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Abstract

The purposes of this research are to examine the influence of Third Party Fund,
Capital Adequacy Ratio, Non Performing Financing and Return of Asset on Financing
Profit Sharing of Islamic Banking in Indonesia, both simultaneously and partially.
This research used secondary data by quarterly financial reports that Islamic banks
in the bank's website. Samples of this research consist of 3 Islamic Banking that
listed in Islamic Banking Statistic during the period of 2008-2011.

This research is used multiple regression as analysis model. Before hypothesis
tested, the first assumption of classical tested, so the regression model is not biased
and has met the requirements BLUE (best linear unbiased estimator) that is not
there heteroskedastistas, there is no multicollinearity, and there is no
autocorrelation. The results of this research indicate that third party fund, capital
adequacy ratio and return of asset, partially have no effect on the financing profit
sharing. While non performing financing variable have a significant effect on the
financing profit sharing. The other results is that third party fund, CAR, NPF and ROA
simultaneously have significant influence on the financing profit sharing.

Key Words : Third Party Fund, CAR, NPF, ROA, Financing Profit Sharing.

INTRODUCTION

The working mechanism of Sharia banks essentially the same with conventional
banks, which is covering the receipt of funds from public and spend that back to the
public in the form of credit or financing. The difference of Sharia bank with conventional
bank is basic philosophy of Sharia bank is not bades on interest. Based on this, then the
income of the Fund storage is not based in the form of a percentage of the Fund set out
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(interest) but determined in the form of a ratio for the results against earned income.
Thus, the consequence of this system is that money will get the results from the money
they keep hanging of earned income. However at this time, the public’s interest to save
their funds in the Islamic Banking is still lacking. Islamic banks that provide a low return
make the owners of the funds especially the owner of rational funds will be looking at
other alternatives in order to optimize their return.

Along with an increase in economic growth, Islamic banking is currently still at the
development stage by staying on repeatedly to increase his share, one of the sides of the
financing. Bl (The central bank of Indonesia) recorded in December 2011 total Islamic
banking assets had reached 158 billion IDR (Islamic Banking Statistics, 2011). Financing is
the main indicator for measuring the growth of Islamic banking, so it needs to be
examined what factors can affect the size of the amount of the financing that was
distributed to the public by a financial institution of Sharia banking (Pratin and Adnan,
2005: 35). According to Muhammad in Akhyar Adnan (2005) the factors that affecting the
amount of financing are the environmental factors that are generally grouped into
common environment and special environment. Common environmental factors that
influence the performance of Sharia banking are political conditions, law, economy, social
and cultural society, technology, natural, environmental conditions and
environmental/state  security whereas special environmental factors are
customers/suppliers/customers, depositors, competitors, unions and central bank policy
or regulator.

Islamic banking financing growth performance remains high until the position of
December 2011 with a good performance of the financing (NPF, Net Financing Performing
below 5%). Distribution of financing by sharia banking every year consistently continues
to increase. Until the end of December 2011, sharia financing reached more than 106.205
billion IDR. The funding is derived from sharia commercial banks and sharia business unit
listed in the central bank (BI). However, in the composition of the data financing can be
seen that the financing of mudharabah is smaller compared to other financing that is only
of 10,203. The small amount of the share of financing for the results transmitted
indicating that Islamic banking is yet to reflect the actual core business, whereas the
financing for this outcome is very potentially actuating the real sector.

In finding solutions to the problem of low volume of financing for the results-
based, it is necessary to review what factors affecting the amount of the funding is. Thus,
any factor that influential, they can optimize the amount of financing for the result.
Research on financing indicating mixed results. Maria Ulfah (2010) retrieved the results of
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research that the amount of assets, third-party funds (DPK) and financing Islamic banks
do not experience appreciable improvement and tend to be stable. Muliati (2007)
showed that LAR, LDR, CAR, AUR, RLR, NPF and DPK together having a real influence on
the financing of Mandiri Sharia Bank in 2003-2005. Desi Arisandi (2011) partially variable
DPK, CAR, and ROA has a positive and significant impact on the supply of credit unless the
variable in the NPL. And simultaneously variables DPK, CAR, NPL and ROA have a real and
significant impact on the supply of credit. Khodijah hadiyyatul maula ( 2009 ) indicating
that variable stash (DPK) have negative effects on financing murabahah For private equity
and profit margin is a positive and significant effect of the murabaha financing. NPF
affect negatively and significantly to the financing of murabaha.

