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AHaJli3 BINIHBY NOKA3HHKA HagiliHOCTI 0aHky, induauii Ta craku banky
Inponesii Ha 3pocTanust NPUOYTKY 0aHKIB perioHANLHOI0 PO3BUTKY

Anomauin. banxu pecionarsnoco pozsumxy — mun banxis 6 fndonesii, aki cmeopIOIOMsCa MicyeauM NPOGIHYITHIM
ypadom. bx memoio € crunvymosanna pezionaipioeo possUmMKY ma RAOANA NOYAMKOG020 KAnimaty Hacelenmio ma
RnIOnpUEMCMEam NPoGINYIT, KU npueamni GanKy ne pUsuKyedaiu 6 nadasamu, @ Maxoxie nadanns dazoeux Minancosux
nocaye daa nacerenns npoeinyii. Taxi Ganxu niompumyloms He auute eKoNOMIYNE IPOCMANNA Y 6I0N0GIONUX pezionax,
ane i MaKpoexonomiune spocmanis kpainu & yinomy. Mema danozo docriodcenns — naoamu eMnipudni 0oxazu wooo
enaugy piena Hadiunocmi banky, Inghaayii ma noxasuuxa OauKiecbkol cmasku Ha 3pocmanns npubymky banxie
pecionansiozo pozeumry. V uyvomy docrioxcenni asmopu suxopucmosyioms dawi za 2014-2019 powxu. Bubipxa
docaidocenns — 26 bankie pecionaibno2o pozeumxy 6 Indonesii, axi zapecemposani 6 Llenmpansnomy banxy Indonesii
ma Vnpaeninni inancosux cayonet. B pobiomi sudineno n’ame pezionic Indonesii wooo akux npoeodumses ananiz: Hea
(ermoyatowu  bBaxi), Cymampa, Kanimanman, Cyaaseci ma Ipian Qocan (sxwmouaiouu Hyca-Tenzapa). Aemopu
BUKOPUCIMOBYIOME 015 aNANIZY GMOPUNNI Oani, ompuMani i3 KeapmaibHuX mda piunux (inancosux 36imis Hanxie.
Hepesipra zinomesu nposodurdcy 3 GUKOPUCIIANNAM MHONCUNNOZ0 pecpeciinoco ananizy, obpobxa oanux
sgiticosanacs & cepedosuiyi SPSS Statistics. Busieneno, wo ckradosi nadiiimocmi Ganky (koeghiyicnm docmammuocmi
Kanimany, wucma NpoyeHmna Mapicd, Henpayiolona No3uKd, Koegiyicnm nozuukosux denosumie, eghexmuene
Kopropamuene YRpasainmsa), ingaayis ma OGankisceKa cmaska He SNIUGAIOMb 1A 3POCManns nputymxy oOankie
pezionarsiozo possumxy. OOnak, Mara 3Minna K eIONOWENNS onepayiiinux eumpam 00 koediyicum onepayitinozo
doxody mac Heznawnuil enaue na spocmanns npubymry banxis pecionanvnozo pozeumky & Cymampi. [us inux
Pecioni6 Maxutl GNAUE He NPOCTIOKOBYEMbCA.

Kmiowoei cnoea: pisens naditimocmi 6anxy, 6anxk pezionaibHozo pozGUmMKY, IH@uiyis, Gankisceka cmaexd,
npubymor Ganxy.

Yuyun KHATIRINA'

Sriwijaya University, Palembang, Indonesia

Luk Luk FUADAH>

Sriwijaya University, Palembang, Indonesia

AZWARDI
Sriwijava University, Palembang, Indonesia
The analysis of the effeqgy of Bank Soundness Rate, Inflation and Indonesian

Bank Rate on the Profit Growth of Regional Development Banks

Abstract. Regional Development Banks (BPD in Indonesian) are a type of bank in Indonesia that is established
by the local provincial government. Its purpose is to boost regional development and provide initial capital to the
province that private banks would not risk giving, as well as giving basic financial services for the general provincial
population. RDBs support not only the economic growth in their respective regions but also Indonesia's
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macroeconomic growth. The purpose of this study is to provide empirical evidence on the impact of the bank soundness
rate, inflation and Indonesian Bank rate (BI Rate) on the profit growth of Regional Development Banks. In this study,
the authors use data for 2014-2019. The sample of the study is represented by 26 regional development banks in
Indonesia, which are registered with the Bank Indonesia and the Financial Services Authority. The authors identified
five regions of Indonesia that are being analyzed: Java (including Bali), Sumatra, Kalimantan, Sulawesi and Irian Jaya
(including Nusa Tenggara). The authors use for analysis the secondary data obtained from quarterly and annual
financial statements of banks. Hypothesis testing was performed using multiple regression analysis, data processing
was performed in the SPSS Statistics program. It was found that the components of bank soundness (Capital Adequacy
Ratio (CAR), Net Interest Margin (NIM), Non-Performing Loans (NPL), Loan to Deposit Ratio (LDR), Good Corporate
Governance (GCG)), inflation and the Bl Rate do not affect the profits growth of regional development banks.
However, such a variable as the Operational Efficiency (known in Indonesia as BOPO) has little effect on the profits
growth of regional development banks in Sumatra. For other regions, such an effect is not observed.
Keywords: bank soundness level, Regional Development Bank, inflation, Indonesian Bank rate, bank profits.

Introduction. The regional governments throughout
the Republic of Indonesia have a significant influence on
the development of the economic situation in the region.
The close connection between the Regional Development
Bank (RDB) and the Regional Government helps to
achieve the goals in encouraging economic activity in
regional  development  through SME  funding.
Furthermore, Regional Development Banks uphold a
strategic role as a partner for the Government and an
instrument  for accelerating regional development
nleu'dielsm(), 2018). RDBs support not only the economic
growth in their respective regions but also Indonesia's
macroeconomic growth.

Regional Development Banks are synonymous with
consumer credit. Regional Development Banks have
consumption credit of 69% or 321,681 billion rupiahs of
the total RDBs credit and, on the other hand, only 31% or
142,754 billion rupiahs for productive credit (working
capital and investment). However, 2.62% of the total
loans or 12,175 billion rupiahs were announced as Non-
Performing Loans (collective loans 3, 4, and 5) (OJK,
2019). The phenomenon certainly affects the
sustainability of banking system and potentially generates
problems in the nation's economy.

