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ABSTRACT

The ratio of the return rates on nonperforming financing of Islamic banking has not generally been improved.
There are several financing problems at PT Bank BRI Syariah Malang Soetta Branch Office in its financial
statements. The distribution of micro, small, and medium enterprises financing is not always expeditious due
to inaccurate analysis. This study aims to identify and analyze the effect of the components of repayment
capacity and installment to disposable income ratio on the return rates of public business financing. This
research was a quantitative study with an explanative design. A survey method was the approach used to
obtain data. There are 203 debtor data with nonperforming financing at PT Bank BRI Syariah Malang Soetta
Branch Office used in this study. The analysis technique used was a comparative analysis. By using logistic
regression and comparative analysis, the results show that the RPC components affecting the return rates
include working capital, business profits, operating costs, household expenses, business turnover, and BRIS
installments.
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INTRODUCTION

Indonesia is one of the countries implementing the dual banking system, namely,
conventional banking and Islamic banking (Ismail, 2011). Until now, the collection and distribution
of the funds have become the main business of banking as the bank will get the revenue,
increasing its productivity level. The revenue obtained from channeling funds or financing is in the
form of interest for conventional banks or profit sharing for Islamic banks, and income from interest
or profit sharing is the largest revenue for the bank.

A bank offers various kinds of financing facilities or products, and the financing facility
currently being supported by the government is the people business credit (KUR) or commonly
known as public business financing (PBF) in Islamic banking. This type of PBF is focused on
prospective debtors with micro, small, and medium enterprises (MSMESs). According to the data
from the presentation of policy and development program for MSMEs (toward MSMEs 2020—
2024), the contribution of Indonesian MSMEs itself was still low to national exports, that is, 15.80%
or around US$ 23 billion of total non-oil and gas exports. The contribution of Indonesian MSMEs
was also lower than that of other ASEAN countries such as Vietnam (20.00%) and Thailand
(29.50%). The low contribution of MSMEs itself was due to the lack of cash flow to MSMEs from
banks, where the total credit or financing channeled by commercial banks was less than 20% (or
around Rp. 1,000 trillion) from Rp. 5,300 trillion distributed to MSMESs.

Islamic banking faces serious problems. The phenomenon that has occurred in the last 5
years is still a hot topic, where that the ratio of return rates on nonperforming financing of Islamic
banking has not improved in terms of handling nonperforming financing (CNBC Indonesia, 2019).
At the end of 2016 and 2017, the ratio of return rates on nonperforming financing of Islamic
banking reached 4.42% to 4.76%. These figures are very high in comparison to conventional
banks with return rates of 3.85% and 3.69% on problem financing.

Based on Islamic Banking Statistics and Indonesian Banking Statistics data from the
Financial Services Authority (OJK) over the past year, the ratio of return rates on nonperforming
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Figure 1. Ratio of Return Rates on Nonperforming Financing
Source: http://www.depkop.go.id

Islamic banking financing is still considered quite alarming, although the figures for this period
indicate the existence of a decrease in the return ratio compared with the previous period.
However, these figures are still quite high in comparison to those on conventional banking. When
viewed from the total distribution, Islamic banking financing distributed only Rp. 2,634,778 billion,
about 3.87% of the total distribution of conventional banking financing, which was Rp. 68,102,000
billion.

As shown in Figs. 2 and 3, the ratio of the return rates on nonperforming financing was
very unbalanced with the total financing distribution. In conventional banks, the total financing
distribution was much higher than that of Islamic banks. In reality, however, the return rates on
Islamic bank financing were much lower. This phenomenon also occurs in one of the big Islamic
banks, namely, PT Bank BRI Syariah Tbk, with a return rate of 4.5% on nonperforming financing
during the first semester of 2019. This number has decreased compared to the previous period
that reached a return rate of 4.98% on nonperforming financing (Kontan.co.id, 2019). In the
quarterly reports for the past year, the ratio of return rates on nonperforming financing was quite
high, with an average of 4.35%.