According to the earlier study, this research test the influence of third party funds,
capital adequacy ratio, non performing financing and return of asset against financing for
the result of a general sharia-based bank. The difference of this research with previous
research is adding new variables which have never been tested in Indonesia that affects
against financing for result, i.e. the variable ROA. The difference then is in this study took
the sample and population i.e. the public Sharia banking registered in Indonesia than in
2008-2011, which in previous studies using only one Islamic bank. Financing that used in
this research also more particularly namely financing mudharabah and musyarakah. The
aim of this research is to provide empirical evidence that there was a simultaneous
influence of partial and third-party funds, capital adequacy ratio, non-performing
financing and return of assets against financing for results.

This research is expected for Islamic banking can provide information about the
influence of DPK, Capital Adequacy Ratio (CAR), a Non Performing Financing (NPF) and
the Return of Assets (ROA) against financing for the results on a general sharia-based
bank in Indonesia. As material information and input in making decisions for practition of
Sharia Banking. And for the people of this research are expected to be able to provide
information about the influence of DPK, Capital Adequacy Ratio (CAR), a Non Performing
Financing (NPF) and the Return of Assets (ROA) against financing for the results on a
general sharia-based bank in Indonesia. So it can become a guide and materials in hold
the decision to invest / saving or do other activities on Sharia Banking.

THEORETICAL FRAMEWORK AND HYPOTHESYS
Third Parties Fund

Source fund from public becomes really important because this is the most
important source of funding for banks. The sources of funds which is also called a source
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of funds from third parties is easy to search and also available much in the society and the
requirement to search for it also is not difficult (Kasmir,2011:64). According to law No. 21
of 2008 about Islamic banking (Article 1) mentioned that “saving is the fund which is
vouchsafed by customers to sharia banks and / or UUS based on wadi'ah calneh or
another calneh not conflicting with the sharia principle in the form of accounts, saving, or
other forms of that is equated with it. In syariah banking data on total deposits funds
obtained from quarterly balance-of-payments report (balance sheet). This Fund is made
up of wadiah savings wadiah current account, savings, deposits mudharabah,
mudharabah.

clearing , deposits deposits doposit

Savings (on %) = wadiah = wadiah t g;dphaasriil:ah mudharabah|’ « 100%

Capital Adequacy Ratio

Bank capital adequacy becomes really important because it serves to facilitate the
operation of a bank. The level of capital adequacy to companies is represented at the
ratio of Capital Adequacy Ratio (Luh Gede, 2007). According to Ali (2004) in Journal of
Billy's analysis of the factors influencing the distribution of Banking Credit Policies, CAR is
the ratio of the capital showed the ability of the bank to provide funds for business
development purposes and accommodate the risk of loss of funds caused by the
operations of the bank. The higher the CAR then the greater financial resources that can
be used for the purposes of business development and anticipate potential losses caused
by the credit channeling. According to the regulation of The central bank (Bank Indonesia)
No. 3/22/PBI/2001, the bank is obliged to provide a minimum capital of 8% of risk-
weighted assets expressed in a ratio of Capital Adequacy Ratio (CAR). In this study, data
concerning to the CAR retrieved from quarterly financial reports (balance sheet) of sharia

bank.

