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ABSTRACT 

There are several approaches that can be used to explain the relationship between input and output from financial institutions, namely the 

production approach and the intermediation approach. Technical efficiency reflects the ability of the company to produce output with a 

number of available inputs. Whereas allocative efficiency reflects the company's ability to optimize the use of its inputs, with its price 

structure and production technology. These two measures are then combined into economic efficiency (economic efficiency). This research 

was conducted at eighteen banks included in the BUKU II Go Public Bank group in Indonesia. The study was conducted using secondary 

data from January 2014 to December 2018. To analyze the factors that influence the efficiency of intermediation and production approach, 

it is processed using Panel Data Regression analysis. The results of the research that have been carried out show that a significant factor 

affecting efficiency based on the intermediation approach is the number of variations in electronic banking and the number of Automatic 

Teller Machine. The significant factors affecting efficiency based on the production approach are total assets, the score of good corporate 

governance, the number of Automatic Teller Machine and the number of management 
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I. INTRODUCTION 

 

A. Background of Study 

The development of regional and global dynamics, and 
to support Indonesia's economic growth in an optimal and 
sustainable manner, it is necessary to increase the resilience, 
competitiveness and efficiency of the national banking 
industry. This condition is considered by Bank Indonesia by 
issuing Bank Indonesia Regulation No.14 / 26 / PBI / 2012 
concerning Business Activities and Office Networks Based 
on Bank Core Capital. Article 1 paragraph 4 states that 
Commercial Banks are based on Business Activities, 
hereinafter referred to as BUKU, are groups of Banks based 
on Business Activities that are adjusted to their core capital. 
In Article 3 of the provision, bank groupings in Indonesia 
are regulated based on core capital, where BUKU II bank 
groups are Banks with a Core Capital of at least 
Rp1,000,000,000,000.00 (one trillion Rupiahs) up to less 
than Rp5,000,000,000,000.00 (five trillion Rupiah). 

Assets at the BUKU II Go Public bank from 2015 to 
2018 continued to show positive growth. In 2016, BUKU 
II Go Public bank assets grew by 11.67%, in 2017 and 
2018, they grew by 9.35% and 6.62%. As for lending 
provided by the BUKU II Go Public bank during 2015 to 
2018 showed growth. In 2016 the credit provided by the 
BUKU II Go Public bank was able to grow by 8.13%, and 
in 2017 it experienced a decline with loans being able to 
grow only 1.09%. In 2018, the BUKU II Go Public bank 

was able to increase the growth of lending to 8.81%. Positive 
growth also occurred in the collection of third-party funds 
made by BUKU II Go Public banks during the period 2015 
to 2018. In 2016 third party fund raising grew by 9.60%, 
then in 2017 the growth of third party funds fell to 7 , 20%. 
In 2018 the growth of third party funds will decrease to 
2.64%. 

The impact of loans and third-party funds raised is 
related to the amount of income and costs to the bank. In 
BUKU II Go Public banks, average operating income from 
2015 to 2018 grew by 7.97% and operating costs only grew 
by 6.40%. Furthermore, for the development of assets, loans 
and third party funds that occur at the BUKU II Go Public 
bank, operating income and operating expenses at the 
BUKU II Go Public bank have growth that is not in line with 
the development of loans and third party funds in a certain 
time period. In 2017, BUKU II Go Public Bank, third party 
fund raising was able to grow by 7.20%, but operating 
expenses that occurred in 2017 showed a decrease of -2.30%. 
Likewise, lending in 2017 was still able to grow by 1.09%, 
but operating income decreased by -0.29%. In 2018 there 
was also a condition where third-party fund raising grew by 
only 2.64%, but operating expenses in BUKU II banks grew 
by 6.56%. 

The developments that took place at the BUKU II Go 
Public bank require a more in-depth analysis of how 
operational management affected the revenues and 
operating costs of the positions of 2014 to 2018 from each 
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of the banks in the BUKU II bank group. The diversity of 
performance results occurring at banks in the BUKU II 
group cannot be separated from the results of the business 
and operational processes carried out by each bank. In 
running a business and its operations, banks are required to 
be able to run it efficiently. Efficiency carried out by banks 
will be able to provide maximum profit or profit. Profits or 
profits owned will then provide added value for banks, 
especially for shareholders including the increase in share 
prices. 

