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ABSTEACT: The mm of shsdy wiss defermang the diference in business modz ], bankmng stabality, snd finom-
cinl pedformance of Telamic banks and comventions! bpnks around perad 2002-2016,

Thus study wsed quantitative research method. The populations of this rescarch are Islamiz banks and
conventional banks in Indonesia. This research used three [slamic banks and six comventional banks which bave

commercial banking business model tvpe a5 o sample, the analveed by comparative anolysis tost wsing Inde-

pendent Sample i-fest and Mann Whiteey Lest.

The comparative analysis resull m busmess model showed that there are differences m seccondury
banking. that iz fo based income. while thers showed no differences in primary banking that are ticd-pary
Tumd ratio and Anamcing o deposil raio, There wis showed no difference in bamking seabilily measured using
#-scare. There was no dilference in Mmancial performarce measered using nel profil margin,
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I PNTRODCTION

The released of Act Mo, 21 vear 2008 aboui
Izlamic banking made izlamic banking in Indonesin
has legal kasis and become a competitor 1o conven-
ticnal banks which firstly exast. Boanking indostry
should do mnovating a business model im order (o be-
come gxcellent than the competnors. so that compet-
itive advantage is created. Banks, aboul winning the
competition with other banks have to apply differemt
business model §n attract customers kecping thoir
funds 1o the hunk

Therefore, thiz study simed o comparg bus:-
ness madel. stability. and finance performance shara
commercial bapks and conventional commencial
banks, to know the differences of busincss model
pmong commercial banking fype and bank stabalify
level among sharia comimercial banks amd conven-
ticmal commercial banks 5o that the rescarchers used
Coanparison Business Maodel, Stabilizadion, And Fi-
nance Performance Sharia Commercial Bank Amnd
Comventiona]l Commercial Bank In Indonesia In
200 2-203 1% for the title.

I, THEQRETICAL BASES
According to Muhammad (20615:1) 1skamic
hank iz a bank that operates by not relving on interest,

nperaliing activities and iz producs developed based
on Alguran and Hadis, Thas, islamic bank is a finan-
cial matiiien which providing fnancing and other
payments services adjusted o lzkamic principle as
main husiness,

The existence of islomic banks in Indonesio
18 over vigwpoind that interest svsiem applicd m con-
vendional fimomceal instituiion 1= harnm {forbicden)
aceording o Iskam, So that, Tslam tried w0 find solu-
tisnie Lo avedd ribasd peactice in interest based DNnan-
cial mechanism, hence the mest imporeang difference
apmoag islamic banking and conventional banking is
mterest system and profit sharng avstem application
(Sumar’in, 2012:59)

According to Ismal (20020 there are fve
busmess model tvpes in banking industry grouped by
actrvity, financial purpose, custemer segment, specisl
purpase, and chansel. In this study, business model
vpe will be studied 15 the wpe of busingss maxdel of
banking in lerms of activity, The type o business ac-
tivity madel in quesioned is the main banking activ-
itics thar wsed generally in banking indusiry is bank
as westment bank (mvestment banking), commer-
cinl bank pclivitics. and univerzal banking nctivitics
{umiversitl banking|.

Banking sy stem stability 15 an imporiant part
of Nnanee gvetem The policy focmulaed by Central




Bank. keeping banking svstem siability basscally is an
effort o create, maintain, and comserve bank exisi-
ence, both individually and system, as precondilion
manning godd ccomomy (Hadad dik, 20040, Accornd-
ing o Crocketd (1997 banking stability defined the
abscnce of unsiable simation where cconomy perfior-
mance potcndially handled by banking assed price
flucate or banking institwions inability (o meel bs
contract labilites.,

Finanee performance isa picture of success-
ful fimm achievement. Finance performance is an
analygig w0 know how Tor the firm use Dnance rules
progorly (Falai. 20022 Financial statemont is a no-
port that shows the firm [nancial condition for mos
ar certain period, Finarcial sialement shows currend
condition of the firm. Usually, it 15 made per period,
thres ar 21x months

Fano analvees of business model i this re-
scarch wse fee based income (FBI) ratio, lopn to de-
poasil ratio {LDE) andfor financing o deposit matio
(FOR). Third Parmy Fund growth, z-score used 1o
coait bank stnbility bevel and pet profit marsin
(WPM} as finance performance indizator.

