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Abstract

This paper aims to investigate the difference by comparing the financial
performances of conventional and Sharia banks listed in the Financial Services
Authority. The proxies of the financial performances include orientation of
business, efficiency level, stability of finance, and quality of asset. The population
in this study is all conventional BPR and Sharia BPR located in Banyumas
Regency with an observation period from 2015 to 2019. The technique to select
the population is purposive sampling consists of 9 (nine) conventional BPR and
3 (three) Sharia BPR. This paper find that all four variables are significantly
different in the average between conventional and Sharia rural banks. As
implication, investors should prefer conventional BPR with consideration of the
asset quality aspect. In contrast, investors should prefer Sharia BPR with
consideration of business orientation, efficiency, and financial stability aspects.
Moreover, the managements of conventional BPR should focus more on
improving their business orientation aspect. Furthermore, both types of banks
should improve financial stability and asset quality aspects.
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INTRODUCTION

Banking in Indonesia has a fundamental advantage in the country's economy because
banks have the aim of supporting the development of all aspects and increasing
equality, growth and stability of economiy and improving community welfare.
Therefore, bank activities must run efficiently at both the macro and micro scales.
Accoding to Banking Law no. 10 of 1998, commercial bank has activity to serve in
traffic of payments based on conventional system or Sharia principle. Meanwhile, rural
credit bank has no business activity to give service in traffic of payment based on
convensional system or Sharia principle. The most basic principle distinguishing
between conventional bank and Sharia bank is that Sharia bank was managed
referring to principles of Sharia which require risk sharing and prohibit on interest as
core system. Conversly, the conventional one was managed by the system with the
motivation to maximize the profit (Olson & Zoubi, 2008). Apart from not being allowed
to apply interest, Sharia banks are also obliged to eliminate business activities and
transactions that deviate from Islamic law, including supporting the trade in alcoholic
drinks, haram and dangerous food, gambling businesses and pornography businesses
(Rochmah & Abdullah, 2011).
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Providing banking services and products for financially weak society and small and
micro business for particularly rural regional is the goal of conventional BPR and Sharia
BPR (Muhari & Hosen, 2014). In general, conventional BPRs and Sharia BPRs have
relatively the same goals and characteristics as financial institution in micro level to
enhance the society development and commercial goals. In general, in conventional
BPR from 2015 to 2019, the development of BPR from third party funds, assets and
credit experienced a significant increase. This indicates a positive trend for
conventional BPR in Indonesia. However, judging from the development of the number
of BPRs in units, conventional BPRs have experienced a decline in several periods.
The development of Sharia banking showed an increase from 2015 to 2019. At a time
when the number of Sharia banks in Indonesia was growing, Sharia BPRs also
experienced an increase. The development of Sharia BPR in Indonesia has increased
based on third party funds, assets, financing and the number of Sharia BPRs from
2015 to 2019. This shows that Sharia BPR and Sharia banking are able to compete
with conventional BPR and conventional banking.

From the development of Sharia and conventional BPRs that have experienced good
development, it can be seen from the financial performance that conventional BPR has
experienced fluctuating developments in the LDR ratio, the NPL ratio has increased,
while the ROA ratio has decreased. The financial performance of conventional BPRs
from 2015 to 2019 present at table 1.

Table 1. Recapitulation of BPR Financial Performance 2015-2019

Financial Year
performance 2015 2016 2017 2018 2019
LDR 77.81 76.24 75.36 76.54 79.09
NPLs 5.37 5.83 6.15 6.37 6.81
ROA 2.71 2.59 2.55 2.48 2.31

Source: OJK Statistics (Data processed)

From 2015 to 2019, BPR's financial performance from the LDR ratio developed
fluctuatingly, the NPL ratio increased, while the ROA ratio decreased. This decrease
in ROA occurred because banks were more careful in conducting business, including
by creating more reserves for financial impairment losses (CKPN) in line with the
increase in the NPL (Non Performing Loan) ratio.

The NPL ratio showed a significant increase from 2015 to 2019. The increase in the
NPL ratio occurred in line with the slowdown in bank credit distribution. Increasing
NPLs requires banks to grow conservatively and selectively in disbursing credit. Banks
are required to be smart in looking for opportunities to look for financing options. Banks
must also start improving their efficiency.

