contributes to the profitability of
Islamic banks in Indonesia the contribution is negative, meaning that any increase in musharakah financing
distributed will have an impact on decreasing profitability. Rising profitability provides the potential for
better Islamic bank health. In line with (Bahri, 2022) said on the contrary that musharakah financing
contributes negatively to profitability. In line (Herawati et al., 2024) which explains from legal perspective,
that musharakah is profit-sharing system that is able to contribute to profitability. Contribution of
musharakah financing to the profitability of Islamic banks is indeed not as large as the contribution of
mudharabah financing, but from the point of view of the Mixing Theory, it has been achieved that joint
business management is able to contribute profits which will ultimately be divided according to the
agreement in the contract. In line with (Zuoby & Mas’ad, 2022) which explains that the musharakah
contract is promising financing model. However, it is in conflict (Lestari & Anwar, 2021) that musharakah
financing does not contribute to the profitability of Islamic banks.

Musharakah financing is profit-sharing system that provides opportunities for customers to cooperate
in managing their business by contributing to each other through capital deposits, because there is an
inability of one party to establish business (Sanurdi, 2019) so that it requires financing. However, the way
of business cooperation for some customers becomes unattractive because some want cooperation with full
financing from the capital owner. Although it is said to be less attractive, musharakah financing has greater
potential than mudharabah when viewed from the perspective of customer desires (Afkar & Fauziyah,
2023). This study shows that negative contribution or it can be said that mudharabah financing can have
an impact on reducing profitability. Actually, if it makes positive contribution, it will have an impact on the
expansion of the business of Islamic banks (Muthoifin et al., 2024). In addition, it also contributes
positively to the expansion of the business of Islamic banks (Muthoifin et al., 2024). According to its
characteristics, in addition to contributing to profitability, of course, there is risk arising in this contract,
namely the risk of loss is divided according to the contribution of each capital deposit (Hanafi, 2021). When
viewed from the point of view of mixing theory (Sanurdi, 2019), musharakah financing mixes assets and
money simultaneously in a business so that there is an opportunity to manage together with the aim of
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making profit. The implication is that musharakah financing becomes an attractive profit-sharing system
to be run to increase the profitability of Islamic banks while providing investment services to customers.

Profit Sharing System through Mudharabah Financing — Covid-19 Pandemic Perspective

Covid-19 pandemic has caused the financial system of banks and non-banks to experience negative impacts,
such as declining the profitability of Islamic banks (Atkar & Fauziyah, 2021). Decline in profitability can
be caused by indicators that weaken the ability of Islamic banks to earn profits through the financing
provided. It is variable that Islamic banks must pay attention to because it has caused the spread of bad debt
(NPF). Before the Covid-19 pandemic, NPF was a credit risk that always overshadowed the distribution of
Islamic financing, as well as during and after the occurrence of Covid-19. It risk will have an impact on
Islamic banks so that it can weaken the relationship between financing distribution and profitability (Afkar
et al., 2020). This point of view (POV) explains that the role of NPF moderation can weaken the level of
profitability when there is a default from customers before, during, and after Covid-19. Results of this
study show that NPF is not able to moderate between mudharabah financing and profitability, meaning
that the emergence of NPF among mudharabah financing will not weaken profitability. In line with
(Lestari & Anwar, 2021) which explains that NPF is able to moderate mudharabah financing to
profitability. This difference indicates inconsistency in the research results but is interesting to discuss,
because in principle NPF can reduce profits as well as moderation (Nasir et al., 2022).

