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Abstract

The purpose of this paper is to examine the spin-off policy based on Islamic
Banking Act No. 21/2008 had an impact on the third party fund of Ilamic
banking industry in Indonesia. This research used ordinary least square regres-
sion consisting dummy variable of spin-off, deposit margin, non-performing
financing (NPF), efficiency ratio (BOPO), and profitability ratio (ROA). The
result showed that all the independent variables had an impact on the third party
funds in Indonesian Islamic banking industry. The implication of this result is
spin-off policy had a good impact on the growth of third party funds in Indone-
sian Idlamic banking industry.

Abstrak

Tujuan dari makalah ini adalah untuk menguji kebijakan spin-off yang didasar-
kan pada Undang-Undang Perbankan Syariah No. 21/2008 akan memiliki dam-
pak pada dana pihak ketiga di industri perbankan syariah di Indonesia. Peneli-
tian ini menggunakan teknik regresi Ordinary Least Square yang terdiri dari
variabel dummy spin-off, marjin deposito, non-performing financing (NPF),
rasio efisensi (BOPO), dan rasio profitabilitas (ROA). Hasil penelitian menun-

http://dx.doi.org/10.20885/ejem  jukkan bahwa semua variabel independen berdampak pada dana pihak ketiga di
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industri perbankan syariah Indonesia. Implikasi dari hasil ini adalah kebijakan
spin-off memiliki dampak yang baik pada pertumbuhan dana pihak ketiga di
industri perbankan syariah Indonesia.

I ntroduction

developing. In fact, the current Islamic
banking industry has transformed from

The banking sector is the heart of the eco-
nomic system from the country and part of
the object of the government’s monetary
policy. To determine whether a bank is
sound or not, there must be an assessment
of the bank performance. To assess the per-
formance of the bank, the bank’s financial
statements will be required, because the
bank’s financial ratios can be calculated
based on the financia statements to assess
the financial condition of the banking in the
past, present, and more likely in the future.
The concept of 1slamic banking and
finance, which was originally just atheoret-
ical discussion, has now been growing and

simply an aternative bank with a sharia
bank system into sharia banking industry
that is able to play its role in the world
economy. Islamic banking and financial
ingtitutions continue to experience a signif-
icant growth. According to the annual re-
port of the Islamic Development Bank
(IDB) in 2009, the Islamic financia institu-
tion was expected to grow more than 15%
per year, with a number of Islamic financial
ingtitutions is more than 300 spreaded over
75 countries with an estimated total assets
of 500 billion dollars, or around 4,600 tril-
lion rupiah. In other words, the market has
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now reached about 10%. From this IDB
report, we can conclude that the industry is
still promising a remarkable development
in the future.

On July 16, 2008, has passed Law
No. 21 of 2008 concerning Islamic Bank-
ing. With the passing of this law provides
the legal basis and the national Islamic
banking industry is expected to encourage
the development of Islamic banking indus-
try for the better. One of the crucial issues
in this legidation that can accelerate the
development of Islamic banking in Indone-
sia is related to the separation (spin-off)
Islamic business units both voluntary and
mandatory if the asset of Islamic banking
unit has reached 50% of the parent bank's
assets or after 15 years since the Law No.
21 of 2008 had been applied.

After the enactment of Law No. 21
of 2008 appeared a new trend establish-
ment of Islamic banks through the mechan-
ism of acquisition and conversion of con-
ventional banks into Islamic banks. Imple-
mentation can be done through three ap-
proaches, namely: First, conventionad
banks that aready had a Islamic banking
unit acquires a relatively small bank then
convert it into a Islamic banks and release
as well as incorporating Islamic banking
unit with the newly converted bank.
Second, conventional banks do not have
Islamic banking unit, acquired a relatively
small bank and convert it into an Islamic
banks. Third, conventiona bank separation
(spin off) and used as a separate Islamic
Banks (Karim, 2008).