Table 2. Recapitulation of BPRS Financial Performance 2015-2019

Financial Year
performance 2015 2016 2017 2018 2019
ROA 2.20 2.27 2.55 1.87 2.61
NPF 8.20 8.63 9.68 9.30 7.05
BOPO 88.09 87.09 85.34 87.66 84.12

Source: OJK Statistics (Data processed)
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The performance in the financial field for Sharia BPR from 2015 to 2019, in terms of
ROA, NPF and BOPO ratios, appears to fluctuate. However, overall the financial
performance of BPR Syariah has increased. This shows that the development of
Sharia BPR in Indonesia is experiencing good progress.

Based on the objectives of Sharia and conventional BPRs which provide banking
services and products for economically weak groups, conventional BPR and Sharia
BPR are developing in all provinces and even spread to districts and sub-districts
throughout Indonesia. The development of BPR in Central Java according to total third
party funds, assets and NPL experienced a significant increase from 2015 to 2019.
Meanwhile, the number of conventional BPRs in Central Java has fluctuated.

With the increase in deposits as the main source of bank funds, banks can place these
funds into productive assets, namely credit (Sukmawati & Purbawangsa, 2016). The
increase in total assets reflects the bank's ability to use investment (Widjaja, 2017).
Meanwhile, the increase in NPL shows that BPRs in Central Java are bad at managing
problem loans, because the number of bad loans is increasing (Harun, 2016). This
indicates that BPR is in a problematic condition.

Along with the development of conventional BPR which is experiencing good
development, Sharia BPR in Central Java is also showing good development. The
development of Sharia BPRs based on Third Party Funds (DPK), assets and financing
has increased from 2015 to 2019. Meanwhile, the number of Sharia BPRs has
remained the same, namely 26 from 2015 to 2019.

The development of BPR which has entered the district area is demonstrated by one
of the districts in Central Java, namely Banyumas Regency, which shows good
development even though the progress is quite slow. Total BPR assets were recorded
at IDR 1.151 trillion which grew by 5.18% which was lower than the previous year 2018,
namely growth of 14.36% recorded at IDR 1.094 trillion. Third party funds (DPK)
increased by 20.22% to IDR 1.027 trillion, an increase compared to the previous period
which grew 15.22% with a DPK value of IDR 854 billion. However, BPR credit
distribution experienced a decline from the previous period which was recorded at Rp.
831 billion, which decreased from the previous period, namely Rp. 935 billion or grew
by 12.53%, slowing down from the previous year which grew by 13.96%.

In Banyumas Regency there are 9 conventional BPRs and 3 Sharia BPRs registered
with the OJK. Conventional BPRs include BPR Artha Mekar Sokaraja, BPR BKK
Purwokerto (Persoda), BPR Gunung Simping Artha, BPR Dana Mitra Sakti, BPR Tirta
Danarta, BPR Eleska Artha, BPR Mitra Gema Mandiri, BPR Soka Panca Artha, BPR
BD Taspen Jateng. Meanwhile, Sharia BPRs include BPRS Khasanah Ummat, BPRS
Arta Leksana, and BPRS Bina Amanah Satria.

Of the 9 (nine) conventional BPRs and 3 (three) Sharia BPRs in Banyumas Regency,
their financial performance will be analyzed using financial ratios. Financial
performance is the result achieved by a company or organization from various aspects
of activities carried out using available financial resources (Utami et al., 2023). BPR
financial performance can be assessed by comparing each item contained in the
financial report, for example the balance sheet report, the chas flow report, and income
statement over a certain period of time.

Financial statement analysis consists of the calculation and interpretation of financial
ratios. A review of financial ratios was utilized to describe the performance for an
organization or a company to evaluate its financial position (Mahri et al., 2022).


http://jos.unsoed.ac.id/index.php/ijibe

Indonesian Journal of Islamic Business and Economics
Volume 06, No. 01, Year 2024
http://jos.unsoed.ac.id/index.php/ijibe

Financial ratios are divided into five, namely liquidity ratios, activity, solvency,
profitability, and investment ratios (Saputra et al., 2020; Lestari et al., 2023)

The problem that arises in the banking world that needs to be considered is how
conventional banks and Sharia banks perform. Financial performance of a bank is an
significant method to provide incentives and control to management. In addition, it is
fundamental information for the stakeholder to obtain all information of bank
achievements (Sun, 2011). The assessment for quality of assets aims to control and
repair the bank asset condition in terms of income, financing and adequacy on risk
management of credit (Elsa & Utami, 2015), and equity is used to manage bank
incentives in evaluating a bank's performance.