For this reason, it is necessary to analyze the internal and 
external factors that influence it. This phenomenon 
encourages this research to be conducted to analyze the 
efficiency and factors that influence the efficiency of 
intermediation and production in bank groups in BUKU II 
Go Public from the perspective of practical banking 
applications and practices that will create and guarantee the 
sustainability of banking in Indonesia. 

 
B. Objective and Potential Contributions 

Until June 2019, there are 59 banks in BUKU 2 bank 
categories. Based on data obtained from the Indonesia Stock 
Exchange, there are eighteen banks in BUKU 2 classified as 
of them public companies or go public with variable core 
capital of Rp.1 trillion to under of Rp.5 trillion. To conduct 
an analysis of determinant factor in efficiency 
intermediation and production approach analysis in BUKU 
2 bank group, especially for BUKU 2 banks that already go 
public. The following is a summary of the financial ratios 
for the eighteen banks as in table 1 below: 

TABLE I.  SUMMARY OF 2018 FINANCIAL RATIOS OF EIGHTEEN BUKU 

2 BANKS GO PUBLIC 

 
No Bank Name CAR 

(%) 

NPL 

Gross 

(%) 

ROA 

(%) 

ROE 

(%) 

BOPO 

(%) 

LDR 

(%) 

1 Bank of India 39.46 4.9 0.24 0.94 3.84 97.65 

2 Bank MNC 16.27 5.72 0.74 5.43 4.1 93.51 

3 Bank Ganesha 31.85 4.25 0.16 0.51 5.39 97.57 

4 Bank Maspion 21.28 2.14 1.54 6.35 4.75 87.25 

5 Bank Ina Perdana 55.03 2.43 0.5 0.97 4.55 93.06 

6 Bank Capital 18.66 2.95 0.9 8.46 4.2 92.11 

7 Bank National 

Nobu 
23.27 0.97 0.42 3.39 4.62 94.77 

8 Bank Jtrust 14.03 4.26 -2.25 -29.13 2.28 116.32 

9 Bank Bumi Artha 25.52 1.51 1.77 6.81 4.45 81.43 

10 Bank Victoria 16.73 3.48 0.33 3.41 1.82 100.24 

11 Bank Mestika 

Dharma 
34.58 2.33 2.96 9.01 6.41 68.09 

12 Bank BRI Agro 28.34 2.86 1.54 5.8 3.5 82.99 

13 Bank QNB 26.5 2.49 0.12 0.42 1.73 99.43 

14 Bank Artha Graha 19.8 5.99 0.27 1.43 5.39 97.12 

15 Bank Woori 23.04 1.72 2.59 13.01 5.04 70.39 

16 Bank Sinarmas 17.6 4.74 0.25 1.12 7.61 97.62 

17 Bank BTPN 

Syariah 
40.92 1.39 12.37 30.82 32.42 62.36 

18  Bank BRI Syariah  29.72  6.73  0.43  2.49  5.36  95.32 

 

(Source: Indonesian Banking Statistics - Financial Services Authority) [4] 

 

The ratio of financial performance at BUKU II Go Public 
banks has a fairly diverse distribution, as presented in Table 
1. For the capital adequacy ratio represented by CAR which 
measures the average minimum supply obligation of 

26.81%, with the highest CAR held by Bank Ina Perdana 
amounting to 55.03%. The best credit or financing quality 
management ratio, whose valuation is represented by NPLs or 
NPFs, in BUKU II banks averaged 3.38%, with the lowest 
NPLs or NPFs owned by Nationalnobu Bank of 0.97%. The 
bank performance measure for obtaining profit or profitability 
whose valuation is represented by ROA, ROE and NIM or NI, 
the average BUKU II bank is 1.38%, 3.96% and 5.97%, 
respectively. The highest ROA, ROE and NIM or NI ratios 
are owned by BTPN Syariah Bank, which are 12.37% and 
30.82% and 32.42%, respectively. For financial ratios that 
measure the ability of banks to manage operational costs and 
operating income, the measurement of which is represented 
by BOPO, the average BUKU II bank is 90.40%, with the 
lowest value owned by BTPN Syariah Bank. Assessment of 
the banking intermediation ratio in terms of third party fund 
raising and lending or financing, the measurement of which is 
represented by the LDR or FDR, the average BUKU II bank 
is 85.15%, with the highest value held by Woori Bank. 