According Tubke, et.d (2004) there
are several factors that affect the separation
process (spin-off). First, the factors asso-
ciated with the business activity, the first
factor is related to the size of the company
and the business sector differences between
the parent company to its subsidiaries. If the
first factor is associated with the Islamic
business unit can be positioned as a conven-
tional bank subsidiaries and parent compa
ny. Second, the factors associated with the

51

organization and management of the com-
pany. Third, factors associated with relation-
ships and support. There are three patterns
of relationships that may be created between
the parent company with subsidiaries which
perform the separation, namely the relation-
ship market (market-Relatedness), the rela
tionship of the product (product Related-
ness), and the relationship of technology
(technology-Relatedness). Fourth, transfer
factor or transfer such transfer of experience
from the parent company to its subsidiaries.
Fifth, factors associated with motivation.
Sixth, the factors associated with the busi-
ness environment in the form of the charac-
teristics of the regiona business environ-
ment and legal framework

In the year of 2010 — 2011, many of
Islamic banking Unit (UUS) decided the
spin-off (separate themselves from the Par-
ent Bank) to establish Islamic Banks
(BUS), with a reason to promote Islamic
banking and more independent manage-
ment. From 11 Islamic Banks (BUS), who
was born purely through the spin-off Islam-
ic banking unit are BJB Syariah and BNI
Syariah, while others have appeared Islam-
ic banks through acquisitions, such as the
Bank of Syariah Mandiri derived from the
acquisition of Bank of Susila Bakti, Bank
Mega Syariah of acquisition of Tugu Bank,
and BCA Syariah through Bank of Jasa Ar-
tha. Moreover, the spin-off through the ac-
quisition then subsequently converted, such
as Bank of Syariah Bukopin. BRI Syariah
through Bank of UIB, Victoria Bank
through Swaguna Bank, Maybank Syariah
through Maybank Indocorp. Separation in-
itially considered beautiful, it was not as
easy to do, there were Islamic banks that
successful in the spin off, but there were
aso Islamic banks experience some set-
backs in spin-offs when becoming Full-
pledge Islamic banks.

Spin-off policies that have been im-
plemented in 2008, are still not able to
reach the target market share of 5% of the
national banking assets as well as the phe-
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nomenon of Islamic Banks spinoff spin-
offs are still not strong visible management
of indicators financial performance dis-
played. Accordingly, this study sought to
determine the impact of policy separation
(spin off) of Islamic banking Unit (UUS)
into Islamic Banks (BUS) to third party
funds in the Indonesian Islamic banking
industry.

M ethods

To achieve the goal of this research analyz-
ing the influence of spin-off policy on the
growth of third party funds of Indonesian
Islamic banking, regression anaysis is
used. The mathematical equation proposed
inthisresearchis:

Y _t=p_0+p_1 D t+ 2 X_1t+p 3
X_2t+f_4 X _3t+_5 X _4t+e
where:

Yt isthethird party funds;

Dt is dummy variable for spin-off

Which is. O before spin-off, 1 after spin-
off;

X1t is non-performing financing (NPF);
X2t is one-month deposit margin;

X3t = BOPO

X4t = ROA

After processing the regression
analysis, to see whether the moddl is good
or bad, we have to know the goodness of fit
of the model. To see the goodness of fit of
the model, we have to look at the t-
statistics, F-statistics, the coefficient of de-
termination (R2), as well as to cover clas-
sical assumption test heteroscedasticity,
autocorrelation, and multicollinearity.

Decision to accept or regject Ho was
made on the basis of the value of the test
statistic obtained from the existing data.
Under the normality assumption followed
the statistical distribution of variable t with
degrees of freedom Nk. A statisticis said to
be statistically significant if the value of the
test statistic is in the critical region. The
aim of statistical t test isto see how big the

effect of independent variables on the de-
pendent variable individually.

Testing the null hypothesis is with
F-statistics is necessary to test if Bk = 0.
The calculation of F-statistics performed by
comparing the critical value F obtained
from F distribution table at a certain signi-
ficance level. If the null hypothesis is re-
jected, it means that the independent va-
riables affect the dependent variable. In this
case, the empirical treatment aims to look
at the effect of independent variables on the
dependent variable.

