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Abstract: Bank Bukopin's liquidity difficulties in 2020 were triggered by internal problems
which resulted in disruptions to payment traffic, money withdrawals and financing
distribution, this had an impact on decreasing public trust and causing harm to the banking
world. The research aims to prove the effect of banking soundness level and GCG Self-
Assessment on the financial performance of Indonesian banks. The research design is
quantitative associatif and the unit of analysis is the company's annual report. Samples were
taken from a population of banking entities listed on the IDX for the 2017-2021 period
through a purposive-sampling technique and data analysis using panel data regression with
the E-Views 10 program. The research results prove that simultaneously financial
performance (ROA) is influenced by CAR, BOPO, NPL, LDR and SA-GCG. Partially the
CAR, BOPO, and NPL variables affect financial performance (ROA). while LDR and SA-
GCG do not affect financial performance (ROA). The research findings indicate that the LDR
owned by banks is still in a safe condition and the Self-Assessment-GCG made by the bank
does not provide a guarantee that it will increase banking performance.

Keywords: Financial Performance, Bank Soundness Ratio and GCG Self-Assessment.

INTRODUCTION

Banking is a central institution in supporting the progress of the country's economy.
The advancement of the banking system indicates the rapid development of the economic
order in supporting the ease of transaction traffic which ultimately leads to economic
progress. Problems arise when banks experience liquidity difficulties, this results in bank
failure in carrying out its functions, both economically and financially which has implications
for disrupting payment traffic, withdrawing money and credit financing which ultimately
disrupts financial stability and has the potential to reduce the country's economic growth and
performance. banking (Veronica, 2021).

For operational purposes or not, performance provides a clear indicator of the
organization's capacity in realizing goals, objectives and guiding principles that will guide
every activity carried out (Herliana, 2016). Company performance information is usually
measured using financial or non-financial criteria (Alfian, 2020). Financial criteria can be

661|Page


https://dinastipub.org/DIJEFA
https://doi.org/10.38035/dijefa.v4i5
https://creativecommons.org/licenses/by/4.0/
mailto:tzahrotunaulia@gmail.com
mailto:doni.alamsyah06@gmail.com

https://dinastipub.org/DIJEFA Vol. 4, No. 5, November 2023

identified through the company's financial statements. Otherwise, non-performance Financial
statements can be observed through employee behavior, especially through behavior in the
financial sector, where an organization can see both positive and negative employee behavior
through its financial reports.

The research motivations are: first, this study complements the suggestions from the
limitations of Lesmana's research (2020), concerning the effect of bank soundness ratios on
financial performance by adding the GCG self-assessment variable. Second, banks as
financial intermediary institutions in supporting the economy, so it is important to study the
determinants of banking financial performance so that banking functions run optimally.
Third, several previous studies have obtained contradictory results (Research gaps) regarding
the factors that affect banking financial performance as carried out by (Setiawan, 2016),
(Kiswanto & Purwanto, 2016), (Sheilla & Dharmastuti, 2018), (Welly & Hari, 2018),
(Kaljannah, 2018), (Rahayu, 2018),(Dewi & Yadnyana, 2019), (Lesmana, 2020), (Salim &
Djausin, 2020), Wibowo, 2020), (Alfian, 2020), (Hidayat, 2021). Based on the information
above, this research intends to test and analyze the ratio of the soundness of a bank's CAR,
BOPO, NPL, LDR and Good Corporate Governance Self-Assessment (SA_GCG) to financial
performance (ROA).

LITERATURE REVIEW
Agency Theory

The contractual relationship between the owner of the company (principal) and the
manager (agent) who are bound by a contract agreement is explained by agency theory
(Jensen & Meckling, 1978. The company is an organization owned by the principal, while the
manager/agent is in charge of running the business in its capacity as an extension of the
authority of principal. The contract between the principal and the agent defines their working
relationship in achieving the goals of an organization. The principal employs an agent to
manage the resources he owns by establishing a company, as well as delegating decision-
making to the agent. This causes agency problems, when both parties are the same -both have
conflicts of interest, both agents and principals are trying to maximize utility (Puspitasari,
2020).

Financial performance

Financial performance is a broad assessment of an entity's financial health over a
certain period, including collection and distribution of cash and other financial metrics such
as financial ratios (Dewi & Yadnyana, 2019). Financial ratios are a set of tools used in
financial performance analysis, which explain or describe the pros and cons of a company's
financial condition as well as its strengths and weaknesses in terms of its financial elements
(Hidayat, 2021).