Efficiency is an effort that needs to be done by banks in 
carrying out their activities. The more efficient a bank is, the 
more profitable it is expected to increase. In banks, if the 
profits are increased, they will be able to increase added 
value for the bank and can be used as additional capital to 
support increased lending or financing. For customers, 
efficiency in the banking system will have an impact on the 
low interest rate or margin charged so that more people will 
get credit or financing facilities. 

The developments that took place at the BUKU II Go 
Public bank as stated, demanded that banks in general, and 
especially banks at BUKU II, were required to be able to 
manage existing inputs to produce maximum output and 
optimize existing inputs for the output produced. This then 
raises some questions relating to how to manage efficiency, 
namely what factors affect efficiency, on banks in the 
BUKU II Go Public group? 

The research objective is to analyse including the factors 
that influence the efficiency of intermediation and 
production which are significant in generating revenue 
optimization so that it can support the sustainability of 
earnings. The specific purpose of the study is analysing the 
factors that affect efficiency in banks in the BUKU II group 
Go Public in Indonesia is getting better. 

 
I.  MATERIALS AND METHODS 

According to Farrell (1957), the efficiency of a company 
consists of two components, namely technical efficiency and 
allocative efficiency. Technical efficiency reflects the ability 
of the company to produce output with a number of available 
inputs. Whereas allocative efficiency reflects the company's 
ability to optimize the use of its inputs, with its price 
structure and production technology. These two measures 
are then combined into economic efficiency (economic 
efficiency). A company can be said to be economically 
efficient if the company can minimize production costs to 
produce certain outputs with a level of technology that is 
generally used and prevailing market prices [3]. 

Hadad et.al. (2003), there are several approaches that can 
be used to explain the relationship of input and output of 
financial institutions, namely the production approach, 
intermediary approach, and asset approach [5]. This 
intermediary approach sees financial institutions as 
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intermediaries. These financial institutions change and 
transfer financial assets, from excess funds to units that are 
underfunded. Output in this approach is to measure through 
credit loans and financial investments, whilst institutional 
inputs are labor and capital costs and interest payments on 
deposits. Basically the intermediary approach is 
complementary to the production approach. The 
intermediary approach describes banking activities as 
transforming money borrowed from depositors into money 
lent to debtors. 

In accordance with the objectives of the study, an 
analysis of internal and external factors that affect the 
efficiency scale of the eighteen banks in the BUKU II Go 
Public Bank group for the period 2014-2018. This is done to 
find out what internal and external factors influence it. 
Internal factors used in this study are divided into two, 
namely financial and non-financial aspects, consisting of: 

1. Internal factors, financial aspects, namely: 
a. Total amount of assets owned 
b. Non Performing Loan or Non Performing Financing 

Ratio or non-performing loan or financing ratio 
c. Capital Adequacy Ratio or minimum capital 

adequacy ratio 
d. Loan to Deposit Ratio or the ratio of loans or 

financing disbursed compared to third party funds 
that have been collected 

e. Ratio of Net Interest Margin or Net Rewards or the 
ratio between interest income or margin or profit 
sharing to average earning assets 

2. Internal factors, non-financial aspects, namely: 
a. Value of Good Corporate Governance, namely the 

value of the results of the implementation of good 
corporate governance self assessment conducted 

b. Number of types or variations of electronic banking 
owned 

c. Total office network, including head office, regional 
offices, branch offices, sub-branch offices and cash 
offices 

d. Number of Automated Teller Machines or ATMs 
owned 

e. Number of employees including permanent 
employees and contract employees 

f. The number of management includes 
commissioners and directors 

3. External factors, namely: 
a. Growth in money supply 
b. Inflation rate ratio 
c. Exchange rate growth 
d. Economic growth 

 
The statistical technique used in relationship analysis is 

panel data analysis. According to Widarjono (2007) the use 
of panel data in an observation has several advantages. First, 
the panel data which is a combination of two time series data 
and a cross section is able to provide more data so that it will 
produce a greater degree of freedom. Second, combining 
information from time series data and cross sections can 
overcome problems that arise when there are omitted-
variable problems [8]. 

