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Abstract

This research aims to investigate the influence of financing and Third Party Funds (DPK)
towards the Return on Assets (ROA) of Islamic Rural Banks (BPRS) in Wt Sumatera. This
field research is a quantitative study with seven PT BPRS [ West Sumatera as the object of the
research. This research uses secondary data in the form of panel data which combined cross
section and time series data. The panel data are quarterly financial statements from 2016 to 2018
which are recorded in Financial Service Authority (OJK). The result of this research shows
financing and third party funds (DPK) influence ROA in the amount of 59,65% simultaneously.
The rest of it are influenced by other factors that are not investigated. Partially, financing is the
only subject that has influence toward ROA. Meanwhile, third party funds had no significant
influence towards ROA of seven BPRS in West Sumatera. This case is interesting to be
researched since quantitative data reflects fluctuation based on financing from 2016 until 2018
while DPK tend to increase. However, financing is the only subject that has significant influence
towards ROA.
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INTRODUCTION

Islamic Rural Banks (BPRS) is one of profit oriented sharia financial ifil§titutions (Harianto,
2017). This financial institution established since 1991 (Azmy, 2018). The development of
Islamic Rural Banks in Indonesia is increased. Based on statistic data from OJK since Februari
2020 shows the amount of BPRS are 163 units which spread through 33 provinces with 258.651
M of total income with financing given in total amount of 10.426.783 T and Third Party Funds
(DPK) is of 9.078.262 T. This significant amount will be a challenge and chance at the same
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time for BPRS to be able to serve the customer from micro business. On the other hand, this
development of BPRS is interesting to be researched from every aspects of studfg For example,
the influence of inflation, interest rate, Domestic Gross Product (PDB) towards return on assets
(study of Islamic ruf banks in Indonesia 2009-2016) (Cahyani, 2018). Financing banks
profitability analysis of Islamic rural banks: is the ownership of management take effect?
(Fithria, 2018).

Analysis of the influence of financial performance towards Islamic rural banks profitability in
Indfnesia (Azmy, 2018). The influence of liquidity management towards financial performance
of Islamic rural banks in IndonesiggffAnwar, 2016). Analysis of mudharabah financing towards
the development of net profit of PT. Bank Perkreditan Rakyat Syariah Amanah Insan Cita
William Iskandar Medan (Muslih, 2017). Another question needs to be answeff through
research like BPRS in West Sumatera specifically the influence of financing and Third Party
Funds (DPK) towards Return on Assets (ROA). Therefore, the researchers are interested in
conducting this research.

The development of ROA, DPK and financing towards BPRS in West Sumatera from 2016-2018
can be seen through the following table:

smmR0A ssm=Pembiayaan esss=DPK
JE+10

B6E+10

SE+10

4E+10

3E+10

2E+10

1E+10

Tahun ROA Pembiayaan Dana Pihak Ketiga
s DPK 2018 1.013 21,708,616,000 23,982,905,214
s Pembiayaan 2017 1.242 19,979,325,464 21,068,161,821
s R DA 2016 0.845 22,211,058,500 20,224,298,250

The development of ROA of BPRS in West Sumatera from 2016-2018 tend to fluctuate. In 2016
ROA of BPRS is 0.845% and it is fluctuated 1,242% in 2017. However, it is declined to 1.013%
in 2018. During 2016 until 2018, financing on BPRS in West Sumatera also tend to fluctuate. In
2016, financing on BPRS is 22 211,058,500 and declined to 19,979,325 464 in 2017. However, it
is increased to 21,708,616,000 in 2018. On the other hand, Third Pa@fjFunds (DPK) during 2016
to 2018 of BPRS in West Sumatera tends to increase every year. Third Party Funds (DPK) in
BPRS is increased to 20,224 298 250 in 2016 and it is declined to 21,068,161.,821 in 2017.
However it increased to 23.982,905,214 in 2018.

Heri Sudarsono says ROA or profiffility is a ratio used to measure management effectivity in
managing profit got by bank. ROA is used to know the ability of bank in managing the assets to




obtain the maximum result of profit (Sudarsono, 2017). On the other hand, profitability is the
ability of company to obtain profit in the relation to selling (Azmy, 2018), t@ assets (Harianto,
2017) and owners’ equity (Sugiyarso and Winarni, 2005). Ratio of ROA is used to measure the
ability of bank management to gain whole profit using ROA ratio. The bigger ROA of a bank
(Margaretha, 2007), the bigger benefit that can be achieved and the better position of assets used
(Dewi et al.,2015).