CAR asset 100%
= *
risk — weighted asset 0

Non Performing Financing

The indicator that shows the loss due to credit risk reflected in the magnitude of
nonperforming loan (NPL), in the terminology of Islamic banks is called non performing
arts financing (NPF). Non Performing Financing (NPF) is the ratio between the troubled
financing with total financing channeled by Islamic banks. In Central Bank Regulation
number: 13/13/PBI/2011 about quality assessment of assets for banks and public Islamic



The 2013 IBEA, International Conference on Business, Economics, and Accounting
20 — 23 March 2013, Bangkok - Thailand

sharia business unit article 23, that the quality of earning assets in the form of financing is
as follows: smoothly (S), Less smoothly (LS), it is doubtful (D), and hangs (H). In the
research of Desi Arisandi (2011) the value of Non-Performing Loans (NPLs) = 5% NPLS
performance is good, otherwise if the NPL & gt; 5% the performance of the NPLS is worse.
The greater the level of NPL indicates that banks are not professionals in the
management of its credit, as well as give an indication that the level of risk of granting
credit in the bank is quite high with the high NPL facing banks. Data about the NPF

obtained from quarterly financial reports of sharia bank in the form of the ratio of NPF.

NPF
Non Performing Financing = total financing * 100%

Return of Assets

According to Luh Gede (2007) ROA is one of the methods of assessment used to
measure the level of earnings ratios a bank, i.e. the level of profit achieved by a bank with
the rest of the funds are in the bank. ROA comparing earnings to total assets, this ratio
indicating the level of management efficiency assets done by bank concerned. If a bank's
ROA is getting bigger, then the greater the profit rate also reached the bank and the
better the position of the bank in terms of asset security (Dendawijaya, 2000). High profit
making bank won the trust from a society that allows banks to raise capital more so that
banks have opportunity lend with a wider ( simorangkir, 2004 ). Data about the ROA
obtained from quarterly financial reports of syariah bank in the form of the ratio of ROA.

_ profit after tax

ROA = * 100%
total assets

Financing

According to statute no. 10 / 1998 about banking (Article 1) mentioned that,
“Financing based on sharia principle is provision of money or Bill which equated to it upon
approval or agreement between the bank and other parties who require that financed to
return the money or the Bill after a certain period in exchange for or for results.”
According to the Islamic banking community, Hendi Aprilianto (2010), stating that the
financing of mudharabah and musyarakah financing is the most favorite because at this
type of financing a society that plays role as the party determine what project work that
would be run. Does it matter if on mudharabah financing community as the customer
does not need to shell out capital to start a business, people only focus on project work
will be executed. Does it matter if on mudharabah financing community as the customer
does not need to shell out capital to start a business, people only focus on project work
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will be executed. While in financing musyarakah most capital are borne by the customer
and in part more borne by Islamic banks. The ratio for measuring financing is financing
consisting of total financing mudharabah coupled with financing musyarakah. The
number obtained financing from the financial report (quarter current account) of syariah
banks in position financing.

. . mudharabah+musyarakah
Financing (on %) = Y *100%

total assets

Based on the expalnation of variables above, theoretical framework for this study are as
follows :

Figure 1 : Theorical Framework of The Study
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In this research, would be tested four hypotheses as it seems in model here :

FNC=a+ bl DPK + b2 CAR + b3 NPF + b4 ROA + e

H; : Third-Party Funds partially affect the Financing.

H, : Capital Adequacy Ratio partially affect the Financing.

Hs : Non Performing Financing (NPF) partially affect on Financing.
H,4 : Return on Assets partially affect on Financing.

Hs : Third-party Funds, Capital Adequacy Ratio, Non-Performing Financing and
Return on Assets simultaneously affect Financing.
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RESEARCH METHOD

Based on the objectives of this research, the research method used is the
guantitative method with causal approach to prove the existence of influence between
Third Party Fund (X;), Capital Adequacy Ratio (X;), Non Performing Financing (X3), and
Return on Assets (X4) to Financing (Y) on an Islamic (sharia) banking companies in
Indonesia.

Data Collection Procedure

In this research, the data is divided into two categories, namely data for the
dependent variable and the data for the independent variables. The dependent variable
data is data of Financing, whereas the independent data is Third Party Fund, Capital
Adequacy Ratio, Non Perfoming Financing and Return on Assets data.

The data in this research uses secondary data sourced from from the quarterly
financial reports of Islamic banks which are presented on the website of Bank Indonesia.