Bank Indonesia as the supervisory principal has
issued Bank Indonesia Regulation (PBI)
No.13/1/PBI/2011 concerning Assessment of
Commercial Bank Soundness Level, which requires
banks to conduct a self-assessment of Bank Soundness
Level wusing a risk approach (Risk-Based Bank
Rating/RBBR), both individually and on a consolidated
basis. This procedure is known as the RGEC (Risk
Profile, Good Corporate Governance, Earning, and
Capital) method. Banks that meet the RGEC indicators
can be categorized as healthy banks. Bank health can
support bank performance that can encourage and
maintain public confidence in using bank services.

This work is devoted to research the influence of these
financial ratios and the external factors that do not have a
direct correlation with bank management. These extemal
factors indirectly affect the economy and law, which will
influence the performance of financial institutions such as
inflation and the BI rate (interest rate).

The results of previous studies suggest that several
variables affect the growth of bank profits, but the results
are inconsistent. The Capital Adequacy Ratio (CAR)

insignificant effect on profit growth, while Tio (2012)
displayed a significant positive impact on profit growth.
Lubis (2013), Fathoni et al. (2013), and Tio (2012)
conducted studies on Non-Performing Loans (NPL) and
stated that the NPL ratio had a significant influence on
profit growth. On the other hand, Aini (2013) found a
contrasting result when discovering that NPL provided no
significant effect on profit growth.

Furthermore, studies on Net Interest Margins (NIM)
also demonstrate inconsistent results. Patulak (2014)
found that Net Interest Margin (NIM) had a positive and
significant impact on profit growth. However, Aini
(2013) found that NIM had no insignificant effect on
profit growth. Contrasting results also appeared in the
case of the Loan to Deposit Ratio (LDR). Tio (2012) and
Fathoni et al. (2012) explained that the Loan to Deposit
Ratio (LDR) has no significant effect on profit growth.
Meanwhile, Anisah Lubis (2013) and Patulak (2014)
described in their studies that the Loan to Deposit Ratio
(LDR) possesses a significant influence on profit growth.

Many studies were conducted on Operational
Efficiency (known in Indonesia as BOPO). Tio (2012)
emphasized that there is no significant effect between
BOPO on profit growth, while Suci (2012) shows that
there is a significant effect between BOPO on profit
growth. Then, another factor that previous studies have
examined i1s Good Corporate Governance (GCG).
Wahyuni, et al. (2018) stated that GCG had an
insignificant negative effect on profit growth, while
Suryan and Habibie (2017) explained in their study that
Good Corporate Governance (GCG) did not affect profit
growth. The results of previous studies indicate that there
is still a research gap. Therefore, there is a need to
conduct another survey on this topic. In addition to the
internal factors described above, several factors such as
inflation and the determination of BI rate can affect the
growth of national banking profits.

Theoretical Framework

Stakeholder Theory

The stakeholder theory discusses which parties the
company is responsible for (Freeman, 2001). Companies
are responsible not only to shareholders but also to
stakeholders (Maulida and Adam, 2012). The stakeholder
theory focuses on how a company can manage its
relationships with its stakeholders.

studied by Suci (2012) showed a positive but
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Financial Intermediary Theory

John Gurley’s Financial Intermediary Theory (1956)
discusses one of the functions of banking institutions as a
dominant supporter in a country's economy by
intermediating funds from those who have excess funds
to those who lack funds. The primary role of
intermediation helps ensure economic stability and well-
being.

Banks perform financial intermediation as mediators
to collect funds from the third parties who have a surplus
of money and channel them back to borrowers consisting
of households, private sectors, and the government. The
intermediation will function optimally if it is supported
by adequate capital (Buchory, 2006).

Banks

According to Act of the Republic of Indonesia No 10
on November 10, 1998, a bank is a business entity that
collects funds from the public in the form of savings and
distributes them to the public through credit or other
forms of funding to improve the people’s standard of
living. The types of banks based on their ownership
include:

1) Govemmment-owned Bank;

2) Private National Bank;

3) Co-operative Bank.

Regional Development Bank

Regional Development Bank acts as a partner of the
Provincial Govemment to support the work of the
Provincial Government that requires financial and
banking services. Regional Development Bank is a
commercial bank whose share ownership is owned by the
Regional Government.

Inflation is rising prices of goods and services, which
occurs when expenditure is higher than the supply of
goods on the market. In other words, too much money
chases too few goods (Downes & Goodman, 1994).

Indonesia Central Bank (BI) Rate

BI Rate is an interest rate with a tenor of one month
announced by Bank Indonesia (The Indonesian Central
Bank) periodically serving as a signal (stance) of
monetary policy. The BI Rate indicates the short-term

interest rate desired by Bank Indonesia to achieve
the inflation target (Nuryazini, 2008).

Bank Soundness Level

Indonesia Central Bank (BI) defines a bank's
soundness level as the result of an assessment of the
bank's condition conducted on the bank's risk and
performance. The measurement instrument used to assess
bank condition is a risk-based bank rating approach as
stipulated in the regulation of Indonesia Central Bank
(PBI) No. 13/1/PBI/2011. The assessment is conducted
on several factors such as risk profile, Good Corporate
Governance (GCG), profitability (earnings), and capital.

Taswan (2010) explains that bank soundness level is
the outcome of a qualitative andfor quantitative
assessment of various aspects conducted through an
evaluation of capital factors, asset quality, management,
profitability, liquidity, and sensitivity to market risk that
influence the condition or performance of a bank. The
Bank Soundness Level 1s used as a quantitative
assessment or qualitative after considering the element of
Jjudgment.

Risk Based Bank Rating

The Indonesia  Central Bank Regulation
No. 13//PBL/2011 article 2 states that banks must
conduct a bank soundness rating using a risk-based bank
rating (RBBR) approach. Based on the Circular Letter of
Indonesia Central Bank No. 13/24/DPNP in 2013, the
RBBR evaluates four factors, including Risk Profile,
Good Corporate Governance, Earnings, and Capital.
A healthy bank can also reflect the success of the central
bank in implementing its monetary policy (I Wayan,
2013). The factors included in the assessment of the Risk-
Based Bank Rating (RBBR) in this study are:

— Risk Profile;

— Credit Risk.