The profitability ratio is the main indicator used to evaluate the success of financial
performance. This ratio describes a company's capacity to generate profits over a certain
period of time. Banking financial performance is evaluated using a measure of profitability.
Based on business profitability proxied by Return on Assets (ROA). Because Return on
Assets (ROA) can consider the ability of bank management to achieve profitability by using
all of the company's assets, as well as the fact that Return on Assets (ROA) is considered
capable of representing other parameters, Return on Assets (ROA) can take into account
financial performance capabilities. The ability of the bank's financial performance increases
with the Return on Assets (ROA) figure (Dewi & Yadnyana, 2019).
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Hypothesis Development

The research framework can be seen in the image below:
Independent Variable Dependent Variable
1. Bank Health Level

— CAR
1
. | BOPO
\H\FTanCial Performance
| NPL H, ROA
/ 1
4
| LDR
H
2. Self Assesment G
L | SA-GCG

1. Effect of Capital Adequacy Ratio (CAR) on Financial Performance (ROA).

Capital adequacy ratio (CAR) is the ratio of a bank's soundness level as measured
through the capital aspect (Alamsyah & Meylida, 2021). This ratio is used in assessing the
amount of company capital which functions to accommodate the risk of loss in a company
(Anisa & Suryandri, 2021). The bank's ability to use its own capital to offset the decline in
assets caused by losses due to the use of these assets is indicated by this ratio. Comparing
own capital with risk-weighted assets yields a CAR (RWA) value. Banks are better able to
withstand risky credit risk or productive assets the higher the CAR. Banks can finance
operational activities and help generate company profits if the CAR value is high thereby
improving financial performance. Based on the research findings of Darwis (2017) CAR has
an impact on banking financial performance.

H1: The capital adequacy ratio (CAR) has an effect on financial performance (ROA).

2. Effect of BOPO on Financial Performance (ROA).

The BOPO ratio is a comparison between operating costs and operating income. This
ratio is often also referred to as the efficiency ratio in measuring a bank's ability (Wibisiono,
2017). The BOPO ratio is used to determine the level of efficiency and capability of a bank in
carrying out its operational activities. Considering that in principle the main banking activity
is as an intermediary institution, the burden and income from banking operations are
dominantly derived from interest costs and interest yields. Changes in the BOPO ratio are
very important for the banking sector because it is a benchmark for determining the
soundness of a bank (Tarmidji & Widodo, 2021). The high BOPO ratio indicates that the
company bears high operational expenses and has an impact on losses, thereby affecting
financial performance. The results of previous research conducted by (Ardiansyah, Mawardi,
& Wisnu, 2017) show that BOPO negatively affects financial performance (ROA).

H>: BOPO has an effect on financial performance (ROA).

3. The Effect of NPL on Financial Performance (ROA).

The more banks lend money to their customers, it is possible to increase the Non-
Performing Loan Ratio (NPL) if there are many non-performing credit loans. The NPL value
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is significant, meaning that the bad debt expense is increasing, especially the price of reserves
for useful assets and the price of losses on bad loans. Due to the significant risk of non-
performing loans, banks no longer have the ability to benefit from credit interest. The
projected profits are affected by the loss of potential profits from bad loans (Patulak, 2014).
The increase in the NPL value causes the Bank to provide reserves (allowance) for writing
off large receivables, so that the ability to provide credit is limited and if this loan is not
collected it will result in losses from the bank's side (Novianti, 2020). The implication of this
causes a decrease in the company's financial performance. The results of research conducted
by (Darwis, Widarko, & Salim, 2017) prove that NPL affects financial performance (ROA).
Hz: Non-Performing Loans (NPL) have an effect on financial performance (ROA).

4. Effect of Loan to Deposit Ratio on Financial Performance (ROA).

The Loan to Deposit 's Ratio (LDR) is the ratio used to measure the composition of the
value of credit disbursed compared to the value of own capital and third parties. The higher
the LDR value, the higher the loan disbursement provided by the bank to the borrower. So
that the greater the bank earns income if the credit provided goes according to expectations.
However, if the credit disbursed is problematic, the bank will bear losses which will have an
impact on the company's financial performance. This indicates that the bank’s liquidity
capacity is getting smaller. If the bank's ability to channel loans is effective, then the LDR
value will increase, meaning that the amount of credit disbursed will increase more than the
increase in total third party funds, so that the bank's income will increase, which means it will
increase ROA (Susilawati & Nurulrahmatiah, 2021) Results from research carried out
(Darwis, Widarko, & Salim, 2017), (Ardiansyah, Mawardi, 2017) shows that LDR has a
negative effect on ROA.

Hs: Loan to Deposit Ratio (LDR) has a negative effect on ROA.

5. Effect of GCG Self Assessment on Financial Performance (ROA)

Self Assessment Good Corporate Governance ( SA-GCQG) is a self-assessment of the
implementation of GCG by the company based on the applicable rules. Self-assessment of
Good Corporate Governance is expected to use a combined rating calculation from each used
in banking companies (Purwitasari, 2021). SA-GCG implementation must be complete and
systematic using three Governance Structure, Process and Outcome techniques. To ensure
that the process of implementing the principles of good corporate governance produces
results that are in accordance with stakeholder expectations, this component involves
evaluating the suitability of the bank’s governance structure and infrastructure. The better the
implementation of SA-GCG, the better the corporate governance. This has an impact on the
smooth operation of the company, so as to improve the company's financial performance. The
results of research conducted by (Setiawati, 2016). (Sholichah, 2021) shows that SA-GCG
has an effect on financial performance (ROA).

Hs: GCG Self Assessment influences financial performance (ROA).