One of bank performance parameters is efficiency. It is used as an indicator to measure
the bank's success, how close the units produced are to the production possibility
frontier, which consists of important points that optimally combine input to produce
output (Abduh et al., 2013). Apart from measuring how many units are produced,
efficiency measurements are widely used because they can answer problems in
measuring banking performance (Almas, 2018).

The distinction in quality of assets between Sharia and conventional bank can be seen
in the tendency of fund equity. Islamic banks provide strong incentive to adequately
monitor and assess the risk of borrower and discipline. Research by Beck et al., (2013)
suggests that the Sharia banks business models are not too contrast from the business
models of conventional banks. However, Sharia banks have greater stability than
conventional banks; are less efficient; and have higher asset quality.

According to Ibrahim (2015), who conducted research on both conventional and Sharia
banks in Dubai, the liquidity level of Sharia banks in Dubai is lower than rival banks.
Conventional banks are higher and accompanied also by a high level of stability.
Analysis of management capacity ratio states that conventional banks manage lower
expenditure levels than their competitors. Apart from that, its financial structure
analysis is also stronger than that of competing banks.

Previous studies have produced inconsistent conclusions, including the following. The
business orientation aspect of Islamic banks is not much different from the business
orientation of conventional banks (Beck et al., 2013), while other studies find that the
business orientation of Islamic banks is better than the business orientation of
conventional banks (Boubakri et al., 2019). In addition, according to Beck et al. (2013),
Sharia bank has a better stability compared to the conventional one, while Gamaginta
& Rokhim (2009) state that in general, Sharia bank has a lower stability compared to
the conventional one. Apart from that, there are no studies that review the variables of
orientation of business, efficiency level, stability of finance, and quality of assets in
conventional BPR and Sharia BPR in Banyumas Regency. Therefore, this paper
investigates these variables specifically for BPR and BPRS in Banyumas Regency and
compares the two in order to provide an evaluation for bank management and become
the basis for customers' decision making to cooperate with these two types of banks.

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

According to the Big Indonesian Dictionary, performance is something achieved,
achievements achieved, and work ability. Financial performance is the result achieved
by a company or organization from various aspects of activities carried out using
available financial resources (Utami et al., 2023). Company performance is very
important for the preferences of society, both stakeholders and bondholders, to carry
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out investments which are significantly decided from performances of the company. In
valuing the performances of company, some indicators would be utilized from financial
reports including the balance sheet which displays the financial position of the
company, and the profit and loss report which displays the company's operational
activities at a certain time (Zuhdi et al., 2013; Sarasyanti, 2018).

Efficiency is a measurement of effectiveness for minimizing skill, time, and energy
(Archer, 2010). Meanwhile, according to Piliang (2009) efficiency is a performance
parameter that underlies the overall performances of a company which refers to the
philosophy "the capability to generate outputs using available inputs, is a measurement
of performances expectation”.

In the banking sector, measuring efficiency is an important issue. Efficiency was
utilized as a measurement to indicate a bank's success by how many units are
produced with its production possibilities frontier, which consists of important points
that optimally combine inputs to produce one unit of output (Abduh et al., 2013). Apart
from measuring how many units are produced, efficiency measurements are widely
used because they can answer problems in measuring banking performance (Almas,
2018).

According to Novandra (2017), a bank is said to achieve efficiency if the management
has a competency to manage with stable return to its scale, while efficiency could be
obtained if the bank has an ability to manage in diversified products. Allocative
efficiency could be obtained if the bank could able to decide various outputs that could
maximize profits, while efficiency in technical term was the association of outputs
generated with input used in the process of a production.

There are several different characteristics between conventional and Sharia banks in
the stability of the bank's financial system. One of the fundamental differences in their
operations is that the intermediation for conventional banks was generally refer to the
loans and allows for a transfer of risk. Meanwhile, Sharia banks tend to focus on the
"principle of profit sharing” (Hasan & Dridi, 2011 and Destiani et al., 2021). Apart from
that, Islamic law also prohibits Sharia banking from carrying out transactions that are
speculative in nature and do not have a clear basis.