To find out internal and external factors that influence 
the efficiency scale, panel data regression analysis is used. 
Panel data regression analysis was chosen because it is in 
accordance with the objectives and characteristics of the data 
held. Panel data regression is a combination of cross section 

data and time series data, where the same cross section units 
are measured at different times. So in other words, panel data 
is data from some of the same individuals that were observed 
in a certain period of time. If we have a time period T (t = 1,2, 
..., T) and N the number of individuals (i = 1,2, ..., N), then 
with panel data we will have a total observation unit of NT. 
The results of the panel data regression analysis are divided 
into two parts, namely for the efficiency of the intermediary 
approach and the efficiency of the production approach. 

Panel data regression model for analyzing the effect of 
internal and external factors on the efficiency values as 
follows: 

EFFit = α + b1M1it + b2INFit + b3KURSit + 
b4PERT_EKOit + b5ASETit + b6NPLit + b7CARit + 
b8LDRit + b9NIMit + b10GCGit + b11EBGit + b12KTRit 
+ b13ATMit + b14PGWit + b15PRSit + eit 

Where: 

EFFit : Efficiency value for a certain period 
M1it : Percentage of growth in the money supply 
INFit : Percentage of inflation for a certain period 
KURSit : The percentage change in the exchange rate of 

the rupiah against the US Dollar for a certain 
period 

PERT_EKOit : Percentage of Indonesia's economic 
growth in a certain period 

ASETit : BUKU II Go Public bank total assets for a certain 
period 

NPL it : Percentage of NPL or NPF of BUKU II banks Go 
Public for a certain period 

CARit : CAR percentage of BUKU II banks Go Public in 
a certain period 

LDRit : Percentage of LDR or FDR of BUKU II banks 
Go Public for a certain period 

NIMit : Percentage of NIM or NI of BUKU II banks Go 
Public for a certain period 

GCGit : Bank Soundness - Good Corporate Governance 
for a certain period 

EBGit : Number of types of electronic banking owned by 
BUKU II Go Public banks for a certain period of 
time 

KTRit : Number of office networks owned by BUKU II 
banks going public for a certain period of time 

ATMit : Number of Self-Owned ATM Machines by 
BUKU II Go Public banks for a certain period of 
time 

PGWit : Number of BUKU II Go Public bank employees 
for a certain period of time 

PRSit : Number of bank management from BUKU II Go 
Public banks for a certain period of time 

α : Konstanta 
b (1…17) : Regression coefficient of each independent 

variable 
e : Error term 
t : Time 
i : Bank BUKU II Go Public 
 

This research was conducted in June to December 2019 
of eighteen banks in BUKU 2 categories in Indonesia that 
had listed or go public. The study was conducted in Jakarta 
using secondary data with a range of years from 2014 to 
2018. As for the object of research are 18 (eighteen) banks 
in BUKU 2 in Indonesia that had listed or go public. 
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II. RESULTS 

A. Determinant Factor in Efficiency Intermediation 
Approach 

The results of the analysis with the Fixed Effect model 
show that there are two variables that have a significant 
effect on the real level of 10% for efficiency with an 
intermediation approach, namely the number of types or 
variations of electronic banking owned with a coefficient of 
0.021156 and the number of ATMs owned by banks with a 
coefficient of -0,000876. The accuracy of the model 
generated by the Fixed Effect model for efficiency analysis 
with an intermediation approach is 73.38%. 