Level of ROA of each period are influenced by the amount of sharia bank financing (Sudarsono,
2017). Financing has bigger potency to get profit rather than sharia bank income which sourced
from wadi'ah SBIS, secondary market and bank services (Maryati, 2015). Therefore, the level of
financing from sharia bank are bigger than other profit income (Sudarsono, 2017). The bigger
financing distributed (Aniga and Hariyanto, 2016) in the form of productive, consumptive and
service, the bigger chance to get income (Dyatama and Yuliadi, 2012). Partially, variable of
mudarabah financing (Muslih, 2017), musharakah (Almunawwaroh and Marliana, 2017), and
ljarah (Hanania, 2015) significantly influence the ability of sharia bank to get the income (Yusuf
and Mahriana, 2016). However, in the research of Amalia Nur (2016), it was found that
musyarakah financing has negative influence towards ROA. On the other hand, mudharabah and
murabahah had no influence.

The level of third party (DPK) is the biggest component used by sharia bank to get income
(Sudarsono, 2017). The bigger DPK used increase the ability of bank to distribute financing in
productive, consumptive and services sectors. The bigger financing can increase the chance of
bank to get income in the form of result and margin (Umam, 2016). The increasing of bank
income will increase income ratio towards assets or ROA of sharia bank.

Several researches about financing and DPK, such as Sudiyatno and Suroso (2010) shows that
the influence of DPK can affect the ability of financing and the influence of ROA. In Hanania
Luthfia’s research, it was found the long term DPK has negative influence towards ROA but it is
not for the short term (Hanania, 2015). On the other hand, Yusuf and Mahriana research shows
the negative relation between DPK and ROA (Yusuf and Mahriana, 2016). Based on a research
conducted by Rizal, DPK in the form of Deposit savings has the influence towards income
(Rizal, 2018). It shows that DPK is not only influence ROA in Islamic rural banks (BPRS), but
also has the influence to micro finance institution towards profit. Financing also influence profit
in sharia micro financial institution (Rizal et al., 2018). Every bank is trying to increase ROA
because the bigger ROA of a bank (Almunawwaroh and Marliana, 2017) the bigger level of
profit that can be achieved as well as the better position of assets used by those banks (Dewi et
al., 2015). Those things will also have similar effect to Sharia financial institution in the form of
Islamic rural banks.

As it is explained previously, the research gap appears in BPRS in West Sumatera. When
financing in 2017 declines yet ROA increases. It is also parallel with DPK which also increases.
When financing is increased in 2018, ROA is decreased. Third party at the same time continues
to increase. Therefore, this case needs a further research regarding the influence of financing and
Third Party Funds (DPK) towards ROA in Islamic Rural Banks (BPRS) in West Sumatera.
Based on the background of the research, there are three formulation of the problem; 1) Is there




any influence of financing towards ROA? 2) Is there any influence of DPK towards ROA? 3)
How much is the influence of financing and DPK towards ROA

METHOD OF THE RESEARCH

Data usd@fin this research is secondary data in the form of panel data which derived from mix
data of cross section and time series. This panel data are consist of seven BPRS in West
Sumatera in the form of quarterly financial statements from 2016 to 2018. Seven BPRS are
BPRS Al Makmur, BPRS Barakah Nawaitul Ikhlas, BPRS Gajah Tongga Koto Piliang, BPRS
Mentari Pasaman Saiyo, BPRS Al Haji Miskin, BPRS Carana Kiat Andalas, and BPRS Ampek
Angkek Canduang. Meanwhile, data source of this research is secondary data in the form of
financial authority services report. In this research there are two variables used; financing and
third party funds (DPK) as independent variable and Return on assets (ROA) as dependent
variable. Regression analysis technique is used because the data which analyzed are panel data.
Therefore, the technique used is the development of linier regression by using the ordinary Least
square (OLS) method. The technique of data analysis is using statistic EViews. This analysis
technique has several steps such as:

Regression Model Selection

The equation of data panel regression model is shown as below.

Yie= o+ BiXiu + P2 Xoi + e

Explanation:

Y = Return on Assets (ROA)

X1 = Financing

X2 = Third Party Funds (DPK)

i = Unit (Bank)

t = Period of Time (annual/quarterly)
a = Constant

e = Output Variable

There are three techniques in estimating the parameter of panel data; (1) common effect, this
technique is combined cross section data and time series as a whole without differentiate the
period of time and bank. (2) Fixed effect, this technique is estimating panel data by using dummy
variable to cover the different intercept. (3) Random effect, this model is estimating panel data
where interference variable is connected to period of time and bank (enterprise). (Widarjoni,
2005).