Financing with profit-and-loss sharing rises the risk for a bank's balance sheet because
the bank takes on the equity more than the loan. Additionally, financing contracts such
as equity actually undermine bank stability when bank performance declines.
Furthermore, the operational risk aspects of Sharia banks are higher than conventional
banks, because Sharia banks originate from the complexity of Sharia principles. Sharia
banks' restrictions on certain assets.

Asset quality analysis involves borrowers' considerations in repaying their loans (Jha,
2012). The asset quality managed by banks depends on profitability and health of
borrower, bad loan, and certain risk (Baral, 2007). Bad quality of assets lower in
liquidity level were the main factors cause for failure of a bank (Yuliastari et al., 2022;
Olweny & Shipo, 2011; Haris et al., 2022).

Business Orientation. Banking business orientation is a product issued by the bank.
The business orientation of Sharia bank implement a distinguish business orientation
from the conventional one that is clearly visible from the balance sheet. The aspects
considered from orientations of their business include the share of relative income from
the interest and non interest; the important for relative fund of retail and wholesale; and
loan to deposit (Beck et al., 2013). Equities such as investment deposit and saving can
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raise incentive for depositors to control and monitor the banks. In a similar way, equity
such as deposits may regulate banks' incentive to control and monitor the borrowers.
According to Aggarwal & Yousef (2000), the orientation of business for Sharia banks
and conventional banks is different. Likewise, research of Safiullah & Shamsuddin
(2018) states that conventional banks have a different business orientation because
Sharia banks have higher liquidity. According to description above, the research
hypothesis can be stated as follows:

Hi: There is difference in the business orientation of conventional BPR and Sharia
BPR.

Efficiency. Sharia bank has a smaller efficiency rather than conventional one for
several issues. Firstly, the implemetation of Islamic law that underlies Sharia banking
activities, thereby increasing operational costs at Sharia banks. Secondly, Islamic bank
tends to be smaller rather than the conventional one, and there is evidence that
improvements in technical efficiency are influenced by bank size. Thirdly, foreign
conventional bank has greater efficiency rather than Sharia bank (Isik & Hassan,
2002).

According to Beck et al., (2013) Sharia bank is less efficient compared by the
conventional one. Similarly, study by Chaffai (2019) shows that there are differences
in the efficiency technically related to the tyoe of banks, several evidences was related
to the size of the bank. According to the description above, the second hypothesis of
this paper is stated as follows:

H2: There is difference in the efficiency of conventional BPR and Sharia BPR.
Financial Stability. Banks are also inseparable from the financial system stability.
According to Beck et al., (2013) in particular, interest rate risk is known as a risk
management tool for conventional banks, which is not found in Sharia banks.
Furthermore, Sharia banks are considered more stable in financial system compared
than the conventional one because Sharia banks might not participate in activity of
risky trading. According to Gamaginta & Rokhim (2009) Sharia bank in Indonesia tends
to have greater stability than the conventional bank.

The results of research conducted by Cihak (2007) produced three statements. First,
for small size banks, the Sharia bank was more stable compared to the conventional
one. Second, for large size banks, the conventional bank was more stable compared
to the Sharia one. Third, for different size, smaller Sharia bank was more stable rather
than the greater one. In addition, according to Beck et al. (2013), Sharia bank has a
better stability compared to the conventional one. According to the description above,
the hypothesis of this paper is expressed as follows:

Hs: There is a difference in the financial stability of conventional BPR and Sharia BPR.
Asset Quality. Asset quality was related to the risk of credit experienced by a bank
because of providing the credit and investing the funds of bank in different portfolios
(Elsa & Utami, 2015). The quality from the investing of funds on productive asset would
be evaluated by investigating the collectibilty levels (Berniz et al., 2023). The distinction
in levels of collectibility was utilized to decide the reserve in minimum level for
determining the productive asset that the bank must provide to prevent the risk of loss
(Haris et al., 2023).

Research by Beck et al. (2013) documents that Sharia bank has a greater quality of
assets compared to the conventional one. In addition, research by Hasan & Dridi
(2011) suggests that Sharia bank appears a greater in growth during the crisis in the
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contexts of its asset and debt. According to the description above, the fourth hypothesis
of this paper is expressed as follows:
Ha: There is a difference in the asset quality of conventional BPR and Sharia BPR.