6. Effect of Bank Soundness Level and SA-GCG on Financial Performance (ROA).
Financial performance is an indicator in assessing the success of a company which can
be seen through the achievement of profits (profitability). The higher the profitability value,
indicates that the bank's ability to earn higher profits, so that the functions and roles of
banking run optimally which are ultimately able to advance the economy of a country (Welly
& Harry, 2018). Banking financial performance is dominantly influenced by internal
company factors, which consist of financial soundness and implementation of good corporate
governance. The condition of financial health can be seen through the aspects of capital,
aspects of lending, aspects of operating expenses, aspects of credit risk and liquidity aspects,
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while the implementation of governance can be seen based on the indicators that form the
composite value of the GCG Self Assessment implementation carried out by the company
(Setiawan, 2016). With a healthy condition and good corporate financial governance, the
company's operations run smoothly, because the bank has adequate resources to generate
profits. This has implications for increasing the company's financial performance.

He : Bank Soundness Level and SA-GCG have a simultaneous effect on financial
performance (ROA).

RESEARCH METHODS
a. Types of research

The research method used in this study is associative quantitative, namely a research
approach that uses numbers as analytical material to show the relationship of a variable with
other variables. The type of data used is secondary data which is data obtained or collected
from existing sources. Research data comes from financial reports and is taken via the web
www.idx.co.id in 2017-2021 for banking companies on the IDX. The purposive method was
used to take samples through the following criteria: 1. Conventional Banks listed on the IDX
consecutively 2017-2021; 2. Publish audited financial reports; 3. Has a self- assessment index
-GCG. Data collection methods used are documentation and literature.

b. Data analysis method

Analyzed using panel data through Eviews 10. The results of the analysis are used in
answering the hypothesis related to influence
CAR, BOPO, NPL, LDR, and GCG Self-Assessment of financial performance.

c. Estimation of Panel Data Regression Model Selection

According to Ghozali (2016) in the data panel there are 3 models available, namely: the
Common Effect Model (CEM) method, the Fixed Effect Model (FEM) model, and the
Random Effect Model (REM) model.

d. Choose Panel Data Regression
The model was selected through Chow Tests, Hasuman Test, and Lagrange Multiplier test.

e. Classic assumption test
Classical assumption testing must be carried out if CEM and FEM are selected, because this
model is a least square approach through data pooling (Ghozali & Ratmono, 2018).

1) Multicollinearity Test
Aims to test whether in the regression model there is a high or perfect correlation between
the independent variables (Ghozali, 2017)

2) Heteroscedasticity Test
It also arises because of a violation of the classic-9 assumption, namely the regression
model has been specified correctly.

f. Panel Data Regression
This regression is to find out whether CAR, BOPO, NPL, LDR and GCG Self Assessment
affect financial performance.

ROA = a+ 31 CAR + 3 2BOPO + B3NPL + B 4LDR+ B 4SA_GCG + ¢

Information:
ROA = Return on Assets
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o = Constant

B1, B2, B3, P4, BS = regression coefficient of each variable
BOPO = Operating Costs to Operating Income

NPL = Non-performing Loans

LDR = Loan to Deposit Ratio

SA-GCG = GCG Self Assessment

¢ = Error Rate

g. Determination Coefficient Test (R?)

The coefficient of determination is between 0 and 1. The small value of R 2 means that the
influence of the independent variable in explaining the dependent variable is very small.
(Dewi & Suryana, 2016).

h. Partial Test (t)

Partial testing was obtained to determine the effect of variable X in research with a regression
model, especially the partial effect on variable Y (Dewi & Suryana). The provisions can be
seen from the sig. research result. It has an effect if the sig value < 0.05 (Ghozali, 2016).

i. Simultaneous Test (F)

Tests carried out in knowing the simultaneous effect of the independent variables on the
dependent variable. this test is a test of the research model that was made (Ghozali, 2016). It
is concluded that it has an effect if the sig value is <0.05 or t count > t table.

FINDINGS AND DISCUSSION
Panel Data Regression Estimation
a. Common Effect Model (CEM)
The CEM model can be seen in the following table:

Table 1. CEM Test Results

Dependent Variable: Y

Method: Panel Least Squares

Date: 08/01/22 Time: 14:34

Sample: 2017 2021

Periods included: 5

Cross-sections mncluded: 13

Total panel (balanced) observations: 65

Variable Coefficient Std. Error  t-Statistic Prob.