Population and Sample Determination Method

The population in this research is the sharia banking companies listed in the
Bank of Indonesia found on Sharia Banking Statistic (SPS) report in the period of 2008-
2011. This research used purposive sampling to select the sample of the population.
Therefore, the researcher conducted the selection in accordance with predetermined
criteria of the existing population.

With the criteria as follows:
1. General Sharia business that specializes in banking.

2. General Sharia Bank is registered in the Bank of Indonesia for years, which
is in 2008, 2009, 2010, and 2011.

3. General Sharia Bank that publishes the past quarter financial reports
during the period 2008 to 2011.

Based on the above criteria, sample deemed valid for criteria are 3 general sharia
bank.

Method of Analysis

The first test conducted in this research is descriptive statistical tests. These
descriptive statistical tests intended to determine the distribution of research data. Tests
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performed include finding the mean, maximum and minimum value of research data.
Furthermore using the assumptions of classical test before testing the hypothesis using
multiple regression analysis.

RESULT AND ASSESSMENT

Output from descriptive statistics can be seen that during the period 2008 to 2011
the average value of Financing Profit Sharing (Y) from 3 General Sharia Bank are Bank
Muamalat Indonesia (BMI), Bank Syariah Mandiri (BSM), dan Bank Mega Syariah (BMS)
with the amount of data as much as 48. The value of Financing Profit Sharing (Y) has an
average value of 24.0085 which means an average yield financing for Islamic banks is
24.00%, which means that 24.00% of the total financing for proceeds from financing
contained in the bank. The maximum value of 41.57 and a minimum value of 2.48. With
financing for the greatest results contained in Bank Muamalat Indonesia Q2 of 2010, as
contained in BMI financing in the form of dollar-related and not related to the bank and
also in the form of foreign exchange. And financing for the smallest yield occurs at Bank
Mega Syariah Q4 2011 due to there only BMS financing in Rupiah unrelated to the bank.

At Third Party Fund variable (X;) shows that the average value of the variable
Deposits during the year 2008-2011 amounted to 21.3683, which means an average of
third party funds of 21.36%, which means that 21.36% of the total third party funds used
are sourced from third-party funds in the form of savings wadiah, wadiah deposits,
savings mudaraba mudaraba deposits affect the financing for the results. The maximum
value of 22.52 and a minimum value of 19.54. Value of the largest deposits located on
Bank Mega Syariah Q4 2009 and the smallest deposits in Bank Muamalat Indonesia in
2010 Q3. This is because the BMS has a total asset value smaller than the BMI.

In the variable CAR (X;) shows that the average value of the variable CAR during
2008-2011 amounted to 12.3896, which means an average CAR of 12.38% from the
capital in the bank, where the capital is used for business development and anticipate
potential losses caused by the credit. Maximum value of 18.14 and a minimum value of
9.57. CAR greatest value contained in Bank Mega Syariah CAR Q2 2008 and the smallest in
Bank Muamalat Indonesia Q2 2008. This is because the BMS has a value of risk-weighted
assets are smaller than the BMI.

Furthermore NPF variable (X3) have a mean value of 3.9706. This means that the
average ratio of non-current financing during the period 2008-2011 was 3.97% from the
total financing problems of financing disbursed. With maximum values of 8.86 and a
minimum value of 1.06. NPF greatest value ratio at Bank Muamalat Indonesia Q3 2009
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and the value of the minimum ratio at Bank Mega Syariah Q1 2008. This happens because
of the troubled assets at a BMI greater than with BMS.

And last ROA variable (X4) shows that the average value of the variable ROA for
the year 2008-2011 amounted to 2.0081 which means ROA of -2.00% obtained from the
profit generated by the Islamic banks. This shows that the bank is 4.25 and the maximum
value minimum value of 0.45. The Value of ROA largest found in Bank Mega Syariah Q1
2008 and ROA smallest in Bank Muamalat Indonesia Q4 2009. This is because the BMS
has a total asset value smaller than the BMI.