It should be noted that in this study it shows comprehensively NPF moderates profitability.
However, after deeper study by looking at the differences in the situation before, during, and after the
Covid-19 pandemic, it can be seen the true role of NPF. The result is that during the situation before and
after the Covid-19 pandemic, the NPF that occurred was able to weaken the ability of Islamic banks in
Indonesia to benefit from mudharabah financing. However, on the other hand, during the Covid-19
pandemic, the NPF that occurred did not weaken Islamic banks in Indonesia to benefit from mudharabah
financing. It seems to be contrary to theory because NPF should be able to weaken the level of
profitability (Afkar & Fauziyah, 2021), where the impact of the Covid-19 pandemic has paralyzed banks'
ability to distribute financing and customers also have difficulty obtaining income. Findings of this study
are interesting because comprehensively NPF is able to moderate between mudharabah financing and
profitability, but under certain conditions (during the covid-19 pandemic) it is not able to be moderated,
thus the results of this study are in line with(Lestari & Anwar, 2021). Although the findings of research
during the covid-19 pandemic are not in accordance with the theory, before and after the occurrence of
the covid-19 pandemic gave rise to NPF which had an impact on declining profitability levels.
Implication of the Mixing Theory is that when Islamic banks in Indonesia continue to distribute before,
during, and after the Covid-19 pandemic continue to earn profits and raise the risk of financial losses that
will be borne 100% by Islamic banks because they have shahibul maal disbursed their assets in the form
of money to finance businesses managed by mudharib in the form of businesses that are uncertain in
terms of profits and risks.

Profit Sharing System through Musharakah Financing — Covid-19 Pandemic Perspective

Musharakah in the Theory of Mixing shows shirkah, which is cooperation contract between two parties for
certain business, each party contribute (capital, energy, skills) and the distribution of assets according to
the agreement while the distribution of losses according to contributions (Sanurdi, 2019). The collaboration
involves sharia banks in sharia financing such as musharakah financing. Musharakah financing is one of
the products of Islamic banks with profit-sharing system through cooperation in managing the business
with the scheme of each party contributing to capital deposits (Afkar et al., 2020). Musharakah financing
is inseparable from the occurrence of NPF which will have an impact on the ability of Islamic banks to
make a profit. However, it is necessary to manage NPF properly in order to maintain the health of the
financial performance of Islamic banks (Santoso et al., 2019). The results of this study show that NPF can
moderate deliberative financing and profitability, meaning that the emergence of NPF is able to weaken the
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profitability level of Islamic banks. Consistent with (Lestari & Anwar, 2021) which explains that NPF is a
moderation between musharakah financing and the profitability of Islamic banks. Therefore, NPF can be
detrimental from financing activities (Nasir et al., 2022), so there needs to be a restructuring when NPF
occurs (Fitriyanti & Arfiansyah, 2023), especially during financial turmoil such as the Covid-19 pandemic
(Amin et al., 2023). However, there are also different research results (Sari & Maharani, 2022) that NPF is
unable to moderate between musharakah financing and profitability. Responding to the difference between
the results of the current research and previous research, when viewed from the perspective of mixing
theory, it is clear that every mixing (capital, energy, skills) in business will generate profits and potentially
cause losses, therefore it is necessary to be careful in every business activity that contains uncertainty of
results.

When Covid-19 entered Indonesia in early 2020, the next situation became tense. The real sector and
the financial sector are affected, such as MSMEs and national banks. Many businesses have difficulty
earning income (Belesis et al., 2022) and financial performance becomes unhealthy (Koutoupis et al., 2022).
This study also looks at the conditions before, during, and after the Covid-19 pandemic to ensure the
contribution of NPF to Islamic banks in Indonesia. Conforms to mixing theory (Sanurdi, 2019) that every
mixture of assets and money in a business will have the opportunity to get profits and carry risks that have
the potential to suffer losses. Therefore, it is not wrong when every financing distributed to customers will
give rise to NPF, because macro-economically it also has an impact on credit problems (Kusmayadi et al.,
2017). Comprehensively, the NPF moderates musharakah financing and profitability, but when viewed
from the perspective of the Covid-19 pandemic, the results are different. Before and during the Covid-19
pandemic, NPF was not an indicator that weakened the ability of Islamic banks to earn profits, so that
Islamic banks could develop their business more expansively (Muthoifin et al., 2024) as predicted (Afkar
& Fauziyah, 2021) when Covid-19 occurs. However, the results are different after Covid-19 is declared no
longer in Indonesia, NPF is one of the significant indicators that can weaken the ability of Islamic banks to
make a profit. Conditions like this can be caused because they are still in the context of economic recovery
through the real sector and the financial sector, such as in the MSMEs sector (Afkar & Fauziyah, 2023).
Implication for Islamic banks in Indonesia when viewed from the perspective of the Mixing Theory is that
there is still the potential to earn profits during and after the Covid-19 pandemic, but with the risk of NPF
always looming, it can weaken the ability to make a profit even though the distribution of the risk is
according to the contribution of each party involved in the musharakah financing contract.

