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Economic Analysis of Transaction Costs of Murabaha Contract Compared to Other Islamic
Financing Instruments

Abstract

The Murabaha contract, as one of the most widely used instruments in the Islamic financing system, plays a
central role in banking operations; however, analyzing its economic efficiency within the framework of
transaction cost economics is of considerable importance. The present study aims to identify the cost
components of Murabaha and to propose optimization strategies in comparison with other Islamic financing
instruments. Accordingly, the main research questions focus on identifying the economic costs of Murabaha
transactions, comparing its risk and execution costs with participatory contracts, and offering legal-
economic solutions to enhance efficiency. The research method of this article is quantitative—analytical with
a comparative approach. Drawing on the transaction cost framework developed by Oliver Williamson, the
costs of Murabaha contracts are defined across the dimensions of search, monitoring, and enforcement,
quantified, and modeled as a ratio to the financing amount, and then compared based on library data and
scenario analysis. The findings indicate that high monitoring costs related to the use of goods, along with
moral hazard risks, have undermined the economic efficiency of Murabaha. Nevertheless, comparative
analysis reveals its relative advantage in terms of cash flow predictability and lower risk compared to
participatory contracts. Finally, the article offers recommendations in the field of legal innovation,
emphasizing the necessity of reducing transaction costs and establishing optimal mechanisms to improve
the efficiency of the financing system. By integrating the principles of contract law with Islamic economic
theory, this study provides a practical framework for financial institutions in selecting optimal financing
instruments..

Keywords: Murabaha contract, transaction costs, Islamic finance, economic analysis of law, financial risk.