Credit risk in this study is proxied by Non-Performing
Loan (NPL). Non-Performing Loan (NPL) is a credit
ratio that shows the number of loans experiencing
problems due to the debtor's failure to fulfill their
obligations to the bank. NPL is formulated as follows:

Total Bad Credit + Allowance for Impairment Losses

Gross NPL = Total Credit x 100%
Nett NPL = Total Bad Credit x 100%
€ " Total Credit 0
Table 1
NPL Assessment Criteria
Rank Category Criteria
1 Very Healthy NPL < 2%
2 Healthy 2% =< NPL < 5%
3 Fairy Healthy 5% < NPL < 8%
4 Less Healthy 8% < NPL < 12%
5 Not Healthy NPL = 12%

Souce: Circular Letter of Indonesia Central Bank No. 6/23/DPNP Year 2004.

Liguidity Risk

Liquidity risk in this study is proxied by Loan to Deposit Ratio (LDR). LDR is formulated as follows:
LDR = (Total Credit Given * 100%) / Total Third Party Funds
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Table 2
LDR Assessment Criteria
Rank Category Criteria
1 Very Healthy NPL < 75%
2 Healthy 75% = NPL < 85%
3 Fairy Healthy 85% = LDR < 100%
4 Less Healthy 100% = LDR = 120%
5 Not Healthy LDR = 120%

Source: Circular Letter of Indonesia Central Bank No. 6/23/DPNP Year 2004.

Good Corporate Governace (GCG)
The ranking criteria (GCG composite score) are as follows:

Table 3
Ranking Criteria (GCG Composite Score)
Rank Category
1 Very Good
2 Good
3 Average
4 Below Average
5 Poor

Source: Circular Letter of Indonesia Central Bank No. 15/15/DPNP Year 2013.

Earnings (Profitability)

Based on the Financial Services Authority Regulation (POJK) No. 6/POJK.03/2016, the efficiency level of a bank is
measured by the Operational Efficiency (BOPO) ratio and the Net Interest Margin (NIM) ratio or Net Operating Margin
(NOM) ratio. The rates used to measure earnings include NIM and BOPO. When the BOPO ratio and/or NIM ratio gets
lower, the incentive to decrease the calculation of core capital allocation would be more significant to help the bank
obtain an office network.

NIM = (Net Interest Income * 100%) / Average of Productive Asset
BOPO = (Operational Expenses X100%) / Operational Income
CAR = (Capital * 100%) / Risk Weighted Asset

Capital factor assessment is measured using the Capital Adequacy Ratio (CAR) as follows:

Table 4
Capital Adequacy Ratio (CAR)
Rank Category Criteria
1 Very Healthy CAR < 12%
2 Healthy 9% < CAR < 12%
3 Fairy Healthy 8% < CAR < 9%
4 Less Healthy 6% < CAR < 8%
5 Not Healthy LDR < 6%

Source: Circular letter of Indonesia Central Bank No. 6/23/DPNP Year 2004.

Research hypothesis
H.: The CAR ratio of RDBs in Sumatra, Java
(including Bali), Kalimantan, Sulawesi and Irian Jaya
(including Maluku and Nusa Tenggara) influences on
profit growth.
nH;: The NIM ratio of RDBs in Sumatra, Java
(including Bali), Kalimantan, Sulawesi and Irian Jaya
(including Maluku and Nusa Tenggara) influences on
profit growth.

H;: The BOPO ratio of RDBs in Sumatra, Java
(including Bali), Kalimantan, Sulawesi and Irian Jaya
(including Maluku and Nusa Tenggara) influence on
profit growth.

Hy: The LDR ratio of RDBs in Sumatra, Java
(including Bali), Kalimantan, Sulawesi and Irian Jaya

(including Maluku and Nusa Tenggara) influences on
profit growth.
HS: The NPL ratio of RDBs in Sumatra, Java
(including Bali), Kalimantan, Sulawesi and Irian Jaya
(including Maluku and Nusa Tenggara) influences on
profit growth.
n Hg: The GCG composite ranking of RDBs in Sumatra,
Java (including Bali), Kalimantan, Sulawesi and Irian
Jaya (including Maluku and Nusa Tenggara) influence on
profit growth.

Hy: nlalti()n influences RDBs profit growth in
Sumatra, Java (including Bali), Kalimantan, Sulawesi and
Irian Jaya (including Maluku and Nusa Tenggara).
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Hs: EnRillc influences on RDBs profit growth in
Sumatra, Java (including Bali), Kalimantan, Sulawesi and
Irian Jaya (including Maluku and Nusa Tenggara).

Research methodology

This study analyzes bank soundness level's influence
(RGEC ratio) on profit growth at Regional Development
Banks. The scope of this study covers 26 Regional
Development Banks registered in Indonesia Central Bank
(BI) throughout 2014-2019. The authors wuse a
quantitative approach. The data used in this work are
secondary, including financial ratios and GCG composite
values obtained from the 4th period of Quarterly
Publication Reports (end of the year) during the research
period and GCG Reports period II (end of the year)
during the research period and in the Annual Reports.

To analyze the data, the authors use descriptive
statistics. The form of the regression model used for
determining the Profit Growth is as follows:

Y =a+ BIX1 + P2X2+ B3X3 + PAX4 + BSXS + PEX6+
+ B5X7 + P6X8 +£

where:

Y  =Profit Growth;
a = Constant;

X1 =CAR;

X2 =NIM;

X3 =BOPO;

X4 =NPL;

X5 =LDR;

X6 =GCG Composite;
X7 = Inflation;
X8 =BI Rate;

€  =Residual error.
Multiple Regression Test
Table 5
BPD Multiple Regression Test for Sumatra Region

Coefficients®

Unstandardized Standardized

Model Coefficients Coefficients Collinearity Statistics

B Std. Error | Beta t Sig. Tolerance VIF

1 | (Constant) 2397 0.824 2911 0.006
CAR (X1) -0015 |0.012 -0.182 -1.216 0.231 0.703 1.422
NIM (X2) 0.038 0.030 0.183 1.249 0.219 0.731 1.369
BOPO (X3) -0032 | 0.008 -0.602 -3.877 0.000 0.653 1.531
NPL Gross | 0018 0.020 0.140 0.903 0372 0658 1.520
(X4
LDR (X5) 0004 ] 0.003 0.172 1.320 0.195 0928 1.077
GCG (X6) 0.001 0.033 0.005 0.035 0972 0.755 1.324
BI Rate (X7) 0016 ] 0.021 0.129 0.727 0472 0502 1.991
Inflasi (X8) -0.039 | 0.030 -0.220 -1.281 0.208 0533 1.877

a. Dependent Variable: Profit Growth (Y)