3. RESEARCH METHODS

This study wses quantitative approach. Based on
pridrlen Formaaslaion, the varigbles in this research are
(1} foe based income ratio (FBI), {2) Financing to Da-
pozit Ratio (FDR), (3} Third Party Fund (DFK), (4)
Z-score, (41 Met Profit Margin (WFM). Type of datn
that weed in this rescarch is secondary data such os
annual reporis m December 31* 2002 1o December
317 20016 have been published in coch banks websile,
Ancther data resource used in this research such as
books, literatures, previows researches, and arfiche
froam imternet This reseanch used panel fpooled) data
o coflee data, becaese i imvolved many samples on
cach pericd (cross scction) and tme (fine scrics).

This rescarch used purposzive snmpling fo
dederming the semples. The selection criterin for this
research are (1) shora commercial bonk and conven-
temal commercial bank i Indonesia those have come-
mercial banking business model tvpe. (2) excluding
BPD and forgign bank baving branch efTices in Indo-
peaia, (31 sharia commercial bank and comveniional
commmercial bank those have comparable asseds =240
trillion and =79 willion around, (4} sharia commerncial
bank and convonticaal commercial bank those pub-
lished thewr anmual report m period 2002 o 2004

Collecting data procedure done by re-
searcher ore Indircct method of dain collection and
Laterature shady, Analysis data technigue in quankiba-
tive research vses stanstical analysis. This rescarch
used two stages inanaly sing data, mentioned descop-
tive analvseis and inforential siaissiic,

4. FINIMNGS AND DISCUSSION

Adter conducted descriptive analysis contin-
ued by conducting an indwalor analvas 1o messung
business model and gability w0 shana commercial
hank aned comventional commerncial hank, continmsed
by normality west which become reguirensenl befors
doing difference 1ost

Dipia of normality test = fee based imcome
(FELD mio, Mnancing ¢ deposit o (FOR), net
profit margm (NPM), Third pariy fand (DPE)
groavth, and z-score on sharia commercial Banks and
comventional commercial banks during the period Di-
cember 319 2012 - December 31% 20016 can be seen
in the table below:
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The result of normality test exploins that
FEI, MPM, e-score pre not normally disinbuicd be-
cawse they have signilicanee value less than (005,
while lor FDR vanakle in one category has a signifi-
cance below 0,06 so that it can be stated FDR voriable
iz 0lso not normally distributed, and for DPK vanable
its two categories has higher significance than 0,05 50
that con be stated i is normally distributed.

The remlt of normality test sbove can be
comc lnded that DPK variable can be conducted dilTer-
ense tost using ¢ fext becamse of has med the reguine-
maenl of §iesl. mesnwhile for FBI, FDRE, MPM, and 2-
geaore variables can be condueted difference o8l nsing
mann-Whitney st becanse of are ol nommally dis-
tribisted.
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Based on difference o5t usmg Mann Whit-
ey dest resnlt in table 2 known that significance valee
af FBI vanakle is 0,000 or smaller that 005, thus in-
dicates thal there s dilference o busingss model
among sharia commercial bank and cosvenlional
commercial hank on secondany banking side,

4. 1.2 Iiffereace west Of Finawcing te Depasit Bafio
{FIARI
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Bascd on difference 25t vsing Mann Whit-
new fest resulUin Grble 2 known that sigmilicance valwe
of FOR variable 0,073 or higher than 0,05, The resuh
indicates that there is no difference in busmess mode|
among sharia commercin] bonk and compventionol
commersial bank on financing fanction sxéc, in other
worde Hivis nepecied,
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Baszed on difference tost using independent
t-fcsl kwowwn this vareble has Levence's test signifi-
cance (L004 smoller than 0G5 thus HO = rejected ond
test resalt by equal mot vanoance sssumed 15 used.
Based on difference test using Independent Sample 1-
st condusted 10 Third Party Fund variable shows
signilicance value of ¢qual nol varnces assumed
vadiable g 0689, Tvis hioher that 0,08 thus shows that
therg is no difference in primary banking business
meodc] among shana commercial bank and conven-
tional commercial bank in funding function point of
view. in dlher words HO & repecled.
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Based on dilference 1est wsing Mann Whit-
mey test resull imlable 3 known that signiftcanco value
of this variable is L3735 higher than 005 The result
indicales that there is differcnce in stability among
shoria commercial bank ond comventional cemmer-
cinl bonk, in ather worde Hi s rejected
4 1.5 Difference fest of Ned Frofll Movgin (NFM
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Based on difference test wsing Mann Whit-
mey test result imotable 6 known that significarce value
of NPM vanable is 0,000 smaller than 0,05, The re-
sult mdicaies that there is difference i finance per-
formance among sharia commercial bank and con-
ventionsl commercial bank, in other words HD 1=
pecepted.