The coefficient of determination or
R2 is a measure of goodness of fit which
explained whether the linear regression is
in line with observational data. Kennedy
(2008) said the coefficient of determina
tion, R2, to represent the proportion of the
variation in the dependent variable ex-
plaied by variation in the independent v a
riables. If R2=1, it means perfect relation-
ship between independent variable and de-
pendent variable, otherwise R2=0 means no
relationship between independent variable
and dependent variable.

Result and Discussion

According to data processing based on Is-
lamic banking statistics, we get the equa
tion from this model asfollows:
Third-party funds =
474538.4 + 62464.78 D_spinoff
(8.0741) (2.91402)
—22656.1 NPF + 23458.9 Margin
(-6.94589) (7.28316)
—1883.82 BOPO + 29811.1 ROA
(-2.63557)  (3.78442)

Where:

R2 =0.81982;
Adi.R2 =0.80647,
F-statistic = 61.4237.

From the results obtained above, it
is seen that the coefficient of the constant
value is 474538.4, meaning that when all
other variables are assumed to be zero; the
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third party funds will still increase every
month. Then for the spin-off dummy coef-
ficient, which is zero if the period time be-
fore the enforcement of spin-off policy and
1if the period time after the enforcement of
spin-off policy, has a positive sign. It
means that there is a positive relationship
between the spin-off policy and the increas-
ing of Islamic banking third party funds.
The vaue of t-test shown a significant re-
sult implied that there is an effect between
spin-off policies based on Law of 21/2008
about Islamic banking to the third party
funds growth of Islamic banking industry
in Indonesia.

The first control variable is the ratio
of NPF in Islamic banks which shown that
t-test value is higher than the t-table value;
it means that there is a relationship between
NPF and third party funds that held by Is-
lamic banks. These results indicate that the
health of banks into one of the determinants
of customers to save. From these result
showed that the increasing of NPF in Is
lamic banks will decrease the desire of cus-
tomersto savein Islamic banks.

The second control variable is mar-
gin of one-month time deposit which
shown that t-test value is higher than the t-
table value; it means that there is arelation-
ship between one-month time deposit mar-
gin and third party funds that held by Is-
lamic banks. These results indicate that the
higher level of one-month time deposit
margin, the number of third party funds
will increase. These results indicate that the
margin of profit-sharing offered by Islamic
banks still be one of the determinants of the
level of customer savings. These results
indicate that customersin Islamic banks are
still many who fall into the category of ra-
tional customer, where the rate of saving it
is determined by the size of the margin has
to offer.

The third control variable is effi-
ciency ratio that measured by BOPO. The
result showed that there was a relationship
between the BOPO ratio and third party
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funds that held by Islamic banks. These
results indicate that the higher level of BO-
PO in Islamic banks, the number of third
party funds will decrease. The higher level
of BOPO means that the Islamic banks
more inefficient, because the operational
cost was higher rather than the operational
income. This can be caused, that the effi-
ciency level of Islamic banks becomes one
of determining in saving decision of cus-
tomersin Islamic banks.

The fourth control variable is prof-
itability ratio that measured by return on
asset (ROA) on Islamic banking industry.
The result showed that there was a relation-
ship between the ROA and third party
funds that held by Islamic banks. These
results indicate that the higher the level of
profitability in Islamic banks, the number
of third party funds will increase. This can
be caused, because of the bank as measured
by ROA ratio becomes one of determining
how much of the amount of funds to be de-
posited in Islamic banks.

To see how much this modd is in-
fluenced by the existing variable, we can
use the coefficient of determination. The
value of Adj.R2is0.806407, explained that
the proportion of the variation in the de-
pendent variable explained by variation in
the independent variables was 80.64 per-
cent; therest is explained by other variables
outside of the existing models. Next, to see
the simultaneous effect of all independent
variables to dependent variable used the F-
statistics test. Based on the empirical result
shown the F-test value is 61.4237, it means
that the existing variables have an influence
on the amount of third party funds con-
tained in Islamic banking.