Y=a+ B|X| =+ Bng =+ B3X3 + B4X4+ Bsz + BﬁX(ﬂ' B7X7+ BHXH + e
Profit Growth = o + };CAR + -NIM + j;BOPO+ ByNPL + ;DR + GCG + [3,BI Rate + fgInflasi + e
Profit Growth =2,397- 0,015 (CAR) + 0,038 (NIM) -0,032 (BOPO) + 0018 (NPL) + 0,004 (LDR) +0 001 (GCG) +
+0.,016 (BI Rate) -0.039 (Inflasi) + e

Table 6
BPD Multiple Regression Test for Java Region (including Bali)
Coefficients®
Unstandardized Standardized
Coefficients Coefficients Collinearity Statistics
Model St
B Error Beta t Sig. Tolerance VIF
1 | (Constant) 0.001 1.424 0.001 1.000
CAR (X1) 0.041 0.024 0405 1.710 0.099 0.440 2.271
NIM (X2) -0.049 0.062 -0.133 -0.783 0.440 0.856 1.168
BOPO (X3) -0.008 0.012 -0.131 -0.682 0.501 0.671 1.491
NPL Gross | -0033 0.053 -0.135 -0.624 0.538 0.529 1.890
(X4)
LDR (X5) -0.003 0.007 -0.067 -0.392 0.698 0.851 1.175
GCG (X6) 0.161 0.074 0.381 2.180 0.038 0.809 1.236
BI Rate (X7) 0.055 0.039 0.292 1.397 0.174 0.568 1.761
Inflasi (X8) 0.007 0.059 0.027 0.128 0.899 0.543 1.843
a. Dependent Variable: Pertumbuhan Laba (Y)
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Y = o+ BiXy 4 BoXo + BaXs 4 uXy + PsXs + BeXt frXqt PXs + ey
Profit Growth = o + 3;CAR + .NIM + B;BOPO+ ByNPL + B;LDR + B¢GCG + ;B Rate + Bgnflasi + e
Profit Growth = 0,001 + 0,041 (CAR) - 0,049 (NIM) -0,008 (BOPO) - 0,033 (NPL) - 0,003 (LDR) +0.161 (GCG) +
+ 0,055 (BI Rate) 40,007 (Inflasi) + e

Table 7
BPD Multiple Regression Test for Kalimantan Region
Coefficients”
Unstandardized Standardized
Model Coefficients < Coeflicients Collinearity Statistics
B Error Beta t Sig. Tolerance VIF
1 | (Constant) 0423 1.537 0.276 0.787
CAR (X1) 0.007 0.019 0.107 0.367 0.719 0.548 1.826
NIM (X2) -0.039 0.085 -0.205 -0 460 0.652 0.233 4287
BOPO (X3) -0.010 0012 -0.316 0.778 0449 0.282 3.542
NPL Gross | -0017 0.029 -0.234 0593 0562 0.300 3336
(X4)
LDR (X5) 0.005 0.006 0.208 0.801 0436 0.689 1451
GCG (X6) 0074 0.058 0.294 1.271 0223 0.873 1.146
BI Rate (X7) 0.035 0.037 0.288 0.928 0.368 0.484 2067
Inflasi (X8) -0.037 0.052 -0.210 0.711 0488 0.538 1.860
a. Dependent Variable: Pirlumbuhim Laba (Y)
4

Y = o+ BiX; + BaXo + BaXs + BuXy + PsXs + BeXe+ B X+ PeXs + ey
Profit Growth = o + ;CAR + J:NIM + j;BOPO+ ByNPL + 3;LDR + f:GCG + [3;BI Rate + fgInflasi + e
Profit Growth= 0423 + 0007 (CAR) - 0,039 (NIM) -0010 (BOPO) - 0,017 (NPL) + 0,005 (LDR) +0074 (GCG) +
+0,035 (BI Rate) - 0,037 (Inflasi) + ¢

Table 8
BPD Multiple Regression Test for Sulawesi Region
Coefficients”
Unstandardized Standardized
Coefficients Coefficients Collinearity Statistics
Model St
B Error Beta t Sig. Tolerance VIF
1 | (Constant) 0.718 1.543 0465 0.649
CAR (X1) 0.005 0.014 0.118 0325 0.750 0321 3.118
NIM (X2) 0.101 0.047 0577 2.136 0.050 0577 1.733
BOPO (X3) -0.012 0.013 -0.340 -0.892 0.387 0.289 3458
NPL Gross | 0.021 0.096 0.058 0218 0.830 0592 1.689
(X4)
LDR (X5) -0.003 0.005 -0.136 -0.506 0.621 0578 1.729
GCG (X6) -0.031 0.059 -0.135 -0.527 0.606 0.645 1.549
BI Rate (X7) 0.005 0.037 0.043 0.146 0.886 0479 2089
Inflasi (X8) -0.061 0.050 -0.337 -1.219 0.242 0.552 1813
a. Dependent Variable: Pertumbuhan Laba (Y)

Y=o+ BiX, + BaXo + BaXa + BuXy + PsXs + BeXot BrXo+ BeXs + ey
Profit Growth = o + $;CAR + foNIM + izBOPO+ BuNPL + BsLDR + feGCG + 7Bl Rate + fsInflasi + e
Profit Growth = 0,718 + 0,005 (CAR) + 0,101 (NIM) — 0,012 (BOPO) + 0,021 (NPL) - 0,003 (LDR) - 0031 (GCG) +
+ 0,005 (BI Rate) -0,061 (Inflasi) +e
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Table 9
BPD Multiple Regression Test for Irian Jaya Region (including Maluku and Nusa Tenggara)
Coefficients"
Unstandardized Standardized Collinearity
Model Coefficients Coefficients Statistics
B Std. Emror Beta t Sig. | Tolerance VIF
1 | (Constant) -65.145 83.284 -0.782 | 0.446
CAR (X1) 1.542 1.756 0.503 0.878 | 0.394 | 0.145 6.880
NIM (X2) 0.145 4.449 0015 0.033 | 0.974 | 0.237 4216
BOPO (X3) -0.013 0.535 -0.008 -0.024 | 0.981 | 0.391 2.556
NPL Gross | 1.586 1.982 0.384 0.800 | 0.436 | 0.206 4.845
(X4)
LDR (X5) 0.318 0.433 0237 0.735 | 0.474 | 0.458 2.184
GCG (X6) 0.047 4.988 0.003 0.009 ] 0993|0438 2.284
BI Rate (X7) 5.056 2.931 0.604 1.725 | 0.105 | 0.388 2574
Inflasi (X8) -5.094 3.978 0418 -1.281 | 0.220 | 0.446 2.241

a. Dependent Variable: Pertumbuhan Laba (Y)