RESEARCH METHODS

The analytical method in this research uses a comparative method which compares
the financial performances for conventional BPRs and Sharia BPRs. Secondary data
used in this research is OJK statistical data obtained from www.ojk.go.id.
The population in this study is conventional BPRs and Sharia BPRs in Banyumas
Regency with a total of 9 conventional BPRs and 3 Sharia BPRs. This research uses
a purposive sampling technique with the aim of obtaining a representative sample
according to the specified criteria. The criteria used to select research samples are as
follows:

1. Conventional BPR and Sharia BPR in Banyumas Regency registered with the

Financial Services Authority (FSA) in the 2015-2019 period.

2. Publish financial reports for the 2015-2019 period.

3. Provides information needed for research.
To compare the business orientation of conventional BPRs and Sharia BPRs, this
research uses an indicator that is often used by the OJK, namely Loans to Deposit
Ratio (LDR). Furthermore, in comparing business orientation, also consider the
importance of the LDR percentage which is calculated by the amount of loans given
divided by the amount of third party funds.
To determine the level of efficiency for conventional BPRs and Sharia BPRs, this
research uses the overhead cost indicator (BOPO) that is computed from total
operational costs divided by total income (Beck et al., 2013). To generate the level of
stability of conventional BPRs and Sharia BPRs, this research uses the return on asset
(ROA) indicator that is computed from the comparison between current year's profit
after tax and total assets. The asset quality of conventional BPRs and Sharia BPRs in
this study was measured using the non-performing loans (NPL) indicator. It is a
comparison of bad credit with total credit (Kazumi et al., 2015; Nahdi et al., 2013).
In this research, the analysis technique used is the difference between two means test
(independent sample T-test), this test aims to decide the difference in means of 2 (two)
independent populations or groups of data. Before the difference test is carried out,
the analysis carried out first is a normality test.

RESULTS AND ANALYSIS

Descriptive statistics. The variables worked in this paper are financial performance
which consists of LDR, BOPO, ROA and NPL. This calculation uses the entire sample
of conventional BPRs and Sharia BPRs using quarterly financial reports. The results
of descriptive statistical calculations present at table 3.

Table 3. Descriptive Statistics of Conventional BPR and Sharia BPR

Variable N Minimum Maximum Average Std. Deviation
Conventional BPR

LDR 125 40.48 1672.73 133.16 145.20

BOPO 125 39.24 161.37 87.81 26.98
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Variable N Minimum Maximum Average Std. Deviation
Conventional BPR
ROA 125 -20.09 3.42 0.21 2.84
NPLs 125 0.18 15.36 3.11 2.41
Sharia BPR
LDR 60 49.09 150.95 94.96 32.85
BOPO 60 31.47 111.45 45.68 13.24
ROA 60 -1.70 2.95 1.01 1.03
NPLs 60 2.15 8.92 4.89 1.64

Source: Data processed

The LDR for conventional BPR shows the highest value of 1672.73, while the lowest
value is 40.48, and the average value is 133.1647. Meanwhile, the LDR for Sharia BPR
shows the highest value of 150.95, the lowest value is 49.09, and the value in average
is 94.9575. In accordance to Bank Indonesia provisions for NPL between 85-100%,
conventional BPRs have an LDR >100% which can be said to mean that conventional
BPR LDRs are over liquid. Meanwhile, Sharia BPR has an LDR that is still in the range
of 85-100%, which means that Sharia BPR is liquid.

The BOPO for conventional BPR shows the highest value of 161.37, while the lowest
value is 39.24, and the average value is 87.8066. Meanwhile, the BOPO for Sharia
BPR shows the highest value of 111.45, the lowest value is 31.47, and the average
value is 45.6825. This shows that the bank operates efficiently, in accordance to Bank
Indonesia regulations, namely BOPO < 90%.

The ROA for conventional BPR shows the highest value of 3.42, while the lowest value
is -20.09, and the average value is 0.2126. Meanwhile, the ROA for Sharia BPR ROA
shows the highest value of 2.95, while the lowest value is -1.70, and the average value
is 1.0118. This shows that conventional BPR and Sharia BPR have a low rate of profit
return in accordance with Bank Indonesia regulations for ROA > 1.5%.

The NPL for conventional BPR shows the highest value of 15.36, while the lowest
value is 0.18, and the average value is 3.1102. Meanwhile, the NPL for Sharia BPR
shows the highest value of 8.92, while the lowest value is 2.15, and the average value
is 4.89. This shows that the NPL of conventional BPR and Sharia BPR can be said to
be substandard, because it is close to the maximum limit for NPL according to
regulation from Bank Indonesia, namely a maximum of 5%.