4.2 Drscussion

Baszd on difference test resulf using Mann-
Whitney 1est has been done before, the result for fos

Table 4
Thard Party Furd grossth diffesence test using Independeni
Sample Test
- Levens's tesl Ex-
Var= .
iabdes F Sig s
L ninn

plaag. Profit margin, Third Party Fund. and z-score are as

'imd incomic ratio. finamcing o deposid rabio, med

Nloves:
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4.2.1 Fee Based fncome Rotve (F 8]

Baged on Maon Whiney jest has done
showed that both catepories sharia commercial bank
angd convention! commenzial bank in period 2012 10
2004, there s difference in bank servicing Nanetion,
that i5 fee hased income due o conventiona | commer-
cial bank is higher then sharia comimerciol bank in pe-
mod 2012 to 2016, Another rescarch done by Beck el
ol (2007} showed that fee bosed income in iskamig
bank 15 higher than conventional bank,

The fee based mcome of slamic bank i3
higher (han conventionsl, imdieates the comventional
commercial bank has moe developed secondan
banking businegss model, scen from services  and
banking producis offered which mose complete. They
are colleciion, credid card, ATM, garage bank, lctter
ol credit. spot ond derivotive bansactions. sio. spod
ond derrvotive transaction mokes ncome received by
honk increasinghy high, whils income servces in sha-
ma commercial bank relatively comnot be maximized
due fo spod and denvative transastion 15 haram (for-
hidden ) an [slam.

The low Fee based mcome ratio in sharia
cominercial bank, shows sccondary Banking businss
medel in shamn commercial bank iz less developed
e lo focusing on primary bankmg. thas nunning sec-
ondary bank not vel maxiniwm,

4.2.2 Fiveareeing to deprosit ratio (FDR)

Based on Mann Whitney test has done can
be known that pwe kisd of banks in period 2002 10
20046 there was no difference in primary banking
buziess model. Beek ot al. (2012) found that busi-
ness model among islamic banks and comventional
bonks are wot oo different. but islomic banks has
higher mtermediation ratio compars 0 comventional
banks

The absence of differences in the FDR and /
or LDE sides in sharia commercinl banks and convens
ticaal commercial banks shows that both commencial
banks, aamely sharia commercial banks and conven-
ticaal commercial banks have operaicd thewr pramary
hanking buginess model a8 commencial banking well
with the provisions sef by the Bank Indomesie as the
monciory authonty, thot FOR endior LOR 15 of the

bevel of #5% =1 10% m Cireular Lener of Bank [ndo-
nesia o, 295 5 BPPP dated Ha:r 1'.:'", 1o, bot the
LDE eatig in conventionsl commercial banks are over
the gafe limits set. indicates that conventional com-
meerciol banks arc wo agpressive in providing credils
duc to the excoeding the safe limits ot by Bank Indo-
nezig, whilz in sharia commerncial banks are more -
lective i providing feancing o thot s financing
functions fall imo the safc catepory,
4 23 Thivd pearny furd

Based on independent g3t conductod be-
fowe, the vesult From both calegorics of aharia com-
mercial banke and conventonal commercial banks in
2012 i 2016 shows that there are no differences in
primary banking basiness model as measured by the
growth of third-party funds, The absenoe of ony dis-
parify from the growth of thrd-party Tunds ovned by
sharia commercial banks and conventional commer-
cinl banks has been well mplemented and maximiezcd
g primary hankmg model busisess i the Nnancial
fumction. This is proved by the growth of third-pariy
funds in sharia cominercial banks that ane equal o the
growth of the conventional commercial banks and
even though islamic banks are relsively new com-
pared with conventional banks, the growth of third-
party funds in sharip commercial banks are indicating
o positivg grondth ol thrd-party fonds compared o
those conventional commercial banks and some other
banks thot suffers negative growth, This result also
i lies that the public hag enirosied teir Munding 1o
shoria commercial bank thai in its opemiion exclede
systems of intercst or usury.
4 2.4 L-wcnre