TABLE II.  RESULTS OF FIXED EFFECT MODEL EFFICIENCY 

INTERMEDIATION APPROACH 

 
The results of tests carried out indicate that the selected 

model is the Fixed Effect model. The selection was based on 
the results of the Chow test which showed a chi-square 
cross-section value of 0.0000. Based on this value, using a 
confidence level of 95% or an alpha value or an error value 
of 5% or 0.05, then if the value of prob. chi-square cross- 
section <0.05 then the selected model is Fixed Effect. But if 
on the contrary if the value is> 0.05 then the model chosen 
is the Common Effect. The second test with Hausman also 
shows that the best model is the Fixed Effect model. This is 
also based on the output of the generated Hausman test, 
namely prob. random cross-section of 0.0000. Based on a P 
value of 0,000 less than 0.05, the decision is to accept H1, 
which means the best model to use is the Fixed Effect. 

TABLE III.  EFFICIENCY CHOW TEST RESULTS FOR THE 

INTERMEDIATION APPROACH 

 

 

 

 

 

TABLE IV.  HAUSMAN TEST RESULTS EFFICIENCY INTERMEDIATION 

APPROACHES 

 

TABLE V.  LAGRANGE MULTIPLIER TEST RESULTS EFFICIENCY 

INTERMEDIATION APPROACHES 

 

For factors that affect efficiency with the intermediation 
approach, there are two factors, namely the number of 
electronic banking with the more types or variations in the 
number of electronic banking owned, the more efficient the 
bank in its operational processes. The opposite happens to 
the number of ATMs, the less the number of ATMs owned 
by banks will make banks more efficient. Development of 
electronic banking conducted by banks at present is 
generally carried out to assist customers in conducting 
financial transactions. Financial transactions conducted by 
customers in electronic banking related to the savings they 
have. The more customers make financial transactions in 
electronic banking, the customer will immediately continue 
to add to their savings balance. So that the existing input in 
the form of third party funds, in this case savings which are 
cheap funds for banks, will increase. Cheapening of cheap 
funds from savings will be useful for banks in increasing the 
number of loans or financing that is channeled. Inputs in the 
form of low-cost funds originating from savings will enable 
banks to sell loans or financing with cheaper interest or 
margins, thus encouraging output in the form of growth in 
financing or channeled credit. This condition will certainly 
lead to efficiency, namely an increase in the amount of 
output in the form of credit or financing channeled by the 
amount of third party funds that can be collected. Vice versa, 
the ability of banks to manage the cost of cheap funds from 
the increase in third-party funds originating from savings 
due to many customers who use electronic banking, will 
encourage increased bank operating income. In addition, the 
various types of electronic banking owned by banks will also 
encourage various customer segments to be served. The 
increasing number of customers conducting financial 
transactions using electronic banking will be able to increase 
operational income from fee-based income for each 
transaction made by customers. The existence of electronic 
banking becomes important for banks to have as the results 
of research conducted by Salihu and Metin (2017) who see 
the effect of product improvement, reliability and efficiency 
on customer satisfaction of electronic banking services. This 
study provides results that service and reliability are highly 
correlated, but the correlation between efficiency and 
satisfaction is weak. In the regression analysis, it is seen that 
while service and reliability have a positive effect on 
customer satisfaction, the effect of efficiency is negative [7] 