Data Normality Test. The result for normality test shows that the data is not normally
distributed (Asymp sig < 0.05). Suliyanto (2011:81) explains that there are several
ways that can be done to overcome the normality problem, namely: eliminating outlier
data, adding sample data, transforming data, and/or using alternative methods.
Based on this, the researchers used the random elimination method. This method uses
a trial and error elimination method to get the maximum estimate. According to
Rousseeuw & Hubert (2011), non-normal distribution may occur due to random
reasons or perhaps scientific reasons. This resulted in the data analyzed being 185
observations, namely 125 conventional BPR observations and 60 Sharia BPR
observations). In addition, researchers used the chi square method to test normality.
Based on this method, data could be decided normally distributed when the chi square
value < chi square table or Asymp. Sig > 0.05. The results of this method show that
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the chi square value < chi square table (p = 0.05 and df = 181) is 213.3906 or Asymp.
Sig (1,000) > 0.05.

Table 4. Independent Sample T-Test

Test of Levene t-test
Means
F Count _ Significance Q Df  Signif 2-tailed  Difference
LDR 1,616 0.205 2,011 183 0.046  38.20722
2,797 14831 0.006  38.20722
BOPO 31,658 0 11,443 183 0 4212414
14,247  182.88 0 4212414
ROA 4,805 0.03 -2,111 183 0.036  -0.79919
2,787  173.7 0.006  -0.79919
NPLs 1,979 0.161 -5183 183 0  -1.78493
5,912 162.39 0  -1.78493

Levene's Test. This test functions to show whether there are variations in the data
processed (homogeneous/heterogeneous) in conventional BPR and Sharia BPR. If the
sig value of Levene's test is < 0.05 then the data being processed is not the same or
heterogeneous so that the equality t test value used is Equal Variance not Assumed.
However, if the Levene's test sig value is > 0.05 then the data being processed has
the same or homogeneous variance so that the equality ttest value used is Equal
Variance Assumed.

Table 5. Significant T-Test Analysis

Levene's Homogeneous/ T-Test

Variable Test Heterogeneous  (<0.05) Conclusion
LDR 0.205 Homogeneous 0.046 Significant
BOPO 0 Heterogeneous 0 Significant
ROA 0.03 Heterogeneous 0.006 Significant
NPLs 0.161 Homogeneous 0 Significant

Business Orientation. Based on the result of the analysis, it shows that there is a
difference of 38.20722 in the LDR ratio, where conventional BPRs have a larger LDR
than Sharia BPRs. Therefore, there is a significant difference in business orientation
between the two groups and we decide that H1 is accepted.

Efficiency. Based on the results of the analysis, it shows that there is a difference in
the BOPO ratio of 42.12414, where conventional BPRs have a greater BOPO than
Sharia BPRs. Therefore, there is a significant difference in efficiency between the two
banks and we decide that H2 is accepted.

Financial Stability. The result of the analysis indicates that the ROA ratio is different by
0.79919 where Sharia BPR has a greater ROA than conventional BPR. This shows
the difference in financial stability of conventional BPRs and Sharia BPRs, so it can be
concluded that H3 is accepted because there are differences between the two groups.
Asset Quality. The result of the analysis indicates that there is a difference in the NPL
ratio of 1.78493, where Sharia BPR has a greater NPL than conventional BPR, so it
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can be concluded that H4 is accepted because there are differences between the two
groups.

Discussion. Based on the description in the previous section, there are differences in
the ratios of financial performances for LDR, BOPO, ROA and NPL. Bank Indonesia
has provisions for assessing whether a bank's financial performance is in good or bad
condition. Bank Indonesia regulations have an important role for banks in knowing the
level of financial performance of a bank. Table 6 shows Bank Indonesia's provisions
for LDR, BOPO, ROA and NPL ratios:

Table 6. Bank Indonesia provisions

Variable Bank Bl provisions  Average
i 133.1647

DR Con\{entlonal BPR 85-100%
Sharia BPR 94.9575
BOPO Con\{entlonal BPR < 90% 87.8066
Sharia BPR 45.6825
ROA Con\{entlonal BPR > 1.5% 0.2126
Sharia BPR 1.0118
NPLS Conventional BPR < 5% 3.1102
Sharia BPR 4.8952

In measuring financial performance based on the business orientation aspect which is
measured by the LDR ratio, it is stated that there is difference in the business
orientation of conventional BPRs and Sharia BPRs. Conventional BPR LDR is higher
than Sharia BPR. Based on Bank Indonesia regulations, conventional BPRs that have
an LDR >100% are classified as over liquid. Meanwhile, BPR Syariah has an LDR that
is still in the range of 85-100%, which means that BPR Syariah is liquid.