Based on test conducted belore. could be
stated from both categories of sharia commercial
banks and conventicnal commercial banks m 2012 1o
2016 ghoows that there are so differences in bank sta-
bibiny as measued by using 2-scong. The resuli from
descriptive analvsis shows that shania commercial
hank has highor z-zcore valoe indicates sharia com-
merncial banks arc more siahle,

The absence of pny disparity of z-score value
in both categones of shana commercial banks and

comventional commercial banks illustrates 1o those

sharia commercial banks amd conventional commer-
cial banks have managed risks they faced well Banks
as mtermediary mstitation will always facing many
risks and rewny in their business activity, Risks re-
tntcd 1o bank stability, Bank stakility is measured by
usimg #-score, The gher z-score valoe mdicates the
maore stable of banks. The averspe valoe of z-5core in
sharia commercinl banks are higher than conventional
commersinl banks, this condinon reflects tht sharn
commercial banks are more stabke and the smaller
vitlug of w-seore the closer 1o bankrupiey, Sharia com-
mescial banks are more stable due (o prohibition ha-
ram transactions, such as spot and derivative fransac-
tigsns which com@ain ghaorar and gambling as they are
risky tronsactions




428 .-"ul':'l’;m.f_.'ﬂ' murgfn {.?'i'.f'H':l

Based on the resull of Mann Whitney lest
conducted before could be stated that there are differ-
ences on feance pofformance o these shania com-
merzsal banks and conventiomal commicrcial banks,
The resuli in this rescarch supporied by rescarch done
by Winwr (200 6) who found there are differences on
finomce performance m berms of efficiency among
sharia commercial banks and conventional commer-
cial banks as measured by MPM ratio,

Tleere s desparity by MPM ratio side owived
by sharia commircial banks and conventional com-
mercial banks duoc o sharia commercind banks have
simatler met profil compared o conventiomal comnier-
cigl banks in 2002 s0 2015 thus performonce effi-
clency 1= affected by amouni of operabonal msoms
ancl hioow Car banks con use i maximally follewed by
emphasis on wnforescen cxpensed. The higher of
MPM tio proved the kigher of bank efficiency (o
gain profit from s operational activitics, Therelore,
sharia commercial banks should gel maxinum oper-
ational income, and always be basod on guidelise scd
accarding bo sharin

5 CONCLUSION

Based on the result of this research and dis-
cusaton on chagiors belfons, can be concloded as be-
low

I. Based on difference test 4a = 0L.05] in 2002-

2004 sinded that there is difference on modezl

business m secomdary  banking  function

among sharm commercial banks and conven-
tsonal commercind bomks in Indoncsen ns
measured by Foe based income radio

Based on difference pest da = 0)05) in 20012-

20016 conducted before, shows that there 18 no

differerce on model business i primary

banking function among sharin commencial
banks among conventional commgreial banks

s mensured by [nancing o deposid mbio

(FDR) and’or lpan o deposil ratio (LDR) ra-

L,

3. Based on difference west {a = 005) in 2002-
206 conducted belore, shows that there is no
diffcrence on model bosiness i primary
banking function among shann commercinl
bankz among conventional commeroial banks
i Indomesia ag measured by growth of third
party fund

4, Based on difference test da = 005 1n 2002-
2016 conducted before, shows that there 15 no
difference in bank stability asong sharia

[

commercial banks among conventional com-
mercil banks, bl the value of #=5core in con=
venion commercial banks are higher, thus
sharta commercial banks are more sinble.

5. Baged oa difference test {a = (L03) in 20]12-
2006 stated that thers 45 difference on model
busmess m finance performance among sha-
ria commercial banks among conventional
commercial banks in Indonesia as measmed
by Met Profit Margin (NPM) ratio.
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