From this result we can conclude
that spin-off policies that applied to Islamic
banking industry in Indonesia had a good
effect to increase the third party funds. This
result give a some result as same as that
done by Nasuha (2013). Nasuha done the
research about the performance difference
on Islamic banking unit that decided to
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spin-off, such as BNI Shariah, BRI Shariah,
BJB Shariah, BSB and Victoria Shariah.
The research is done by Wilcoxon Match
Pairs test that saw the performance between
before and after the spin-off decision on
Islamic banking units. The variables of Is-
lamic banks performance are asset, financ-
ing, third party funds, net earnings, CAR,
NPF, FDR, ROA and ROE. The result
shown that only asset, financing and third
party funds that shown a difference be-
tween before and after spin-off policies on
that five banks. Otherwise for other va-
riables such as CAR, FDR, ROA and ROE
shown that there were no difference on
CAR, FDR, ROA and ROE in Idlamic
banks. This result might be due to the spin-
off is new practiced in the Islamic banking
industry, so the testing period was short on
this research.

Beeson and Hyden (2002) stated
that if alot of company done the spin-off to
increase the competitiveness of the compa-
ny and create the value for the shareholders
by focused on it primary business. Christo
and Fak (2006) showed that the key factor
of spin-off is the focused of the industry.
From these result and we related to this re-
search, we can stated that the spin-off deci-
sion that had been done by several Islamic
banking unit can give a value for the par-
ents company and also for the shareholders.
Because the parents company can focused
on his primary business, and the subsidiary
company can focused to develop.

Veld and Veld Merkoulova (2002)
doing the research in 156 spin-off in Eu-
rope since 1987 until September 2000, the
result showed that there is an increasing of
abnormal earning is about 3.57% for com-
pany that focused on its core business, and
only 0.76% for company that not focused
on its core business. Herzeca (1996) stated
that spin-off has been successfully used to
facilitate the achievement of our strategic
objectives with as alow it to focus on its
core business. Herzeca further argued that
the spin-off has been able to effectively

separate the business capital of the busi-
nesses that have high growth. In addition to
the spin-off can eliminate the conflicts that
exist in two different businesses.

Agarwal et.a (2004) suggested that
the separation is often formed to capitalize
on the knowledge that is created by their
parent company but not exploited. This ex-
plains why the company better, may create
more knowledge, but it may have a higher
level of separation. This model explains the
reason for separation as to develop know-
ledge of the less exploited by its parent
company. This model shows how the sepa-
ration (spin-off) provides a mechanism to
compensate for ability limitation of compa
niesto evaluate new ideas.

From the results obtained, then as-
sociated with several previous studies
showed that the spin-off policy has a good
influence on the development of the indus-
try. This is similar to the case of the spin-
off policy in the Islamic banking industry
in Indonesia, where the spin-off policy
proved to increase the growth of third party
funds irthe Islamic banking industry.

Conclusion

Spin-off policy as contained in the Law 21
in 2008 is one of the breakthroughs that
aims to accelerate the growth of Islamic
banking in Indonesia. It is intended that
Islamic banking is able to independently
develop its operations, independent of the
parent bank which still operates conven-
tionaly. The model proposed in this study
uses regression with a dummy variable, as
well as control variables in the form of in-
ternal factors such as the NPF, margin, and
ROA. The results showed that all the inde-
pendent variables give a significant influ-
ence on the growth of Indonesian Islamic
banking industry. So, we can conclude that
the spin-off policies have a significant im-
pact on the growth of third party funds in
the Indonesian I1slamic banking industry.
The empirical results obtained in
this study indicate that the spin-off policy
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pursued by the government to accelerate
the growth of Islamic banking in Indonesia
isright. It is shown that the spin-off policy
Is able to increase the growth of third party
funds in the Islamic banking industry in
Indonesia. The results of this study also
helped to support the studies of spin-offs
that show a positive influence on the devel -
opment of the company.

The model in this study still needs
to be improved, because the data used in
this study used data Indonesian Islamic
banking industry in general. Therefore it is
recommended for future research may use
data derived from each Islamic banking
unit who have decided spin-off into Islamic
banks. It is intended that the analysis ob-
tained more sharp and accurate in giving an
overview of the effect of the spin-off policy
towards the Islamic banking.
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