C 9898099 1084598 9.126050 0.0000

X1 -0.138331 0.040645 -3.403355 0.0012

X2 -0.067035 0.007897 -8.488801 0.0000

X3 -0.205649  0.103658 -1.983924 0.0519

X4 0.004414 0.007673 0.575235 0.5673

X5 0.079604 0431676 0.184407 0.8543
R-squared 0.777305 Mean dependent var 1.546154
Adjusted R-squared 0.758433 S.D. dependent var 2.858479
S.E. of regression 1.404927 Akaike info criterion 3.605613
Sum squared resid 116.4554 Schwarz criterion 3.806326
Log likelthood -111.1824 Hannan-Quinn criter. 3.684807
F-statistic 41.18738 Durbin-Watson stat 1.447459
Prob(F-statistic) 0.000000

b. Fixed Effects Model (FEM)
The FEM model can be seen in the following table:

666 |Page


https://dinastipub.org/DIJEFA

https://dinastipub.org/DIJEFA Vol. 4, No. 5, November 2023

. Table 2. FEI\//I\ Test Results

v
Dependent Variable: Y
Method: Panel Least Squares
Date: 08/01/22 Time: 14:36
Sample: 2017 2021
Periods included: 5
Cross-sections included: 13
Total panel (balanced) observations: 65

‘el

Variable Coefficient Std. Error t-Statistic ~ Prob.
C 9.669837 2.303798 4.197346 0.0001
X1 -0.212613 0.060942 -3.488773 0.0011
xX2 -0.056827 0.010016 -5.673388 0.0000
X3 -0.225721 0.128270 -1.759727 0.0850
X4 0.015516 0.011496 1.349733 0.1836
P) X5 0.189359 0.688660 0.274967 0.7845

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.852761 Mean dependent var  1.546154
Adjusted R-squared 0.799505 S.D. dependent var 2.858479
S.E. of regression 1.279932  Akaike info criterion  3.561098
Sum squared resid 76.99663 Schwarz criterion 4.163236

Log likelihood -97.73567 Hannan-Quinn criter. 3.798680
F-statistic 16.01234 Durbin-Watson stat  2.065721
Prob(F-statistic) 0.000000

c. Random Effect Model (REM) Test
REM models can be seen in:

Table 3. REM Test Results

Dependent Variable: Y

Method: Panel EGLS (Cross-section random effects)
Date: 08/01/22 Time: 14:38

Sample: 2017 2021

Penods included: 5

Cross-sections included: 13

Total panel (balanced) observations: 65

Swamy and Arora estimator of component variances

Vanable Coefficient Std. Error t-Statistic Prob.
C 9.946076 1.184717 8.395317 0.0000
X1 -0.157770 0.041751 -3.778863 0.0004
xX2 -0.064945 0.007911 -8.209375 0.0000
X3 -0.205584 0.101806 -2.019367 0.0480
X4 0.006507 0.007981 0.815385 0.4181
Xs 0.103964 0.444767 0.233750 0.8160
Effects Specification

) S.D. Rho (

Cross-section random 0.450747 0.1103

Idiosyncratic random 1.279932 0.8897

Weighted Statistics

R-squared 0.765180 Mean dependent var 1.214736
Adjusted R-squared 0.745280 S.D. dependent var 2.623564
S.E. of regression 1.324108 Sum squared resid 103.4424
F-staustic 38.45124 Durbin-Watson stat 1.598507
Prob(F-statistic) 0.000000

Unweighted Statistics

R-squared 0.775755 Mean dependent var 1.546154
Sum squared resid 117.2662 Durbin-Watson stat 1.410069

Panel Data Regression Model

a. Testing Chow test
This test chooses between the Common Effect model and the Fixed Effect model. This test
is based on the prob value. Cross-Sec F and Cross-Sec Chi-square And the terms:
CEM is selected, if the Cross-Section F and Cross-Sec prob chi square > o (0.05)
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H a: FEM, if the probability of Cross Section F and Cross Section chi square < a (0.05)

Redundant Fixed Effects Tests
Equation: EQOU1

Test cross-section fixed effects
Effects Test Statistic df Prob.
Cross-section F 2007188 (12,47) 00449
Cross-section Chi-square 26.893520 12 0.0080

Prob value. Cross-sec F 0.0499 and Cross-sec Chi-square 0.0080 is less than 0.05, so the
estimation modell used is the Fixed Effects model.

b. Hausman test
This test compares the Fixed Effect Model and the Random Effect Model. It can be seen
from the prob value. Cross Section Random. By hypothesis:
H o: REM, if the probability of Cross Section Random > o (0.05)

H a: FEM, if the probability of Cross Section Random < a (0.05)
Correlated Random Effects - Hausman Test
Equation: EQO1
Test cross-section random effects

Chi-Sq.
Test Summary Statistic Chi-Sq. df  Prob.
Cross-section random 9.142929 50,1035

Random Cross Section value in the prob column. 0.1035 is higher than 0.05, so the estimated
model chosen is the Random Effect Model (REM).

