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Abstract. This study examines the influence of specific factors on the profitability
of conventional commercial banks listed on the Indonesia Stock Exchange for the
2016-2020 period. This study uses purposive sampling with a sample of 41
conventional commercial banks. The results show that bank size does not affect
profitability. The capital, deposit, and liquidity ratio variables have a significant
negative effect on profitability. Meanwhile, the variables of management
efficiency and asset quality have a significant positive effect on profitability. This
research is important so that banks can determine from the start what factors can
affect their profitability, with banks having to maintain a level of capital according
to Bank Indonesia standards, effectively monitoring bank operations, and selective
supervision in lending to increase profitability.
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1 Introduction

Banking has the main objective of achieving maximum profitability effectively and
efficiently during a specific period, which can be used as an indicator in measuring
banking performance. The success of management as a reflection of banking
performance is important for people to make savings and investors in making decisions
[1].

Several previous studies have shown a significant influence of bank-specific factors
on profitability, including bank size, capital ratio, asset quality, deposits, and liquidity
[2]. Research by [3] also states that there is an effect of liquidity liquidity on
profitability. Research conducted by [4] shows that other bank-specific factors affect
profitability, namely management efficiency. This is in line with [5], which proves that
there is an effect of bank size and management efficiency on profitability.

Table 1 shows that from 2019 to 2020, conventional commercial banks (BUK) in
Indonesia. However, the value of the return on assets (ROA) ratio was above 1.45%
according to Bank Indonesia (BI) regulations, but the ratio value decreased significantly
in 2014. 2020 by 0.71% from the previous year. The greater the return on assets (ROA)
ratio, the more efficient the banking performance in using its assets [6]. The decline in
bank profitability is related to bank-specific factors, namely internal factors on
individual bank characteristics that can affect bank profitability [7].

A decrease followed the decline in profitability in the growth of total banking assets
over the last two years, which only grew 6% from the previous year compared to 2015
to 2018, which grew by 9-10% annually, indicating a change in the size of the bank as
seen from total banking assets for several years. Lastly, the total assets owned by banks
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are the determinants of the size of the bank. Banks that are getting bigger are also
followed by better opportunities to increase capital and their ability to manage
operations efficiently, which leads to profitability [8].

The profitability of Conventional Commercial Banks (BUK) in Indonesia is followed
by several other aspects of financial performance that can affect a bank's profit. The
following is data on the performance development of Conventional Commercial Banks
(BUK) in Indonesia during 2015-2020:

Table 1. Financial performance of conventional commercial banks in 2015-2020.

Financial Performance 2015 2016 2017 2018 2019 2020
Total Assets (Trillion) 5.919 6.457 7,100 7.752 8,213 8,687
Credit (Trillion) 3,904 4,199 4,548 5.093 5,392 5,290
TPF (Trillion) 4.238 4,630 5.051 5373 5.710 6.339
ROA (%) 2.32 2.23 2.45 2.55 2.47 1.76
LDR (%) 92.11 90,70 90.04 94.78 94.43 83.46

Source: Financial Services Authority (OJK), data processed

For the last six years, conventional commercial banks in Indonesia have had a loan-
to-deposit ratio (LDR) in accordance with Bank Indonesia (BI) standards in PBI No.
17/11/PB1/2015, which is between 78% and 92%. However, in 2020, there has been a
significant decline in the loan-to-deposit ratio (LDR) of 10.97% from the previous year,
which means there has been a decline in lending. This is in accordance with Table 1,
which shows a decrease in credit and a significant increase in third-party funds (TPF),
reaching 11%, which indicates that the increase in customer fund collection was not
followed by an increase in lending by banks. A decline in credit will be able to impact
changes in the quality of banking assets seen from the total assets they have [5].