Being one of the leading modern retail banks offering a variety of financial services with
the easiest access for a more meaningful life as its vision, PT Bank BRI Syariah Tbk also provides
facilities for people business credit financing products, which means that PT Bank BRI Syariah is
taking part in the process of developing and improving MSMEs in Indonesia to support
government programs in empowering community businesses.

The graph shows that the distribution of MSME financing by PT Bank BRI Syariah has
decreased, leading to the decline of the bank’s revenue as PBF is the main program. This
happened because in 2018, the ratio of return rates on nonperforming financing of PT Bank BRI
Syariah reached 4.97%. Therefore, PT Bank BRI Syariah improved the financing supervision
system before and after the decision on financing disbursement, which caused PT Bank BRI
Syariah to channel less MSME financing compared to the previous period.
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Figure 2. Ratio of Return Rates on Nonperforming Financing
Source: https://www.ojk.go.id
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Figure 3. Ratio of Return Rates on Nonperforming Financing
Source: https:/iwww.ojk.go.id

PT Bank BRI Syariah Malang Soetta Branch Office is located in Malang City, East Java
Province. PT Bank BRI Syariah Malang Soetta Thk Branch Office has channeling funds totaling
5,280 units of financing products, and 2,082 units were channeled in the form of PBF. In
conducting these fund distribution activities, PT Bank BRI Syariah Malang Soetta Branch Office
always prioritizes the 5C principle credit analysis. By prioritizing the 5C principle, PT Bank BRI
Syariah Malang Soetta Branch Office can determine the length of the loan period and the yield
amount, among others, so PT Bank BRI Syariah can decide to approve or reject the financing
proposal made by the prospective debtor. However, the distribution of financing provided by PT
Bank BRI Syariah Malang Soetta Branch Office to MSMEs is not always facile, because some
financing problems still exist in its financial statements. The distribution of MSME financing is not
always facile due to inaccurate analysis; therefore, the authors want to observe how the factors
in the repayment capacity index and installment to disposable income ratio can affect the return
rates on financing and as the main analysis implemented by PT Bank BRI Syariah Malang Soetta
Branch Office in the distribution of financing.

Repayment capacity is one of the indexes for the analysis carried out by banks in
assessing the feasibility of financing disbursement. The calculation focuses on assessing the
capacity of prospective debtors, which is one of the focuses of bank assessment in the 5C
principle. The purpose of the repayment capacity (RPC) calculation index is to assess the ability
of prospective debtors to carry out their obligations. The results of the RPC calculation can
estimate how many times the prospective debtor will be able to make facile repayments.
Meanwhile, the installment to disposable income ratio is an index that calculates the percentage
of the debtor eligibility to obtain financing from the bank. The percentage must not exceed the
maximum limit set by bank policy. The maximum limit that can be approved by PT Bank BRI
Syariah Malang Soetta Branch Office is 80%.

Research conducted by Teresa (2012) shows that RPC significantly affects the return
rates on credit. However, there is a negative correlation between RPC and the rates of credit
repayment. Chikita (2014) stated that the determination of the financing provision in BRI Syariah
has six stages. In addition to these six stages, BRI Syariah KCP Setiabudhi also uses the basic
concepts of financing, namely, character, capacity, capital, collateral, and condition. The IDIR
calculation method in BRI Syariah lies in the capacity. The IDIR calculation method used in
assessing the feasibility of providing financing for small (micro) businesses has a positive effect
on the level of ROI profitability.