Y =a+ BiX; + BoXa + BaXs + BaXy + BsXs + PeXet PrXot BsXs + €5

Profit Growth = o + B;CAR + o2NIM + BsBOPO+ BuNPL + BsLDR + BeGCG + 7Bl Rate + BsInflasi + e
Profit Growth = -65,145 + 1 542 (CAR) + 0,145 (NIM) - 0013 (BOPO) + 1.586 (NPL) + 0,318 (LDR) +0.047 (GCG) +
+ 5056 (BI Rate) -5.094 (Inflasi) +e

Descriptive Statistical Analysis

Table 10
Descriptive Statistics for Sumatera Region
Kode Mean Median Max Min
Pertumbuhan Laba 007 006 1.14 (0.40)
CAR 19.10 19.11 2948 14.38
NIM 697 722 8.39 5.21
BOPO 79.17 80.60 84.96 66.48
NPL 301 296 7.10 0.33
LDR 94.13 94.13 125.19 71.36
GCG 238 200 3.00 1.00
BI Rate 403 324 8.36 272
Inflasi 5.88 550 7.75 4.25
Table 11
Descriptive Statistics for the Region of Java and Bali
Kode Mean Median Max Min
Pertumbuhan Laba 0.13 0.09 1.78 (0.50)
CAR 2097 20.34 20 88 14.34
NIM 6.56 6.78 7.87 3.31
BOPO 75.20 74.24 9099 64.89
NPL 2.79 272 7.96 0.35
LDR 88.40 90.51 102.75 63.34
GCG 206 2.00 3.00 1.00
BI Rate 403 324 8.36 2.72
Inflasi 5.88 550 7.75 4.25
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Table 12
Descriptive Statistics for Kalimantan Region

Kode Mean Median Max Min
Pertumbuhan Laba 0.02 006 0.55 (0.42)
CAR 2378 23.10 3162 18.06
NIM 7.33 730 941 4.95
BOPO 7545 73.07 H¥8.51 59.52
NPL 344 292 10.36 0.29
LDR 90.09 89.72 10653 69.43
GCG 242 200 3.00 2.00
BI Rate 403 324 8.36 2.72
Inflasi 5.88 550 7.75 4.25

Table 13

Descriptive Statistics for Sulawesi Region

Kode Mean Median Max Min
Pertumbuhan Laba 0.13 0.11 0.73 (0.50)
CAR 24.32 25.15 38.38 13.79
NIM 7.97 7.57 10.52 5.73
BOPO 74.33 73.15 87.35 60.13
NPL 1.43 1.36 2.90 0.42
LDR 102.00 102.23 120.44 69.43
GCG 242 2.00 3.00 1.00
BI Rate 4.03 3.24 8.36 2.72
Inflasi 5.88 5.50 7.75 4.25

Table 14

Descriptive Statistics for the Regions of Irian Jaya, Maluku and NTT

Kode Mean Median Max Min
Pertumbuhan Laba (3.40) 0.02 1.54 (81.87)
CAR 23.14 2222 3547 16.28
NIM 7.98 8.10 1044 2.18
BOPO 7847 75.71 106.54 65.79
NPL 3.89 2.33 1503 1.20
LDR 91.77 89.18 11528 7030
GCG 263 300 3.00 3.00
BI Rate 403 3.24 8.36 2.72
Inflasi 5.88 5.50 7.5 425

The Influence of CAR on Profit Growth

The CAR average value of RDB in the Sumatra
region from 2014 to 2019 was 18.85,20.60,1921,20 .48,
20.50, and 19.72, respectively. Bank Jambi in 2014
acquired 29.48 of CAR value and became the RDB with
the highest CAR value during this period. On the other
hand, Bank Sumut had the smallest CAR wvalue in the
region with a percentage of 14.38 in the same year. The
results of the descriptive analysis of the CAR variable
showed an average value (mean) of 19.10. The median
was 19.11. The maximum value was 2948, and the
minimum value was 14.38.

In another part of the country, the CAR average
values of RDB in Java (including Bali) were 1798 in
2014, 20.25 in 2015, 22.40 in 2016, 22.10 in 2017, 21.38
in 2018, and 21.70 in 2019. In 2017, Bank DKI became
the RDB with the highest CAR value with a percentage
of 29.88. Meanwhile, the smallest CAR value was
obtained by Bank Jateng in 2014 with a percentage of

1434, The descriptive analysis results of the CAR
variable showed an average value (mean) of 20.97. The
median value was 20.34. In addition, the maximum value
1s 29.88 and, the minimum value s 14.34,

In Kalimantan, the CAR average value of RDB
Kalimantan was 21.89 in 2014, 23.68 in 2015, and 23.71
in 2016, 24.48 in 2017, 2506 in 2018, and 23 .85 in 2019.
Bank Kalteng got the highest CAR value in 2017 with a
percentage of 31.62. In contrast, Bank Kaltim hit the
lowest point of its CAR value in 2014 with a percentage
of 18.06. The descriptive analysis result displayed an
average value (mean) of 23.78, and the median value
(median) was 23.10. Then, the maximum value is 31.62,
while the minimum value is 18.06.

Furthermore, the CAR average values of RDB in
Sulawesi from 2014-2019 were 25.58, 25.37, 24.44,
2397, 23.76, and 22.79, respectively. In 2014, Bank
Sulselbar obtained the highest CAR value with a
percentage of 38.38 while Bank Sulutgo had the smallest
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CAR value with a percentage of 13.79 in the same year.
The descriptive analysis of the CAR variable indicated an
average value (mean) of 24.32, the median value of
25.15. the maximum value is 38.38 and the minimum
value is 13.79.