In measuring financial performance based on the efficiency aspect as measured by
the BOPO ratio, it is stated that there is a difference in the efficiency level for
conventional BPR and Sharia BPR. Sharia BPR BOPO is lower than conventional
BPR. Based on Bank Indonesia regulations, conventional BPRs and Sharia BPRs
have BOPO <90%, indicating that conventional BPRs and Sharia BPRs are efficient in
managing their operational expenses.

In measuring financial performance based on the financial stability aspect as measured
by the ROA ratio, it is stated that there is difference in the financial stability for
conventional BPRs and Sharia BPRs. Sharia BPR ROA is higher than conventional
BPR. Based on Bank Indonesia regulations, the ROA of conventional BPRs and Sharia
BPRs is <1.5%.

In measuring financial performance based on the asset quality aspect which is
measured by the NPL ratio, it is stated that there are differences in the asset quality of
conventional BPRs and Sharia BPRs. Conventional BPR NPL is lower than Sharia
BPR. Based on Bank Indonesia regulations, the NPL of conventional BPR and Sharia
BPR is <5%.

Based on the test above using the difference test between two means (Independent
Sample T-Test), there are differences in the orientation of business, the efficiency level,
the financial stability, and the quality of asset. Business orientation is measured using
the LDR ratio, efficiency is measured using the BOPO ratio, financial stability is
measured using the ROA ratio, and asset quality is measured using the NPL ratio.
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The results from the analysis consisting of the difference between the two average
aspects of business orientation show a difference in LDR of 38.20722, where the LDR
of conventional BPRs is greater than that of Sharia BPRs. The expected significance
value for this variable is significant at 0.05 (0.046 < 0.05). Therefore, we could conclude
that the hypothesis proposed in this research H1 is accepted. This shows that there
are differences in business orientation between conventional BPR and Sharia BPR.
This research is the same as research conducted by Safiullah & Shamsuddin (2018)
and research by Aggarwal & Yousef (2000) which states that there is difference in
orientation of business between conventional bank and the Sharia one. According to
Agustina & Budiman (2011), the greater the LDR, the more liquid a bank is.
Conversely, the smaller the LDR, the more illiquid a bank is.

The results of the two differences test analysis mean efficiency aspect, there is a
difference in BOPO of 42.12414, where the BOPO of conventional BPRs is greater
than that of Sharia BPRs. The expected significance value for this variable is significant
at 0.05 (0 < 0.05). Therefore, we could conclude that the hypothesis proposed in this
research H2 is accepted. This shows that there is a difference in efficiency between
conventional BPR and Sharia BPR.

The result of this research is in accordance with research by Beck et al. (2013) and
Elsa & Utami (2015) which proves that there is differences in the efficiency level
between conventional bank and the Sharia one. The BOPO or efficiency ratio was
employed to measure the ability of bank management to manage operational costs
against operational income. It means that the lower the BOPO, the more efficient the
bank is in operating its business activity. Conversely, the higher the BOPO, the more
inefficient the bank is (Raharjo et al., 2014 and Juliana et al., 2022).

The result of the analysis for the difference test between the two average aspects of
financial stability show a difference in ROA of 0.799, where the ROA of Sharia BPR is
greater than that of conventional BPR. The expected significance value for this variable
is significant at 0.05 (0.006 < 0.05). Therefore, we can conclude that the hypothesis
proposed in this research H3 is accepted. This shows that there is a significant
difference in financial stability between conventional BPR and Sharia BPR.

The finding of this study was the same as conclusions by Beck et al. (2013) and
Gamaginta & Rokhim (2009) which state that there is a significant difference in the
financial stability between conventional bank and the Sharia one. The ROA has an
important role for banks to indicate the operation effectiveness of a company in
creating earnings by processing the asset. According to Lukitasari & Kartika (2015),
the higher the ROA, the higher the performance of financial company.