Test of Multicolinearitas

If value of tolerance > 0.10 can be concluded in this research multicolinearity does
not exist. According to the table above can be seen that value of tolerance from each of
variable Third Party Fund, CAR, NPF and ROA as much as 0.997, 0.821 ,0.896 and 0.857
which means value of tolerance > 0.10 . And if we refer to Variance Inflation Factor (VIF),
if value of VIF <10, the multicollinearity does not exist. According to the table above can
be seen in a row value of VIF for Third Party Fund, CAR, NPF and ROA is 1.024, 1.218,
1.116 and 1.167 which means value of coefficient <10. So can be concluded in this
research the multicollinearity does not exist.

Test of Autocorrelation

Value of DW is 1.796, this value will be compared with value of table using
value of significance 5%, amount of sample is 48 (N) with 4 independent variables (k = 4),
so on Durbin — Watson’s table will obtained value of d, = 1.3619 and dy-1.7206. So
obtained value of 4—-dU =2.2794 dan 4—dL =2.6381

Using Glejser test to test heterocedasticity, the result shown significance for each
of independent variable > 0.05, so can be concluded that heterocedasticity in model of
regression does not exist.
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Multiple Regression Analysis

Table 1Test of Multiple Regression

Model Undstandardized coefficients
( Constant) -3.423

Ln_DPK -5.003

Ln_CAR -1.429

Ln_NPF .945

Ln=ROA .343

According to the result of analysis of regression from table above, so the model of
regression can be written as follow :

Y =-3,423 —5,003Ln_DPK - 1,492Ln_CAR + 0,945Ln_NPF + 0,343Ln_ROA
From the equation above, can be explained as follow :

The constant (a) is -3.423 show value of third party funds, if all of independent
variable considered to be zero (valued 0), value of Financing profit sharing is negative as
3.423. Coefficient of regression Third Party Fund variable (X;) is -5.003, it means if
another independent variable is constant and value of Third Party Fund decreases 1 point,
so Financing Profit Sharing will decrease about 5.003. The coefficient is negative means
happens negative relationship between Third Party Fund and Financing Profi Sharing.
Coefficient of regression from Capital Adequacy Ratio (X;) is -1.429, it means if another
independent variable is constant and value of Capital Adequacy Ratio decreases 1 point,
Financing Profit Sharing will decrease about 1.429. The coefficient is negative means
happening negative relationship between Capital Adequacy Ratio and Financing Profit
Sharing. Coefficient of regression Non Perfoming Financing variable (X3) is 0.945, it means
if another independent variable is constant and value of Non Performing Financing
increases 1 point, Financing Profit Sharing will increase about 0.945. The coefficient is
positive means there are positive relationship between Non Performing Financing and
Financing Profit Sharing. Coefficient of regression Return on Assets variable (X4) is 0.343,
it means if another independent variable is constant and value of Return on Assets
increases 1 point, Financing Profit Sharing will increase about 0.343. The coefficient is
positive means there are positive relationship between Return on Assets and Financing
Profit Sharing
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Test of Hypothesis

Table 2

Test of Hypothesis (t-Test)

Model T Sig.
Ln_DPK -1.719 .093
Ln_CAR -1.042 .168
Ln_NPF 3.333 .002
Ln=ROA 1.026 311

According to test of t above can be concluded H; are refused or means that
independent variable gives no effect to dependent variable partially. The results of the
study also contradicts the theory that there is growth, every bank was heavily influenced
by the development of his ability to gather funds for the community, whether large or
small scale with the adequate fulfillment. H, are refused or means that independent
variable gives no effect to dependent variable partially. Value of the CAR during this
period of observation the fluctuations. This does not correspond to the total financing are
likely to experience increased even though slow. The level of risk for the financing of
mudharabah is about 100% and musyarakah is between 30%-70%. With the level of risk
of the financing rate of return less smoothly. The value of the CAR who is subjected to
fluctuations caused increasing net value of assets weighted according to the risk, where
financing in banking is one of the constituents of an asset containing risk. That can disturb
the smoothness of and the ability of the bank to conduct financing into the community.