Panel Data Regression Analysis
The model that is considered the most feasible to use is REM. The results of the REM model
test can be seen from the following table:

Table. 4 REM Test Results

jDepend.ent Variable: Y
Method: Panel EGLS (Cross-section random effects)
Date: 08/01/22 Time: 14:38

Sample: 2017 2021

Perntods included: 5

Cross-sections included: 13

Total panel (balanced) observations: 65

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
C 9. 9460706 1.184717 8.395317 00000
1 -0.157770 0.041751 -3. 778863 0.0004
X2 -0.064945 0.007911 -8.209375 0.0000
3 -0.205584 0.101806 -2.019367 0.0480
e 0.006507 0.007981 0.815385 0.4181
XS5 0.103964 0.444767 0.233750 0.8160
Effects Specification

b] S.D. Rho (

Cross-section random 0.450747 0.1103

Idiosyncratic random 1.279932 0.8897

Weighted Statistics

R-squared 0.765180 Nean dependent var 1.214736
Adjusted R-squared 0.745280 S.D. dependent var 2.623564
S.E. of regression 1.324108 Sum squared resid 103 4424
F-statistic 3845124 Durbin-Watson stat 1.598507
Prob(F-statstic) 0.000000

Unweighted Statistics

R-squared 0.775755 Mean dependent var 1.546154
Sum squared resid 117.2662 Durbin-Watson stat 1. 410069
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Based on the estimation results in the table above, the panel data regression equation is as
follows:

Y="-9.946 - 0.157CAR - 0.064BOPO - 0.205NPL + 0.006LDR + 0.103SAGCG + ¢

Simultaneous Test (F)
To determine the effect of independent variables simultaneously on the dependent variable.
Based on the test results, it is known that the results of the probability value F (0.000000) < o
(0.05) , so it can be decided that the Capital Adequacy Ratio, Operating Expenses to
Operating Income, NPL , L DR and GCG Self Assessment Together have an influence on
Financial Performance .

Determination Coefficient Test

From the results of the value of the coefficient of determination (R2) shows a value of
0.745280 or 74.52%, while the remaining 25.48%. It is explained that the Capital Adequacy
Ratio, Operating Expenses to Operating Income, Non - Performing Loans, Loan to Deposit
Ratio and GCG Self Assement have an effect on financial performance (ROA) of 74.52%,
while the remaining 25.48%.

Partial Test (t)

The partial effect of the independent variable on the dependent can be known through the

hypothesis t test. Table results show:

1) Variable t- statistic Capital Adequacy Ratio (-3.778863) > t table (2.00100) and Prob
value. 0.0004 <0.0005, so it can be concluded that the CAR variable has a significant
negative effect on financial performance (ROA).

2) Variable t- statistic Operating Costs on Operating Income ( -8.209375) > t Table
(2.00100) and the value of Prob. 0.0000 < 0.0005 so it can be decided that the variable
Operating Costs on Operating Income negatively affect financial performance (ROA).

3) Variable t- statistics Non-Performing Loans (-2.019367) > t Table (2.00100) and Prob.
0.0480 < 0.0005 so it can be decided that the variable Non-Performing Loans have a
negative effect on financial performance (ROA).

4) Loan to Deposit Ratio t- statistic variable (0.815385) < t table (2.00100) and the Prob
value. 0.4181 > 0.0005 so it can be concluded that the Loan to Deposit Ratio variable has
no significant effect on financial performance (ROA).

5) t- statistic Self Assessment Good Corporate Governance (0.233750) < t table (2.00100)
and the value of Prob. 0.8160 > 0.0005 so it can be concluded that Self Assessment of
Good Corporate Governance has no significant effect on financial performance (ROA).

1. Effect of CAR on ROA.
The Capital Adequacy Ratio is the soundness level of the Bank as measured by capital.
One factor that is very important for generating income in managing funds for the
purpose of making bank profits effectively and efficiently is capital. The Capital
Adequacy Ratio provides an explanation regarding capital adequacy in order to carry out
banking activities. If the bank has more capital than a predetermined minimum amount,
it can anticipate bank failure problems. Banks that have sufficient capital will have the
flexibility to carry out all their activities, so that the target of lending and financing can
run well, the implication is that the bank will generate maximum income, so that it can
increase the value of profitability. However, if the capital aspect is too large and the
Bank does not optimally carry out credit and financing, the bank will bear the risk of
interest expense for funds placed by customers. The result will be a burden and reduce
the profit that can be generated. This research is in accordance with the results of
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research (Dewi & Yadnyana (2019) which states that the Capital Adequacy ratio has a
significant negative effect on financial performance (ROA).

2. Effect of BOPO on ROA.

BOPO is a ratio that compares how much operational expenses incurred can generate
bank income in a certain period Tarmidji & Widodo (2021) . The greater the BOPO
ratio, indicating an imbalance between operational expenses incurred and income
generated, this of course makes the operational expenses borne by banks very high, the
implication of this will make banking financial performance decrease, so that the
profitability ratio (ROA) will be generated by banks will tend to fall and result in poor
banking performance (Gustiana, Soleh, & Ferina, 2021) . The results of this research are
in line with research conducted by Slamet Fajari and Sunarto (2017) which states that
BOPO has a significant negative effect on financial performance (ROA).

3. Effect of NPL on ROA.

NPL ratio is a comparison between a number of non-performing/bad credit distribution
with the total credit disbursement provided by banks to debtors. The occurrence of
problem loans indicates a failure on the part of management in analyzing, assessing and
granting credit to debtors. This was triggered by the bank's inaccuracy in assessing the
ability of debtors at the time of assessment for lending. This failure will have an impact
on decreasing the income that will be generated by the Bank. The implication of this will
result in losses for the company which will ultimately reduce financial performance. The
higher the failure of lending (NPL) will result in decreased profits so that the ROA
becomes smaller and causes the bank'’s performance to decline.