Having an ATM machine for banks is one means to be 
able to meet the needs of customers' financial transactions, 
especially cash withdrawals. Various other financial 
transactions can also be done at ATM machines by 
customers. Currently by banks, ATM machine ownership is 
recorded as fixed assets, with additional costs incurred for 
the operation and maintenance of these ATM machines. 
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Some costs that must be borne by the bank when having its 
own ATM machine include purchasing costs (around USD 
10,000 - 15,000), maintenance costs including paper costs, 
security and cleaning costs, charging fees, rental fees, 
network fees and communication costs. As for the costs that 
must be incurred by banks for maintenance costs for an 
ATM machine, on average around more than Rp. 15 
million, it will be even more expensive if the machine is 
located in a shopping center or mall. The more ATM 
machines the bank has, the greater the burden the bank will 
have. In addition to the costs incurred, from the bank's 
ATM machine ownership also receives income in the form 
of fee-based income, among interbank transfer fees of 
around Rp 6,500, cash withdrawal fees by other banks 
ATM cards in the amount of Rp 3,000 - Rp 4,000, fees for 
checking balance by card ATMs of other banks, amounting 
to Rp 1,000 - Rp 2,000. At present even the most 
transactions made by customers at ATMs are cash 
withdrawals, which in this case banks that issue debit cards 
generally do not charge fees when making transactions at 
the bank's ATM machine, so it does not provide income for 
the bank. For this reason, one of the factors that reduces the 
number of ATM machines can provide efficiency measures 
from the input side. Currently, several attempts have been 
made by banks to continue to serve the needs of customers' 
financial transactions while still not owning or reducing the 
number of ATM machines. This is done in collaboration 
with third parties who provide network services and rent 
ATM machines at a cost of IDR 8-10 million per unit of 
ATM machines per month or other banks that already have 
ATM machines. Banks that issue debit cards and have 
ATMs with little or no ATMs can still serve the needs of 
customers in financial transactions, by charging transaction 
fees that must be paid by customers. At present several    
banks have switched to providing a Cash Recycle Machine 
(CRM) ATM, which is an ATM machine that provides cash 
deposits and withdrawals. The development of electronic 
banking is currently down, reducing the number of 
customer transactions at ATMs, because most of the 
customer's financial transaction needs have been done by 
the customer himself through his handphone. And even 
now the bank has cooperated with various shops or stalls 
by providing Electronic Data Capture (EDC) machines to 
meet customers' cash withdrawal needs. The investment 
and management cost of this EDC machine is far cheaper 
than the cost of an ATM machine, which is around IDR 
500,000 - IDR 1 million. 

B. Determinant Factor in Efficiency Production Approach 

The results of the analysis with the Fixed Effect model 
show that there are four variables that have a significant 
effect, namely the number of management owned with a 
coefficient of 0.013827 at the real level of 5% and total 
assets with a coefficient of -4.00E-09, the value of good 
corporate governance with a coefficient of 0.045480 and the 
number of ATMs owned by the coefficient of -0,000828 at 
the real level of 10%. The accuracy of the model generated 
by the Random Effect model for efficiency analysis with an 
intermediation approach is 80.83%. 

The results of tests carried out indicate that the selected 
model is the Fixed Effect model. The selection was based on 
the results of the Chow test which showed a chi-square 
cross-section value of 0.0000. Based on this value, using a 
confidence level of 95% or an alpha value or an error value 
of 5% or 0.05, then if the value of prob. chi-square cross- 

section <0.05 then the selected model is Fixed Effect. But if 
on the contrary if the value is> 0.05 then the model chosen is 
the Common Effect. The second test with Hausman also 
shows that the best model is the Fixed Effect model. This is 
also based on the output of the generated Hausman test, 
namely prob. random cross-section of 0.0000. Based on a P 
value of 0,000 less than 0.05, the decision is to accept H1, 
which means the best model to use is the Fixed Effect. 

TABLE VI.  RESULTS OF FIXED EFFECT EFFICIENCY OF PRODUCTION 

APPROACHES 

 

TABLE VII.  EFFICIENCY CHOW TEST RESULTS IN PRODUCTION 

APPROACH 

 

TABLE VIII.  HAUSMAN TEST RESULTS EFFICIENCY OF PRODUCTION 

APPROACHES 

 

TABLE IX.  LAGRANGE MULTIPLIER TEST RESULTS EFFICIENCY  OF 

PRODUCTION APPROACHES 

 

For factors that affect efficiency with a production 
approach there are four factors: total assets owned, the value 
of self-assessment of good corporate governance, the 
number of self-owned ATMs and the number of 
management. In the assessment of efficiency with the 
production approach, the input aspect consists of operational 
costs, labor costs and other operational costs, while for the 
output aspects include operating income and other operating 
income. The results of the analysis conducted show that the 
effect of assets on the value of efficiency is quite small on 
the value of efficiency. This is because the assets in general 
at the bank consist of credit or financing, securities owned, 
loss reserves, fixed assets, productive assets and other assets. 
A significant increase in assets, especially if the bank has a 
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problematic loan or financing is high enough to provide 
additional costs or high operational expenses for the bank. 
This will certainly have an impact on the low output in the 
form of operating income. If the bank has assets in the form 
of high enough securities, compared to credit or financing, 
it can also have an impact on lower operating income 
output, because the income from securities is lower 
compared to credit or financing. 