This research is intended to re-examine banking-specific factors ( bank size, capital
ratio, management efficiency, asset quality, deposits, and liquidity liquidity) on
profitability. Profitability is the main objective of the company's business continuity,
which refers to maintaining profits from year to year [1]. According to [9], profitability
ensures the sustainability and resilience of banks when facing difficult times by
maximizing their role between savers and borrowers. Bank size is generally used to see
the potential for economies of scale in a company [10]. Increasing production quantity
by reducing costs illustrates economies of scale [11]. According to [12], concerning
economies of scale, large banks are expected to be more profitable because they can
spread costs across several units and result in lower operating costs. The capital ratio is
an assessment of capital adequacy that shows the general health of the bank on how
well the bank's capitalization is [1]. According to Ercegovac, [13] the bank's capital
ratio has become the primary determinant of profitability that allows banks to survive in
periods of financial crisis.

Management efficiency is a method of determining bank welfare as an important
component in the company's financial management because it has a direct impact on
company profitability. Management's ability to use its resources efficiently, increasing
revenue and decreasing operational costs shows the quality of management in banking
[14]. Asset quality reflects the ability of bank management to manage productive assets
related to the risks faced by the bank for the loans it provides [15]. According to [16],
asset quality is also considered one of the requirements to see the health of a bank.
Deposits are the primary source of banks in the form of customer deposits with banks
through certain agreements [1]. The customer making a deposit or this deposit is
considered an obligation for the bank because it must return it to the depositor or
customer. The bank's source of income is through investment in depositors' deposits in
other projects that can generate profits for banks [17]. The concept of liquidity liquidity
is used to overcome the financial condition of the bank, which shows the ability of the
bank to settle its obligations immediately. These obligations that need to be funded
include loans and investment commitments, withdrawals, deposits, and other accrued
obligations [18].
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This research is important to be carried out on Conventional Commercial Banks
listed on the Indonesia Stock Exchange for the period 2016-2020 in order to find out
bank-specific factors that significantly influence profitability so that they can be known
from the start. This research is entitled Specific Factors Affecting Profitability in
Conventional Commercial Banks Listed on the Indonesia Stock Exchange.

2 Research Method

This study was designed using the associative method, namely research that aims to
determine the effect or relationship between two or more variables. This research will
analyze the effect of independent variables such as bank size, capital ratio, management
efficiency, asset quality, deposits, and liquidity liquidity on profitability. The population
and sample in this study include all conventional commercial banks listed on the
Indonesia Stock Exchange (IDX) for the 2016-2020 period. The analysis method in this
study uses panel data regression and Eviews 9.0 software as a data management tool.

2.1 Dependent Variable

Return on asset as a measurement of profitability, which is the dependent variable in
this study [5].

Net Income

ROA = 1

Total Asset
2.2 Independent Variable

The variables used as independent variables in this study are bank size, capital ratio [5],
management efficiency [4], asset quality, deposit [19], and liquidity liquidity [3].

Bank Size = Ln (Total Assets of the bank)

Total Equity

Capital Ratio =
Total Asset

(2

Operating Revenue

Management Efficiency = rating Reve ®
Asset Quality = % @
Deposit = % o
Liqudiity = Total Loans ©

Total Deposits

2.3 Data Analysis

The panel regression model is used to test and analyze the effect of independent
variables, including bank size, capital ratio, management efficiency, asset quality,
deposits, and liquidity, on the dependent variable, namely profitability at conventional
commercial banks listed on the Indonesia Stock Exchange (IDX). The regression model
in this study is formulated as follows:

ROA; = Bo+ B1BSit + B2 CRit + B3 MEj + B4 AQit + Bs DPj + Bs LDRy( + €t @)

ROA = Profitability, BS = Bank Size; CR = Capital Ratio, ME = Management
Efficiency, AQ = Asset Quality, DP = Deposits; LDR = liquidity liquidity, €= Error
Term.
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3 Results and Discussions

Descriptive statistical results of the variables in the study are shown in the following
table:

Table 2. Descriptive statistics.