4. The effect of LDR on ROA.

Research results show that LDR does not affect ROA. The LDR ratio measures the
composition of the amount of credit extended to debtors compared to the amount of
funds from own capital and funds deposited from third parties. The high LDR ratio
shows the higher the credit extended by banks to borrowers. So that the greater the Bank
earns income if the credit provided goes according to expectations. However, if the credit
disbursed is problematic, the bank will incur losses which will result in a decline in the
company's financial performance. This indicates that bank liquidity is getting lower. The
effectiveness of lending carried out by the Bank will increase the LDR value, meaning
that the bank is successful in extending high credit. Increasing credit distribution does
not necessarily guarantee an increase in the Bank's financial performance if there are
non-performing loans from a number of loans disbursed. The implications of this have no
impact on improving bank financial performance (Susilawati & Nurulrahmatiah, 2021) .
This result is in line with Wibowo's research (2020) which states that the LDR ratio does
not affect financial performance (ROA).

5. Effect of SA-GCG on ROA.
Self-assessment (self-assessment) on the implementation of GCG is an assessment of the
implementation of GCG principles in reporting assessments using available composite
standards (Sheilla & Dharmastusti, 2018). The maximum implementation of SA-GCG
shows better corporate governance carried out by management, because company
management refers to the principles of governance that are able to make all company
activities run better. Good corporate governance will have an impact on the smooth
running of the company's operational activities, starting from the functions of planning,
implementation, supervision, control and evaluation so that in the end the company is
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able to run optimally, however, self-assessment does not necessarily reflect the actual
conditions when management act independently of that self-assessment. As a result, this
self-assessment is unable to provide a guarantee to ensure that if the self-assessment of
corporate governance (GCG Self-assessment) is good, then the financial performance
will also be good. this is not necessarily able to improve the company's financial
performance (Rachmawati, 2018).

6. Effect of CAR, BOPO, NPL, LDR, and SA-GCG on financial performance (ROA).
Financial performance is an indicator in assessing the success of a company which can
be seen through the achievement of profits (profitability). The greater the profitability,
the higher the bank’s ability to earn profits, so that the banking functions and roles will
run optimally which will ultimately be able to advance a country's economy (Welly &
Hari, 2018) . The banking financial performance is dominantly influenced by the
company's internal factors, which consist of the condition of financial health and the
implementation of good corporate governance. The condition of financial health can be
seen through the aspects of capital, aspects of lending, aspects of operational expenses,
aspects of credit risk and aspects of liquidity, while the implementation of governance
can be seen based on the indicators that form the composite value of the implementation
of GCG Self Assessment carried out by the company ( Setiawan , 2016) . With this
condition of financial health and good corporate governance, the company's operations
will run smoothly, because the bank has adequate resources to generate profits. This will
have implications for increasing the company's financial performance.

CONCLUSION AND RECOMMENDATION

From the results of the testing and analysis that has been carried out, the conclusion of
this research is that the variables CAR, BOPO and NPL have a negative effect on financial
performance. Meanwhile, the LDR and SA-GCG variables do not affect financial
performance. The implication of this research is that the financial performance generated by
the Bank is strongly influenced by the capital aspect in carrying out operations, success in
lending and control over operational expenses incurred by the Bank in carrying out all
activities.

BIBLIOGRAPHY

Abubakar, H. Rifai. 2021. Introduction to Research Methodology . Like-Press UIN Sunan
Kalijaga.

Alamsyah, S, and HD Sarra. 2019. "The Behavior of Securities Analysis in the Indonesian
Capital Market Based on the Perspective of Financial Statements.” Insan Online Journal
... 4(2): 157-70.

Alamsyah, Sustari, and Sheily Dwi Meylida. 2021. "A Comparative Analysis of the
Performance of Car, Roa, Nim, Bopo and Ldr of Islamic Banking and Conventional
Banking." Balance Vocational Accounting Journal 4(2): 137.

Alfian, Nurul. 2020. "Corporate Governance Mechanisms for Financial Performance in
Banking Companies Registered on Bei." JIAFE (Scientific Journal of Accounting
Faculty of Economics) 5(2): 209-18.

Andrianto, Didin Fatihuddin, and M. Anang Firmasyah. 2019. Bank Management . ed. Qiara
Media. CV. Publisher Qiara Media.

Anisa, Hilda Vina, and Dhini Suryandari. 2021. “The Effect of NPL, GCG Self Assessment,
ROA, and CAR on Firm Value (Empirical Study on Commercial Banks Listed on the
Indonesia Stock Exchange.”

Ardiansyah, Mawardi, and Wisnu. 2017. "Analysis of the Effect of Capital Adequacy Ratio,
Loan To Deposit Ratio, BOPO, and Net Interest Margin on Bank Financial

671|Page


https://dinastipub.org/DIJEFA

https://dinastipub.org/DIJEFA Vol. 4, No. 5, November 2023

Performance. (Study on Conventional Commercial Banks Listed on the Indonesia Stock
Exchange 2010-2014)."