Moreover, Widarjono says there are three tests used to choose techniques of data panel
estimation such as; Chow Test, Hausman Test and Lagrangne Multiplier test. In chow test, if
prob value in F are lower than significance, then the choice goes to fixed effect than commnion
effect. If prob in F are greater than significance then conmmon effect will be chosen rather than
fixed effect. In hausman test, chi squares are observed. If prob of chi squares are lower than
significance then fixed effect will be chosen than random effect. If prob of chi squares are higher
than significance then the choice will be random effect than fixed effect. In hausman test, chi




squares are observed. If prob of chi squares are lower than significance then fixed effect will be
chosen than random effect. If prob of chi squares are higher than significance then the choice
will be random effect than fixed effect. In lagrange multiplier test, if prob value are lower than
significance then random effect will be chosen than common effect. If prob are greater than
significance value then common effect are selected than random effect. However, Nachrowi
(2006) said besides the consideration above, we can also look at period of time (t), if t is greater
than total of enterprises (bank) then fixed effect model are recommended and if period of time (t)
way lower than enterprises (Bank), random effect are recommended to be used. Based on data
collected in this research, it shows that period of time are greater than enterprises (bank), so it
decided to use fixed effect model.

After model decided, the researchers are doing classic assumption test that consist of; (1)
Normality test, this test observe prob value. Jarque-bera are greater than (0,005). (2) Auto
correlation test are used by Breusch-Godfrey method with prob value observation. Chi squares
are greater than significance. (3) Heteroscedasticity test are using white test and observe prob
value. Chi squares are greater than significance. (4) Multicollinearity test are used with in pair
correlation. Widarjono (2016) says if correlation value of each free variable is lower than 0,85
then multicollinearity problem will not happen. In contrast, if it is greater than 0,85 then
multicollinearity happened. (Widarjono, 2016).

RESULT OF THE RESEARCH
Classic Assumption

Fixed effect is a model chosen to be used in this research. Because this research used fixed effect
classic assumption, test was needed. The result of classic assumption test described as below:

Normality Test

The result of Normality test used jarque bera method is shown through picture below.
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Picture 1

Based on picture 1, it shows jarque-bera probability value in the amounfpf 0,610317. Jarque-
bera probability value is greater than significance that is 0,610317 > 0,05. Thus, it can be
concluded that residuals are distributed normally.

Multicollinearity Test

The result of multicollinearity is shown as follows.

|

[E]command |[]Capture |
ViewlProclObjectl PrintI Name[ FreezelSampIel Sheetl Stats lSpec-

Correlation
X1 X2 | |
X1 1.000000 0.788058
X2 0.788058 1.000000

Based on picture | it shows that each correlation of free variable in the amount of 0,788058 is
lower than 0,85. [t means multicollinearity problem are not existed.

Auto Correlation Test

Based on the result of Breuch-Godfrey model analysis, it shows the value as follows.

Table 2

2
Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 lags

F-statistic 24.76794 Prob. F(2,80) 0.0000
Obs*R-squared 32.12248 Prob. Chi-Square(2) 0.0000

Based on table 2 it shows that chi squares probability value in the amount of 0,0000. Probability
value are lower than significance value which decided in the amount of 0,0000 < 0,05. So, it can
be concluded that auto correlation happened.

Heteroscedasticity Test




There are several methods available to do heteroscedasticity test such as; white, cross terms,
even without white cross terms. In this research white method are used with the result present in
the table as follows.

Table 3
[ER:teroscedasticity Test: White
Null hypothesis: Homoscedasticity
F-statistic 2.193614 Prob. F(2,81) 0.1181
Obs*R-squared 4.315953 Prob. Chi-Square(2) 0.1156
Scaled explained SS  4.644079 Prob. Chi-Square(2) 0.0981

Based on table 3 it shows probability value of chi squares in the amount of 0,0981. From the
table above it shows that probability value of chi squares is greater than significance that are set
in the amount of 00981 > 0,05. It means there are no heteroscedasticity.

Seeing the result of four test of classic assumption, it shows that there are one assumption that
are not fulfilled; auto correlation. Because there are only one classic assumption that are not
fulfilled, it can be decided that this research are reasonable to use fixed effects model.

Eligibility Model Test
Based on Nachrowi statements (2006) if period of time (t) are greater than the amount of

enterprises, then fixed effect could be used. However, to make it way certain eligibility model
test used. The result of that test are presented in the table below.

Table 4
[[Bpendent Variable: Y
Method: Panel Least Squares
Date: 05/10/20 Time: 13:34
Sample (adjusted): 3/01/2016 12/01/2018
Periods included: 12
Cross-sections included: 7
Total panel (balanced) observations: 84
Variable Coefficient Std. Error {-Statistic Prob.
Cc 0.831585 0.415129 2.003197 0.0494
X1 -1.75E-11  8.21E-12 -2.129003 0.0371
X2 2.64E-11 1.98E-11 1.332460 0.1874
Effects Specification
Cross-section fixed (dummy variables)
Period fixed (dummy variables)
Root MSE 0.525908 R-squared 0.688862
Mean dependent var  1.033690 Adjusted R-squared 0.596493
S.D. dependent var 0.948493 S.E. of regression 0.602504
Akaike info criterion 2.028810 Sum squared resid 23.23267

Schwarz criterion 2.607576 Log likelihood -65.21003




Hannan-Quinn criter. 2.261469 F-statistic 7.457706
Durbin-Watson stat 1.420532 Prob(F-statistic) 0.000000

Eligibility model test are reflected from F test result. Based on table 4 probability F are lower
than significance (0,000000 < 0,05). It means HO are rejected. In another words, bigger variable
are influence dependent @riable simultancously. Adjusted R-Squared value are in the amount of
0,596493 that shows the influence of dummy variable through dependent variable in the amount
of 59.,65% while the rest are influenced by other variables.