Variable N Mean Min. Max. Std. Dev
ROA 205 0.004002 -0.117277  0.031343  0.021296
Bank Size 205 30.99618  21.34197  34.95208  2.213647

Capital Ratio 205  0.183223  0.862083 0.055336  0.106292
Management 205  1.438980 -0.244203  12.128703  0.934436

Efficiency

Asset Quality 205 0.679357  0.315586  4.068537  0.528745
Deposit 205  0.698636  0.115211  0.862970  4.443316
Liquidity 205 0.892847  0.345349  0.38991 0.125075

Source: Data processed with Eviews 9.

Based on the results of the T-test in this study, it can be concluded that the effect of
each independent variable on the dependent variable is as follows:

3.1 Bank Size

The results of this study indicate that bank size has no significant effect on the
profitability of conventional commercial banks listed on the Indonesia Stock Exchange.
This research is not in line with [5], which shows that bank size has a significant
negative effect on profitability but is in line with [14], which states that there is no
significant effect between bank size and profitability.

Table 3. T test results.

D dent Variables

P

lnd?pendent Return on Asset
Variables " - "
Coefficient Probability Conclusion
Constant 0.068861 - -
BS -0.001704 0.1197 Insignificant
CR -0.027257 0.0032 Significant Negatives
ME 0.000461 0.0491 Significant Positives
1 0.032822 0.0000 Significant Positives
DP -0.026048 0.0234 Significant Negatives
LDR -0.011767 0.0192 Significant Negatives

Source: Data processed by Eviews 9

3.2 Capital Ratio

The results of this study indicate that there is a significant adverse effect between the
capital ratio and the profitability of conventional commercial banks listed on the
Indonesia Stock Exchange. The higher the capital ratio will increase the profitability of
the banking sector or vice versa. This research is not in line with the research of [5],
which shows that the capital ratio does not affect profitability. However, it is in line
with the research of [19], which states that the capital ratio has a significant negative
effect on profitability.
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3.2 Management efficiency

The results of hypothesis testing in this study indicate a significant positive effect of
management efficiency on the profitability of conventional commercial banks listed on
the Indonesia Stock Exchange. This research is in line with research by [5], which
shows that management efficiency has a positive effect on profitability, with higher
bank management efficiency being able to increase profits for banks. Assessment of
management efficiency with operating revenue proxy on total profit states that the
higher the operating profit obtained by the bank, the higher the efficiency of bank
management to generate profits.

3.3 Asset Quality

The results of hypothesis testing in this study indicate a significant positive effect of
asset quality on the profitability of conventional commercial banks listed on the
Indonesia Stock Exchange. This study is in line with the research of [19], which shows
that the assessment of asset quality with a proxy for total loans on total assets has a
significant positive effect on profitability.

3.4 Deposits

The results of this study indicate that there is a significant negative effect of deposits on
the profitability of conventional commercial banks listed on the Indonesia Stock
Exchange. This study is in line with research by [19], which shows that the assessment
of deposits with a proxy for total deposits on ftotal assets has a significant negative
effect on profitability.

3.5 Liquidity

The results of this study indicate that there is a significant negative effect of liquidity
liquidity on the profitability of conventional commercial banks listed on the Indonesia
Stock Exchange. This research is in line with research by [3], which shows that liguidity
assessment with a proxy for fotal loans on total deposits has a significant negative effect
on profitability.

4 Conclusion

This study examines the effect of bank size, capital ratio, management efficiency, asset
quality, deposits, and liquidity liquidity on profitability. This study uses 41 conventional
commercial banks listed on the Indonesia Stock Exchange from 2016 to 2020. Based on
the analysis results, the following conclusions can be drawn: Bank size has no effect on
profitability. The capital, deposit, and liquidity ratio variables have a significant
negative effect on profitability. Meanwhile, the variables of management efficiency and
asset quality have a significant positive effect on profitability.
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