The result of the analysis for the difference test between the two averages for the
quality of asset show a difference in NPL of 1.78493, where the NPL of Sharia BPR is
greater than that of conventional BPR. The expected significance value for this variable
is significant at 0.05 (0 < 0.05). Therefore, we can conclude that the hypothesis
proposed in this research H4 is accepted. This shows that there is a significant
difference in asset quality between conventional BPR and Sharia BPR.

The finding of this study was similar to conclusions by Beck et al. (2013) and Debora
et al. (2015) which state that there is a significant difference in the asset quality
between conventional bank and the Sharia one. According to Harun (2016), NPL is a
ratio that shows the capability of bank management to arrange its debt. Hence, the
greater the NPL of a bank, the lower the quality of credit managed by the bank, causing
the number of default debt would increase.
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The implications of this research are as follows. First, if investors want to invest their
capital, they must carefully consider the results of measuring the performance of
conventional BPRs and Sharia BPRs. Conventional BPRs have low BOPO and NPL.
This shows that conventional BPR has a good level of efficiency and has low credit
risk. Meanwhile, BPR Syariah has an LDR in accordance with Bank Indonesia
regulations in the range of 85-100%, has low BOPO and NPL. This shows that Sharia
BPR has liquid conditions, good efficiency and low credit risk. As well as considering,
the risks faced in addition to calculating the level of short-term returns and future
returns.

Second, conventional BPRs and Sharia BPRs are expected to improve and maintain
their financial performance. For the business orientation aspect, conventional BPR is
expected to be able to reduce the LDR rate so that it does not become over liquid.
From the aspect of efficiency, conventional BPR and Sharia BPR are classified as
efficient. From the stability aspect, it is hoped that conventional BPR and Sharia BPR
will be able to increase the rate of ROA so that the rate of return on profits is high.
From the aspect of asset quality, conventional BPRs and Sharia BPRs are classified
as substandard because they are close to the maximum limit of NPL provisions, so it
is hoped that conventional BPRs and Sharia BPRs will be able to improve the
management of problem loans well.

CONCLUSION

According to the result and discussion at previous sections, we could formulate the

conclusions as follows:

1. In measuring financial performance based on the business orientation aspect which
is measured by the LDR ratio. It is stated that there are differences in the orientation
of business for conventional BPRs and Sharia BPRs. Conventional BPR LDR is
higher than Sharia BPR. Based on Bank Indonesia regulations, conventional BPRs
that have LDR more than 100% are classified as over liquid. Meanwhile, BPR
Syariah has an LDR that is still in the range of 85-100%, which means that BPR
Syariah is liquid.

2. In measuring financial performance based on the efficiency aspect as measured by
the BOPO ratio. It is stated that there is a difference in the level of efficiency for
conventional BPR and Sharia BPR. Conventional BPR BOPO is higher than Sharia
BPR. Based on Bank Indonesia regulations, conventional BPRs and Sharia BPRs
have BOPO less than 90%, indicating that conventional BPRs and Sharia BPRs
are efficient in managing their operational expenses.

3. In measuring financial performance based on the financial stability aspect as
measured by the ROA ratio. It is stated that there are differences in the stability of
financial for conventional BPRs and Sharia BPRs. The ROA of conventional BPRs
is lower than Sharia BPRs. Based on Bank Indonesia regulations, ROA for
conventional BPRs and Sharia BPRs is less than 1.5%.

4. In measuring financial performance based on the asset quality aspect which is
measured by the NPL ratio. It is stated that there are differences in the asset quality
of conventional BPRs and Sharia BPRs. Conventional BPR NPL is lower than
Sharia BPR. Based on Bank Indonesia regulations, the NPL of conventional BPR
and Sharia BPR is less than 5%.

As an implication resulting from this research, investors should pay attention to the

financial performance of these two types of banks. By considering business orientation,

12


http://jos.unsoed.ac.id/index.php/ijibe

Indonesian Journal of Islamic Business and Economics

\ .
(ﬁ jjf@g Volume 06, No. 01, Year 2024
http://jos.unsoed.ac.id/index.php/ijibe

efficiency, and financial stability aspects, investors should allocate their capital to BPR
Syariah. On the other hand, by considering asset quality aspect, investors should
allocate their capital to conventional BPR. For bank management, conventional BPR
should reduce the LDR so that the business orientation aspect becomes better.
Furthermore, conventional BPR and Sharia BPR should increase the ROA value so
that their financial stability becomes better. Both types of banks should also reduce the
NPL value so that the quality of their assets becomes better.
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