The CAR average values of RDB in the Irian Jaya
region (including Maluku and Nusa Tenggara) during the
six years were 17.54, 2287, 22.89, 23.55, 2599, and
25.99. Bank NTB Syariah obtained the best CAR value
with a percentage of 3547. However, Bank Papua had
only a percentage of 16.28 and became a bank with the
smallest CAR value in the region. The results of the
descriptive analysis of the CAR wvariable showed an
average value (mean) of 23.14. The median was 22.22.
The maximum value is 3547 whereas the minimum value
of 16.28.

Based on the test results, the Sig. value was > 5%. In
other words, the CAR did not influence the profit growth.
Consequently, this study rejected the hypothesis (HI).
Therefore, the writer concluded that CAR does not affect
the profit growth of RDB in Sumatra, Java (including
Bali), Kalimantan, Sulawesi, and Irian Jaya (including
Maluku and Nusa Tenggara).

The Influence of NIM on Profit Growth

The NIM average value of RDB in Sumatra during
2014-2019 was 7.54 in 2014, 6.84 in 2015, 7.12 in 2016,
6.461in 2017,7.11 in 2018, and 5.85 in 2019. During this
period, Bank Bengkulu acquired the highest NIM value in
2014 at a percentage of 29.48. Bank Lampung, on the
other hand, managed to only gain a percentage of 521 in
2019 as the smallest NIM value. The descriptive analysis
of the NIM variable showed an average value (mean) was
6.97, the median was 7.22, the maximum value was 8.39
and the minimum value was 5.21.

In Java and Bali, The NIM average value of RDB was
6.63 in 2014, 647 in 2015, 695 in 2016, 6.50 in 2017, 6.58
in 2018, and 623 in 2019. During this period, DIY Bank
acquired the highest NIM value in 2014 with a percentage of
7.87. For the smallest NIM value, Bank Jatim hit the lowest
bottom with a percentage of 3.31. The descriptive analysis
of the NIM variable showed an average value (mean) was
6.56, the median was 6.78, the maximum wvalue was 7.87
and the minimum value was 3.31.

Next, the NIM average value of RDB was 7.34 in 2014,
745 in 2015, 8.17 in 2016, 7.72 in 2017, 6.78 in 2018, and
6.52 in 2019 in Kalimantan. From the 2014-2019 period,
Bank Kalteng acquired the highest NIM value in the first
year with a percentage of 9.41. Meanwhile, Bank Kaltimtara
gained the smallest NIM value with a percentage of 4.95 in
the same year. The descriptive analysis of the NIM variable
showed an average value (mean) was 7.33, the median was
7.30, the maximum value was 941, and the minimum value
was 4.95.

Furthermore, the NIM average value of RDB was
18.85 in 2014, 20.60 in 2015, 1921 in 2016, 2048 in
2017, 20.50 in 2018, and 19.72 in 2019 in Sulawesi.
Bank Sulselbar was head and shoulder above the rest with
a percentage of 10.52 in 2014. Four years later, Bank
Sulteng acquired a percentage of 5.73, and it happened to
be the smallest NIM value in Sulawesi. The descriptive

analysis of the NIM variable showed an average value
(mean) was 7.97, the median was 7.57, the maximum
value was 10.52, and the minimum value was 5.73.

Finally, in Irian Jaya, Maluku and Nusa Tenggara,
The NIM average value was 9.24, 8.46, 8.21, 7.83, 7.69,
and 6.46 from 2014 to 2019. The highest NIM value was
recorded by Bank Maluku in 2014 with a percentage of
1044, In contrast, Bank NTB Syariah hit the rock bottom
in 2019 with a percentage of 2.18. The descriptive
analysis of the NIM variable showed an average value
(mean) was 10.52, the median was 8.10, the maximum
value was 1044, and the minimum value was 2.18.

The test indicated that Sig. value was > 5%. In other
words, test results showed that NIM did not influence
profit growth. Thus, the hypothesis (H2) was rejected.
Therefore, based on the result of the study, NIM does not
affect the profit growth of RDB in Sumatra, Java
(including Bali), Kalimantan, Sulawesi, and Irian Jaya
(including Maluku and Nusa Tenggara).

The Influence of BOPO on Profit Growth

The BOPO average value of RDB in Sumatra was
7543 in 2014, 7833 in 2015, 7806 in 2016, 77.74 in
2017, 80.02 in 2018, and 79.73 in 2019. Bank Bengkulu
acquired the highest BOPO wvalue in 2018 with a
percentage of 84.96. On the other hand, Bank Jambi
obtained the smallest BOPO wvalue in 2017 with a
percentage of 66.48. The descriptive analysis of the
BOPO variable indicated that the average value (mean)
was 79.17, the median was 80.60, the maximum value
was 84.96, and the minimum value was 6648,

In Java and Bali, the BOPO average value was 75.80
in 2014, 78.00 in 2015, 74.02 in 2016, 73.93 in 2017,
7436 in 2018, and 75.09 in 2019. Bank DKI recorded the
highest BOPO value in 2015 with a percentage of 90.99.
Meanwhile, Bank Bali recorded the smallest BOPO value
with a percentage of 64.89 in the previous year. The
descriptive analysis of the BOPO variable displayed that
the average value (mean) was 7520, the median was
7424, the maximum value was 9099, and the minimum
value was 64.89.

Then, the BOPO average value in RDB in Kalimantan
was 72.10 in 2014, 7441 in 2015,73.94 in 2016, 76.26 in
2017, 75.88 in 2018, and 80.15 in 2019. Bank Kaltimtara
successfully acquired the highest BOPO value in 2019
with a percentage of 88.51. However, Bank Kalteng
earned the smallest BOPO value with a percentage of
59.52 in 2015. The descriptive analysis of the BOPO
variable indicated that the average value was 7545, the
median was 73.07, the maximum value was 88.51, and
the minimum value was 59.52.

Next, in Sulawesi, the BOPO average value from
2014 to 2019 was 71.56, 7480, 73.26, 76.39, 74.54, and
7547, respectively. Bank Sulutgo hit the highest BOPO
value in 2015 with a percentage of 87.35 while Bank
Sulselbar gained the smallest BOPO value a year later
with a percentage of 60.13. The descriptive analysis of
the BOPO variable showed that the average value (mean)
was 74.33, the median was 73.15, the maximum value
was 87.35 and the minimum value was 60.13.
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In Irian Jaya, Maluku and Nusa Tenggara, the BOPO
average value was 81.39 in 2014, 71.92 in 2015, 80.64 in
2016, 77.88 in 2017, 80.96 in 2018, and 78.05 in 2019.
Bank Papua had the highest BOPO value in 2016 with a
percentage of 106.54. Dissimilarly, Bank NTB Syariah
got the smallest BOPO value with a percentage of 65.79
two years earlier. The descriptive analysis of the BOPO
variable showed that the average value (mean) was 7847,
the median was 75.71, the maximum value was 106.54,
and the minimum value was 65.79.