Bastomi, Mohamad, Ubud Salim, and Siti Aisjah. 2017. "The Role of Corporate Governance
and Risk Management on Banking Financial Performance in Indonesia." Journal of
Finance and Banking 21(4): 589-99.

Darwis, Mohammad, Agus Widarko, and M. Agus Salim. 2017. "The Effect of Capital
Adequacy Ratio (CAR), Non Performing Loans (NPL), Loan To Deposit Ratio (LDR),
SBI Interest Rates on Banking Financial Performance (In the Banking Industry that Go
Public on the Indonesia Stock Exchange Period 2014-2016) .”

Dewi, Aldisa Cynthia. 2017. "The Influence of Good Corporate Governance, Car, and Bopo
on Banking Financial Performance (Empirical Study of Conventional Banking
Companies Registered on the IDX for the 2012-2016 Period)."

Febrina, R., D. Dwiatmanto, and M. NP. 2016. "Analysis of Public Bank Soundness Based
on Risk Profile, Good Corporate Governance, Earnings, and Capital (Study of
Commercial Banks Listed on the Indonesian Stock Exchange Period 2013-2015)."
Journal of Business Administration S1 Universitas Brawijaya 37(1): 196-205.

Ghozali, Imam. 2017. Multivariate Analysis and Econometrics Theory, Concepts, and
Applications with EViews 10 . Semarang: Diponogoro University Publishing Agency.

Gustiana, Ferona, Ahmad Soleh, and Zahra Indah Ferina. 2021. "The Influence of CAR, LDR
and BOPO on ROA in Conventional SOEs Registered on the Indonesian Stock
Exchange."

Hardani. 2020. Qualitative & Quantitative Research Methods . Yogyakarta: CV. Pustaka
IlImu Yogyakarta Group.

Hayumurti, Ardiani, and R. Gunawan Setianegara. 2019. "An Analysis of Bank Soundness
Assessment Using the Risk Based Bank Rating Method at PT Bank Danamon Indonesia,
Tbk for the 2014-2017 Period."

Herliana, ade dina. 2016. "The Effect of Free Cash Flow on Company Performance Through
Agency Costs as an Intermediate Variable in Manufacturing Companies Listed on the
Indonesian Stock Exchange."

Hidayat, Gustina. 2021. "Financial Performance Ratios of Conventional Banks Listed on the
Indonesian Stock Exchange." Coopetition : Scientific Journal of Management 12(3):
483-90.

Kaljannah, AR, Indriyani, and Ulyarti. 2018. “The year 2018.” Proceedings of the 2018
National Seminar on the Faculty of Agriculture, Jambi University : 297-308.

Cashmere. 2017. Banking Management . Jakarta: Rajawali Press.

Kiswanto, Kiswanto, and Asri Purwanti. 2016. "The Effect of Bank Soundness Level
According to Risk Based Bank Rating on Financial Performance with Good Corporate
Governance as a Moderating Variable in Islamic Commercial Banks and Sharia
Business Units in Indonesia.” Indonesian Journal of Accounting 5(1): 15.

Lesmana, T, DL Warganegara, and Rita Trifena. 2020. “The Impacts of Bank Financial
Soundness Towards Profit Growth: A Study On The Indonesian Banking Industry.”
Pjaee 18(1): 582-94.

MA, Zuwardi, and Hardiansyah Padli. 2019. "Determinants of Profitability of Islamic
Commercial Banks in Indonesia." At-tijaroh: Journal of Management and Business
Islam 5(2): 201-15.

Wibisono, Muhammad Yusuf, Salamah Wahyuni. 2017. "The Influence of CAR, NPF,
BOPO, FDR, on ROA Mediated by NOM."

Munawaroh, Diah, and Peny Cahaya Azwari. 2019. “Effect of Risk Based Bank Rating on
Financial Performance of Sharia Commercial Banks.” Accountability 12(2): 201-14.

Natalia, Erni Yanti. 2019. "Analysis of the Influence of Operational Income Operating

672|Page


https://dinastipub.org/DIJEFA

https://dinastipub.org/DIJEFA Vol. 4, No. 5, November 2023

Expenses (BOPO) and Loan To Deposit Ratio (LDR) on BPR Profitability in Batam
City."

Nicola, Daniel, Sahala Manalu, and Tommy Mora Hamonangan Hutapea. 2017. "Effect of
Bank Soundness Level Regec Method on Index of Financial Inclusive in Indonesia."
Journal of Management Applications 15(4): 702-9.

Noor Salim, M, and R Pandji Ibnul Djausin. 2020. “Determinants of Financial Performance
and Its Impact on the Growth of Islamic Bank Assets in Indonesia.” International
Journal of Business, Economics and Management 7(1): 27-41.

Novianti. 2020. "The Influence of Non-Performing Loans (NPL) on Return On Assets (ROA)
AT PT. BNI PERSERO Tbk.

Patricia, Olivia, Siti Hidayati, and Wahyudi. 2021. "The Influence of Bank Soundness Level
on Banking Stock Returns in Indonesia.” Mix : Scientific Journal of Management 2(3):
464-76.