CONCLUSION

Profit-sharing system from Islamic bank can be done with mudharabah and musharakah contracts. Islamic
banks with profit-sharing system get profits by distributing financing with Islamic sharia principles. Every
financing that Islamic banks distribute to customers is always overshadowed by the occurrence of
problematic financing due to default from customers called Non-Performing Financing (NPF). The profit-
sharing system through mudharabah financing and musharakah financing contributes to the profitability
of Islamic banks so that it has the potential to increase the development and expansion of Islamic bank
business activities to a greater extent, although in the financing it has not ensured revenue but has ensured
the distribution of profits based on agreements and clear risk sharing according to the contract that is carried
out. Profit-sharing system with mudharabah contract allows the distribution of profits according to the
agreement and financial risks are borne by Islamic banks, while with the musharakah contract there is also
division of assets according to the agreement and the distribution of risk of loss according to the contribution
of each capital. Contribution to the mixing theory is that when Islamic banks distribute mudharabah
financing and musharakah financing, it will always be overshadowed by the risk of loss because in practice
the financial condition at the time of the pandemic is unpredictable. Although this study is still limited to
profit-sharing financing through mudharabah financing and musharakah financing, it provides consistency
in the results of the effect of financing on the profitability of Islamic banks.
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NPF has contributed to weakening the profit-sharing system through mudharabah financing and
musharakah financing on profitability. The contribution explained that every sharia financing distributed
through the profit-sharing system has an impact on profitability but is always overshadowed by the
occurrence of NPF. The perspective of covid-19 finds different things in each situation. First findings,
before and after the Covid-19 pandemic, show that NPF moderates mudharabah financing to profitability,
meaning that the emergence of NPF weakens the profitability of Islamic financing distributed by Islamic
banks to customers. Surprisingly, NPF does not moderate mudharabah financing to profitability during the
Covid-19 pandemic, meaning that at times of financial turmoil, Islamic banks are still able to earn profits
even though they are still overshadowed by the emergence of NPF, so the implications for Islamic banks in
Indonesia do not need to worry when distributing mudharabah financing. Second finding is that the NPF
moderates the profit-sharing system with musharakah financing on profitability. It means that when the
Covid-19 pandemic ends, the NPF that emerges will result in decrease in profitability because the real sector
and the affected financial sector are still in the recovery stage, so it is necessary to be cautious in distributing
musharakah financing at time when the national economy is in the recovery stage. In addition, before and
during the Covid-19 pandemic, the NPF that emerged did not interfere with the ability of Islamic banks in
Indonesia to earn profit, so that the opportunity to develop business activities was greater so that the
implications for Islamic banks in Indonesia did not need to worry about distributing musharakah financing
in times of crisis or financial turmoil. The contribution to the mixing theory can be seen that when Islamic
banks diversify their assets through financing, the opportunity to make a profit is very large but still be
careful with NPF, because in practice NPF can occur because customers delay paying their obligations.
This research is still limited to the results-sharing system, for the next researcher it is expected to develop
research that can be carried out with the certainty of the contract or Natural Certainty Contract (NCC) which
can be done with the Murabahah, Istishna', Salam contract.
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