The results above showed that the Sig. value was > 5%,
meaning that BOPO did not affect the profit growth. Thus,
the first hypothesis (H1) was rejected. In conclusion, BOPO
did not affect the profit growth of RDB in Java (including
Bali), Kalimantan, Sulawesi, and Irian Jaya (including
Maluku and Nusa Tenggara). BOPO only influenced the
RDB profit growth in the Sumatra region.

The Influence of NPL onProfit Growth

The NPL average value of RDB in Sumatra was 2.80 in
2014,2481in2015,2.68 in 2016,2.62 in 2017,2.29 in 2018,
and 2.35 in 2019. Bank Sumsel Babel got the highest NPL
value in 201 with a percentage of 7.10. The smallest NPL
during this period was reported by Bank Bengkulu in 2016
with a percentage of 0.33. T descriptive analysis of the NPL
variable revealed that the average value (mean) was 3.01, the
median was 2.96, the maximum value was 7.10, and the
minimum value was 0.33.

In Java (including Bali), the NPL average value was
1.98 in 2014, 3.01 in 2015, 3.02 in 2016, 3.22 in 2017,
2.94 in 2018, and 2.58 in 2019. The highest NPL value
was achieved by Bank DKI in 2015 with a percentage of
7.96, while Bank Bali reported the smallest NPL value in
2014 with a percentage of 0.35. The descriptive analysis
of the NPL variable showed that the average value
(mean) was 2.79, the median was 2.72, the maximum
value was 7.96, and the minimum value was 0.35.

In Kalimantan, The NPL average value was 3.97,
3.93, 345, 362, 2.65, and 305 from 2014 to 2019,
respectively. Bank Kaltimtara recorded the highest NPL
value in 2014 with a percentage of 10.36. On the other
hand, Bank Kalteng registered the smallest NPL value in
2019 with a percentage of 0.29. The descriptive analysis
of the NPL variable showed that the average value
(mean) was 344, the median was 292, the maximum
value was 10.36, and the minimum value was 0.29.

Furthermore, the NPL average value of RDB in this
region was 1.61 in 2014, 153 in 2015, 1.26 in 2016, 1 .28
in 2017, 1.49 in 2018, and 142 in 2019. The highest NPL
value was recorded by Bank Sultra in 2015 with a
percentage of 2.90, while the smallest NPL value was
noted by Bank Sulselbar in 2016 with a percentage of
0.42. The descriptive analysis of the NPL variable
showed that the average value (mean) was 1.43, the
median was 1.36, the maximum value was 2.90, and the
minimum value was 0.42.

Last but not least, the NPL average value of RDB in
Irian Jaya, Maluku, and Nusa Tenggara) was 3.18 in 2014,
3.91in2015,5.131n 2016,5.22 in 2017, 3.27 in 2018, and
2.62 in 2019. Bank Papua eamed the highest NPL value in
2016 with a percentage of 15.03. However, Bank NTB

Syariah recorded the smallest NPL value with a percentage
of 1.20 in the same year. The descriptive analysis of the
NPL variable explicated that the average value (mean) was
3.89, the median was 2.33, the maximum value was 1503,
and the minimum value was 1.20.

The results confirmed that the Sig. value was > 5%
indicating NPL did not affect profit growth. Therefore,
the first hypothesis (H4) was rejected. In other words, the
NPL provided no effect on RDB profit growth in
Sumatra, Java (including Bali), Kalimantan, Sulawesi,
and Irian Jaya (including Maluku and Nusa Tenggara).

The Influenceof LDR on Profit Growth

In Sumatra, the LDR average of RDB was 93.80 in
2014, 96.31 in 2015, 98.54 in 2016, 88.72 in 2017, 9242
in 2018, and ¥9.27 in 2019. Bank Riau recorded the
highest LDR value in 2016 with a percentage of 125.19.
On the other hand, Bank Sumsel Babel reported the
smallest LDR value in 2018 with a percentage of 71.36. T
descriptive analysis of the LDR variable indicated that
the average value (mean) was 94.13, the median was
94.13, the maximum value was 125.19, and the minimum
value was 71.36.

In Java and Bali, the LDR average value was 89.60 in
2014, 88.51 in 2015, 90.54 in 2016, 84.26 in 2017, 88.04 in
2018, and 8943 in 2019. Bank Bali held the highest LDR
value in 2016 with a percentage of 102.75, whereas Bank
Jatim reported the smallest LDR value with a percentage of
63.34 two years earlier. The descriptive analysis of the LDR
variable displayed that the average value (mean) was 88.40,
the median was 90.51, the maximum value was 102.76, and
the minimum value was 63.34.

In Kalimantan, the LDR average value was 84.22 in
2014, 98.28 in 2015, 9851 in 2016, 91.98 in 2017, 8253
in 2018, and 85.05 in 2019. Bank Kalsel recorded the
highest LDR value in 2016 with a percentage of 106.53.
In 2019, Bank Kaltimtara reported the smallest LDR
value with a percentage of 69.43. The descriptive analysis
of the LDR variable demonstrated that the average value
(mean) was 9009, the median was 8972, the maximum
value was 106.53, and the minimum value was 69.43.

In Sulawesi, the LDR average value of RDB was
107.75 in 2014, 98.96 in 2015, 100.92 in 2016, 10.76 in
2017, 104.60 in 2018, and 96.01 in 2019. Bank Sulteng
acquired the highest LDR value in 2014 with a
percentage of 120.44, and Bank Sulteng got the smallest
LDR value in 2019 with a percentage of 69.43. The
descriptive analysis of the LDR variable showed that the
average value (mean) was 102.00, the median was
10223, the maximum value was 12044, and the
minimum value was 69.43,

In Irian Jaya (including Maluku and Nusa Tenggara,
the LDR average LDR value was 89.96 in 2014, 89.82 in
2015, 94.54 in 2016, 89.57 in 2017, 97.11 in 2018, and
89.85 in 2019. Bank NTT recorded the highest LDR
value in 2018 and 2019 with a percentage of 115.28.
Meanwhile, the smallest LDR value was reported by
Bank Papua in 2019 with a percentage of 70.30. The
descriptive analysis of the LDR variable indicated that
the average value (mean) was 9177, the median was
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89.18, the maximum value was 115.28, and the minimum
value was 70.30.