Hs are refused or means independent variable gives effect to dependend
variable partially. The amount of the NPF reflects the level of cost control and
financing/credit policies executed by bank (Adnan, 2005). NPF ratio is related to the
channelling of financing. If the lower level of the NPF will be the higher the amount of
financing that is channeled by the bank. High debt can lead to reluctance of banks to
channel loans because they have to form up a large deletion. H, refused or means that
independent variable gives no effect to dependent variable partially. According to Luh
Gede (2007) ROA is one of the methods of assessment used to measure the level of
earnings ratios a bank, i.e. the level of profit achieved by a bank with the rest of the funds
are in the bank.

This happens because in the period of this research ROA Sharia Bank experiencing
fluctuations. Moreover, in 2008 when global crises occur ROA decreased from the year
2007 amounted to 1.86 per cent to 1.68 percent (Islamic Banking Statistics 2008). The
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financial crisis cause to Bank Indonesia raise the Bl rate to curb the inflation which is
caused by a drop in the value of the rupiah against the dollar. The increase in the Bl rate
responded with a rise in the interest rate of conventional banks in massive. For product is
made possible for the result of the financial crisis that might affects return of Sharia banks
because financial crisis will affect for the result of businessmen to profit optimal. The
financial crisis to cause exports declining and people’s purchasing power declined so
income businessman down. Drop in income entrepreneurs to cause a drop in the ability
to pay the obligation to the bank. A rise in the interest rate would be lowered area of
public interest that stores funds in the bank syariah because the rates of its margin lower
in an appeal in interest rates was the mistress of conventional banks. Whereas public
fund is a major source of capital where the funds will be distributed back to the public in
the form of funding and will produce benefits and increase of Sharia bank assets of a bank
itself.

Table 3

Test of Hypothesis (F-Test)

Model F Sig.
Regression 4.924 .002°
Residual ‘

Total ‘

According to F test above can be concluded that H;, H, Hs and H, are
accepted or means independent variable gives effect to dependent variable
simultaneously. Third-party funds, capital adequacy ratio, non-performing financing and
return of assets influence significantly to financing for the results transmitted by Islamic
banks Because the growth of every bank is strongly influenced by the development of its
ability in collecting public funds, good small-scale or great with the deposition of
adequate. Big or small the funds collected by a bank is size in assessing the level of public
confidence against the bank.

CONCLUSION

Based on research that had been done, it can be concluded as follows:
This research was conducted on 3 Shariah-compliant bank with years of research from
2008-2011, the data used is the quarterly financial reports public bank syariah. Third-
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party funds consisting of checking, savings and deposits have not influence significantly to
financing for the public bank syariah period 2008-2011. This happens due to Financing
problems are increasing in the period of the bank's funds means research that is
channeled to the community was not able to back collected by banks, while the bulk of
the funds financing the Community Fund/third party funds (DPK) in financing experience
problems automatically funds used for financing that comes from DPK that cannot be
reversed and will effect to the savings of the community.

Capital Aduquacy Ratio has influenced that do not significantly to financing for the
results. Value of the CAR during the period of the observation experienced fluctuation.
Value of the CAR that was experiencing fluctuating due to the increase of the value of
assets weighted by risk, where financing in banking is one of the elements of assets
containing risk. It can interfere with the smooth running of the bank and the ability to do
financing society. And from the statistical data it is said that capital was not a major
source of funds for a general sharia-based bank to conduct financing.

Non performing financing having influence against financing for the result. If the
lower the level of NPF then to the higher the amount of financing that was channeled by
the bank. Non-performing loans is high can arousing aversion bank to distribute credits
because should form reserve the removal of a large one.

Return of assets has influence insignificant against financing for the result. The
financial crisis to cause exports declining and people’s purchasing power declined so
income businessman down. Drop in income entrepreneurs to cause a drop in the ability
to pay the obligation to the bank. Whereas public fund is a major source of capital where
the funds will be distributed back to the public in the form of financing and will produce
the profit for the assets of Sharia banks and will add the bank itself.
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