Hypothesis test of each variable

a. First Hypothesis
HO: Financing has @ significant effect towards return on assets (ROA)
Ha: Financing has significant effect towards return on assets (ROA)

Based on table 3 it shows coefficient bl -0,75E-11 with t-statistic -2, 129003 and probability
(significance) 0,0371. Probability value are lower than significance (0,0371 < 0,05). It can be
concluded HO is rejected because there are significant effects in financing towards ROA.

b. Second Hypothesis
HO: gErd party funds (DPK) has no significant effect towards ROA
Ha: third party funds (DPK) has significant influence towards ROA

Based on table 3 it shows coefficient b2 2,64E-11 with t-statistic 1,332460 and probability
(significance) 0,1874. Probability value are greater than significance (0,874 > 0,05). Based on
the result, HO are not rejected because there are no significant influence of third party funds
towards ROA.

Model Interpretation

Regression equation resulted based on regression analysis of panel data are followed as below.

;e = 0,831585 + (—1,75E — 11)X, + 2,64E — 11X, + ¢

5

gased on the regression equation stated earlier, it can be interpreted as follows. (First) based on
the equation above, it shows positive Constanta value in the amount of 0,831585 which reflects
positive influence of independent variable (financing and third party funds). If independent
variable are higher or influencing in a unit, then Return on assets (ROA) will increase and
fulfilled. In another word, if there are no financing and third party funds variable then return on
assets (ROA) 0,831585. (Second) coefficient value of regression variable in financing (X1)
towards return on assets (ROA) (Y) is -1,75. It means if financing is increased, then return on
assets (ROA) value will decrease in the amount of 1,75. Negative Value Coefficient means




between financing and ROA has negative relation. Financing added will affect the declined value
of ROA. This result need further investigation on factors causing it. Theoretically each
enhancement of financing will influence towards enhancement of ROA. However, in this
research it found the other way around. (Third) coefficient variable regression third party funds
(DPK) (X2) towards ROA (Y) in the amount of 2,64. It means if third party funds (DPK) has
increased, then thfff) party funds (ROA) will also increase in the amount of 2,64. Positive
coefficient mearf§) third party funds (DPK) and return on assets (ROA) has positive relation.
Enhancement of return on assets (ROA) will affect the enhancement of ROA.

-
CONCLUSION

Based on the resufgof analysis above, it can be concluded that financing and third party funds
(DPK) influence return on assets (ROA) in the amount of 59,65% simultaneously. While,
partially the influence of financing towards ROA from multiple regression analysis shows that
the result of t-count value in the amount of -2.129003 with significance 0,0371. Probability value
are lower than significance (00371 < 0,05). Seeing the result, hypothesis is accepted. It means
there are availability of significant influence of financing towards return on assets (ROA).

The research findings reflect the better financing will impact to the higher return on assets
(ROA). On the contrary, the lower financing then ROA will be much lower. In financing there
are several aspect that needs to be concerned by both sides such as; profit sharing rff§ that has
been negotiated and level of actual profit business that has been gotten. Therefore, bank as the
owner of the funds will calculate the ratio that will be negotiated as income profit. However,
coefficient value of financing regression variable (X1) towards ROA (Y) that is -1,75. It means if
financing is increasing then ROA value will decrease in the amount of 1,75. Negative value of
coefficient means that between financing and ROA has negative relation. Financing added will
affect the decrease of ROA value. This interesting finding need to be researched to find factors
causing it. Theoretically, the enhancement of financing will influence the increasement of ROA.
However, the research results show the opposite of theory. Thus, it will necessary to conduct
further researches in BPRS (Islamic rural banks) in West Sumatera.

Meanwhile, third party funds from this research shows that the result of t-count value in the
amount of 1332460 with significance 00371 with significance 0,1874. Probability value are
higher than significance (0,1874 > 0,05). It means that HO are not rejected because there is no
significant influgfe of third party funds towards Return on asseffj It means that each
enhancement of third party funds are not followed by enhancement of return on assets (ROA),
where if the amount of third party funds are distributed to financing, then the income from
financing tends to have no enhancement and the ability of bank to obtain the profit are not
increase constantly.
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