Pinasti, Wildan Farhat. 2018. "The Influence of CAR, BOPO, NPL, NIM and LDR on
Profitability of Commercial Banks for the 2011-2015 Period."

Puspitasari, Intan Dwi. 2020. "The Influence of Information Asymmetry, Company Size and
Financial Distress on Income Smoothing (Studies of Banking Companies Registered on
the IDX for the 2015-2019 Period).”

Rachmawati, Lilis Ardian. 2018. "The Influence of Good Corporate Governance on Return
On Assets with Corporate Social Responsibility as a Moderating Variable (Study of
Commercial Banks Registered on the IDX in the 2012-2016 Period)."

Rahayu, Yunie. 2018. "EKONOMIIS: Journal of Economics and Business Vol.2 No.1 March
2018." 2(1): 165-74.

Rembet, Watung E Claudia, and Dedy N. Baramuli. 2020. "The Influence of CAR, NPL,
NIM, BOPO, LDR on Return On Assets (ROA) (Studies on National Private
Commercial Banks, Foreign Exchange Registered on the IDX."

Rohima, Eti. 2021. "Analysis of the Influence of BOPO, CAR, AND NPL on ROA at BUMN
Banks in 2012-2019 (Study of BUMN Banks that Go Public on the Indonesian Stock
Exchange)."

Setiawan, Andy. 2016. "Analysis of the Influence of Bank Soundness Level By:" Lentera
Accounting Journal 2(2): 1-13.

. 2017. "Analysis of the Influence of Bank Soundness Level on Return on Assets."
Journal of Accounting and Tax Analysis 1(2): 138-51.

Setyawati, Irma. 2018. Sharia Commercial Banks in Indonesia . Ed. 1. Yogyakarta: Expert.

Sheilla, and Christiana Fara Dharmastuti. 2018. "Analysis of Bank Soundness Levels Using
the RGEC Method (Risk Profile, Good Corporate Governance, Earnings, Capital) on
Banking Performance (Roa) in Banking Companies for the 2015-2016 Period." Journal
of Economics and Finance 10(1): 66—77.

Sholichah, Mu'minatus et al. 2021. “The Effect of RGEC and EPS on Stock Prices: Evidence
from Commercial Banks in Indonesia.” Journal of Asian Finance, Economics and
Business 8(8): 67—74.

Dewi, Sukma Kartika, Ni Wayan, and | Ketut Yadnyana. 2019. "The Effect of Risk Based
Bank Rating Indicators on Financial Performance in Banking Companies Registered on
the IDX in 2012-2016." E-Journal of Accounting 26: 1075.

Supardi . 2016. Application of Statistics in More Comprehensive Statistical Concept
Research . South Jakarta.

Susilawati, Suci, and Nafisah Nurulrahmatiah. 2021. "The Effect of Non-Performing Loans
(NPL) and Loan to Deposit Ratio (LDR) on Return on Assets (ROA) with Net Interest
Margin (NIM) as Mediation Variables at BUMN Banks Registered on the IDX."

Tarmidji, Heri, and Adji Widodo. 2021. "The Effect of Capital Adequacy Ratio (CAR) and

673|Page


https://dinastipub.org/DIJEFA

https://dinastipub.org/DIJEFA Vol. 4, No. 5, November 2023

Operational Costs (BOPO) on Return On Assets (ROA) at PT. Bank Syariah Mandiri
Tbk. Period 2011-2019.”

Trinanda, Didin Mukodim. 2010. "Effect of Application of Corporate Governance on the
Financial Performance of Banking Sector Companies." E-Journal of Gunadarma
University 12(1): 1-8.

Ummm. 2019. "Ummah, Ana Syarifatul and Priyastiwi, Priyastiwi (2019) Analysis of
Differences in Banking Performance on the Indonesian Stock Exchange for the 2017-
2018 Period Before and After Changes in the Rupiah Exchange Rate."”

Veronica, Meilin. 2021. "The Influence of the Implementation of Good Corporate
Governance on the Performance of Go Public Banking Companies During the Global
Economic Crisis in Indonesia.” Scientific Journal of Today's Global Economy 12(1): 1.

Welly, Welly, and Kurnia Krisna Hari. 2018. "The Effect of Bank Health Assessment on the
Financial Performance of Islamic Banks in Indonesia.” BALANCE Journal of
Accounting and Business 3(2): 400.

Wibowo, Indra Ayu Aninda, Gendro Wiyono, and Risal Rinofah. 2020. "The Influence of
Liquidity Risk, Net Interest Margin, and Good Corporate Governance on Financial
Performance of Commercial Banks." Mode 32(1): 53-65.

Wiyono, Gendro, and Hadri Kusuma. 2017. Advanced Financial Management: Based on
Corporate Value Creation . Yogyakarta: UPP STIM YKPN.

Yunita, nur afni. 2018. "Analysis of Bank Soundness Levels Using the Camels and Pearls
Method at Commercial Banks in Indonesia .

674|Page


https://dinastipub.org/DIJEFA