The bank as a legal entity is a limited liability company. 
In limited liability companies, limited to two important 
organs namely the board of directors responsible for 
operational operations and the board of commissioners 
supervising the shareholders. The number of boards of 
directors and the number of boards of directors as per the 
applicable rules and regulations is a minimum of three 
persons each. However, the number of boards of directors 
and commissioners can be adjusted according to the 
complexity of the bank's business. The large number of 
directors and commissioners will certainly have an impact 
on the amount of input, namely the cost or burden of 
remuneration which is part of labor costs. However, if the 
business and types of services provided are increasingly 
diverse and growing, it requires operational management 
and supervision that is more focused. In this case it is 
necessary to have a division of tasks and responsibilities by 
adding the number of directors in charge. This will have an 
impact on each director who will focus on determining the 
strategy and operational implementation. The addition of the 
number of directors will also be followed by the addition of 
the number of commissioners who will participate in 
supervising.  

The focus in determining the strategy, operational and 
business implementation and supervision carried out will 
have an impact on increasing output in this case the bank's 
operating income. More and more management shows that 
efficiency has also resulted from research conducted by 
Bokpin (2013) on banks in Ghana which results in 
governance (larger board size) greatly increasing earnings 
efficiency but slightly worsening bank cost efficiency. 
Finally, the capital adequacy ratio and bank size are both 
significant predictors of bank efficiency in Ghana [2]. 
However, the results obtained are contrary to the research 
conducted by Adnan, et.al. (2011) regarding the impact of 
corporate governance on the efficiency of banks registered 
in Malaysia using panel data analysis. Corporate governance 
variables are represented by the board leadership structure, 
board composition, board size, director ownership, 
institutional ownership and block ownership. The findings 
show that a smaller board size and a higher percentage of 
block ownership leads to better efficiency than Malaysian 
banks [1]. The same study was carried out in Nepali banking 
by Poudel and Hovey (2012), with the results of the study 
that a larger board size and audit committee and a lower 
frequency of board meetings and a lower proportion of 
institutional ownership led to better efficiency in 
commercial banks [6]. 

The main purpose of the company, including banks, is to 
provide added value and increase wealth in shareholders. 
Various measures of bank operational performance used by 
banks so far such as net profit, asset growth, Return On 
Assets (ROA), Return On Equity (ROE), have not 
considered the risks of transactions or services provided by 
banks. The objectives of increasing business growth, 
increasing efficiency and implementing governance and risk 

are not aligned. For example, in order for output to be high in 
the form of faster or larger volume of loans or financing, the 
credit or financing process must be accelerated, and standards 
of prudence and governance loosened, which tend to increase 
risk. If the number of credit analysts is increased in order to 
improve governance and risk, processing costs become more 
expensive and efficiency decreases. Conversely, if a bank 
implements good governance and risk in the credit or 
financing process, then the risk can be maintained. But the 
process tends to be long and customers can move to other 
banks so that business growth is disrupted. 

 
III. CONCLUSION 

The results of the analysis of internal and external factor 
variables that significantly affect efficiency based on the 
intermediation approach of the selected model indicate that 
there are two factors, namely the number of variations or 
variations in electronic banking and the number of ATMs 
owned by banks. This condition shows that currently banks 
in BUKU II Go Public in their managerial implications are 
demanded to focus more on developing electronic banking. 
The results of the analysis of internal and external factor 
variables that significantly affect efficiency based on the 
production approach indicate there are four factors: total 
assets, self assessment value of good corporate governance, 
the number of ATMs owned and the number of 
management. Responding to these results, then to achieve 
business objectives, banks need to find an optimal balance 
between business, operational and governance or good 
corporate governance and risk management 
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