The results revealed the Sig. value was <5%
indicating that LDR did not affect profit growth. Thus,
the first hypothesis (H5) was rejected. It can be
concluded that LDRnJ not influence the profit growth of
RDB in Sumatra, Java (including Bali), Kalimantan,
Sulawesi, and Irian Jaya (including Maluku and Nusa
Tenggara).

The Influence of GCG on Profit Growth

In Sumatra, the average value of the GCG composite
ranking of RDB was 2.50 in 2014, 2.38 in 2015, 2.50 in
2016, 2.50 in 2017, 2.38 in 2018, and 2.00 in 2019. The
highest value of GCG composite ranking was 1 (one),
and Bank Bengkulu achieved it in 2019. On the other
hand, the lowest GCG rank during this period was 3
(good enough) and was obtained by several RDBs, such
as Bank Aceh in 2016-2018, Bank Sumut 2014, Bank
Nagari 2014-2017, Bank Riau 2014-2018, Bank Sumsel
Babel 2015, Bank Lampung 2014. The descriptive
analysis of the GCG variable showed that the average
value of the GCG composite ranking (mean) was 2.38,
the median was 2, the maximum value was 3, and the
minimum value was 1.

In Java and Bali, the average value of the GCG
composite ranking was 2.17 in 2014, 2.17 in 2015, 2.00 in
2016, 2.00 in 2017, 2.00 in 2018, and 2.00 in 2019. The
highest composite value was 1 (one), and DIY Bank
achieved it m 2016. On the other hand, the lowest rank was
3 (three) acquired by Bank DKI in 2016 and Bank Jateng
in 2014 and 2015. The descriptive analysis of the GCG
variable indicated that the average value of composite
ranking (mean) was 2.06, the median was 2, the maximum
value was 3, and the minimum value was 1.

In Kalimantan, the average value of GCG composite
ranking was 2.75 in 2014, 2.75 in 2015, 2.50 in 2016,
2.251n 2017, 2.25 in 2018, and 2.00 in 2019. The highest
composite value was 2 (two), and several banks achieved
it including Bank Kalsel in 2015-2017 and 2019, Bank
Kalbar in 2017-2019, Bank Kaltimtara in 2014 and 2018-
2019, and Bank Kalteng in 2016-2019. The lowest
composite value was 3 (three), and banks such as Bank
Kalsel in 2014 and 2018, Bank Kalbar in 2014-2016,
Bank Kaltimtara 2015-2017, Bank Kalteng in 2014 and
2015 were in that rank during 2014-2019. The descriptive
analysis of the GCG variable displayed that the average
value of composite ranking (mean) was 2.42, the median
was 2, the maximum value was 3, and the minimum
value was 2.

In Sulawesi, the average value of GCG composite
ranking was 2.75 in 2014, 2.75 in 2015, 2.50 in 2016,
2.251in 2017,2.25 in 2018, and 2.00 in 2019. The highest
composite value was 1 (one), and Bank Sultra achieved it
in 2019. The lowest GCG composite value was 3 (three).
Bank Sulselbar in 2014-2016, Bank Sulutgo in 2014 and
2015, and Bank Sulteng 2014-2019 were among those
obtaining the lowest GCG composite value. The
descriptive analysis of the GCG variable stated that the

average value of composite ranking (mean) was 242, the
median was 2, the maximum value was 3, and the
minimum value was 1.

In Irian Jaya, Maluku and Nusa Tenggara, the average
value of GCG was 2.75 in 2014, 2.50 in 2014, in 2015,
and 2.75 in 2016, 2.75 in 2017, 2.50 in 2018, and 2.50 in
2019. The highest GCG composite value was 2 (two).
Several banks achieved the highest rank, including Bank
NTB Syariah in 2015-2019 and Bank Papua in 2014-
2015 and 2018-2019. On the other hand, Bank NTT in
2014-2019, Bank Maluku in 2014-2019, Bank Papua in
2016-2017, and Bank NTB Syariah in 2014 were in the
lowest rank with three as GCG composite value. The
descriptive analysis of the GCG variable described that
the average composite ranking (mean) was 2.63, the
median was 3, the maximum value was 3, and the
minimum value was 2.

The results displayed that Sig. value was > 5%
indicating that the GCG composite ranking did not affect
profit growth. Thus, the first hypothesis (H6) was
rejected. Therefore, the GCG d not affect the profit
growth of RDB in Sumatra, Java (including Bali),
Kalimantan, Sulawesi, and Irian Jaya (including Maluku
and Nusa Tenggara).

The Influence of BI Rate on the Profit Growth

From 2014 to 2019, the highest Bl rate was 8.36% in
2014, and the lowest BI rate was 2.72% in 2019. The
results of the tests conducted in Sumatra and other
regions discovered that Sig. value was <5%. They
indicated that the BI rate did not affect profit growth.
Thus, the first hypothesis (H7) was rejected. It can be
concluded that the BI c did not affect the profit growth
of RDB in Sumatra, Java (including Bali), Kalimantan,
Sulawesi, and Irian Jaya (including Maluku and Nusa
Tenggara).

The Influence of Inflation on the Profit Growth

The results of the tests conducted in Sumatra and 4
(four) other regions found that the Sig. value was < 5%
inferring that that inflation did not affect profit growth.
Therefore, the first hypothesis (H8) was rejected. In other
word, the inﬂelti()nnd not affect the profit growth of
RDB in Sumatra, Java (including Bali), Kalimantan,
Sulawesi, and Irian Jaya (including Maluku and Nusa
Tenggara).

1

Conclusions. The results of this study showedgat the
components of bank soundness (Capital Adequacy Ratio
(CAR), Net Interest Margin (NIM), Non-Performing
Loans (NPL), Loan to Deposit Ratio (LDR), Good
Corporate Govemance (GCG)), inflation and the BI Rate
do not affect the profit growth of regional development
banks. However, such a variable as the Operational
Efficiency (known in Indonesia as BOPO) has negligible
effect on the profit growth of regional development banks
in Sumatra. For other analyzed regions, such effect is not
observed.
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