This study aims to identify and analyze the effect of the index calculation of RPC and
installment to disposable income ratio (IDIR) on the return rates on PBF at PT Bank BRI Syariah
Malang Soetta Branch Office. Both index calculations of RPC and IDIR are the core analyses
applied by PT Bank BRI Syariah Malang Soetta Branch Office in its financing distribution.
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Figure 4. Percentage of MSME Financing Distribution by PT Bank BRI Syariah Tbk (Quarter)
Source: https://lwww.brisyariah.co.id

LITERATURE REVIEW

Financial management (credit management) is a process carried out by a bank in an
integrated manner in channeling its planned and administered funds to avoid the risk of financing
(credit) itself. The financial management functions to manage the channeling funds by the bank
properly and in line with the bank’s vision, mission, and objectives. According to Ismail (2011),
financial analysis is a process carried out by a bank to assess a financing application that has
been submitted by a prospective debtor. The application of basic principles in providing financing
as well as in-depth analysis to prospective debtors will assist banks in avoiding the risk of financial
problems and returning the capital flows of bank. The 5C principles by Ismail (2011) are character,
capacity, capital, collateral, and condition of economy.

RPC is one of the analyzes performed by banks in assessing the feasibility of financing
disbursement and focuses on assessing the capacity of prospective debtors. This is one of the
focuses of bank assessment in the 5C principle. In PBF, the RPC value is obtained by calculating
the ratio by dividing the loans or installments of the prospective debtor in other locations with the
net profit obtained by the prospective debtor, multiplied by 75%. The 75% figure has been
determined by the bank, assuming that 75% of the income is a cost that can be used to pay its
obligations in the bank and the remaining 25% is used for unexpected expenses by prospective
debtors. The results of this RPC calculation will determine how many times the prospective debtor
will be able to return the distributed financing. The analysis of the RPC applied by PT Bank BRI
Syariah Branch Office Malang Soetta in PBF is calculated as follows:

In addition to the RPC calculation index, other calculations, such as IDIR, are used by
banks to determine the feasibility of financing distributed to prospective debtors. The IDIR
calculates the percentage of the total loan or installments of the prospective debtor (loans or
installments in other locations + loans or installments at the bank), which is then divided by the
potential debtor’s disposable income, multiplied by 100%. The percentage from the IDIR
calculation must not exceed the maximum limit set by bank policy, which is usually around 70—
80%. If the percentage result of the IDIR exceeds the maximum limit, the distribution of financing
is deemed not feasible to prospective debtors. PT Bank BRI Syariah Malang Soetta Branch also
applies the calculation index of the IDIR in distributing PBF and sets the maximum limit that can
be approved as 80%. The following is the calculation of the IDIR applied by PT Bank BRI Syariah
Malang Soetta Branch Office in PBF:

It will be risky for the bank if the distribution of PBF is carried out without any financing
analysis. Debtors can provide fictitious information, making the financing unfit for distribution. As
a result of errors or lack of prudential principles in conducting financial analysis, financing
becomes nonperforming and stuck. Nonperforming financing also becomes difficult to invoice due
to inaccurate debtor information. According to the Bank Indonesia Circular Letter Number
12/11/DPNP/31 March 2010, the return rates on financing are classified into five groups, namely,
performing (P), special attention (SA), sub-performing (SP), in doubt (D), and nonperforming (NP).
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According to Luh (2012), several factors that influence the return rates on financing are
grouped into three parts based on their characteristics: individual characteristics, business
characteristics, and credit characteristics. Meanwhile, Gabriela (2017) also stated that several
factors that influence the return rates on financing can be grouped into debtor characteristics and
business characteristics. Apart from these two groups of characteristics, there is another factor
that can influence the occurrence of nonperforming credit, which is the economic factor.

METHODS

The guantitative research with an explanative (explanatory) design was used to determine
the factors affecting the PBF return rates in the RPC and IDIR calculation indexes at PT Bank
BRI Syariah Malang Soetta Branch Office. A survey approach was used to obtain the data. The
survey method is a method that uses a questionnaire as the main instrument for data collection
(Sandu et al., 2015). This study only focuses on the effect of the RPC and IDIR variables on the
return rates (i.e., PBF). Thus, matters relating to the relationship between variables in PBF will be
the supporting/complementary materials in this research.

Population and Sample

The population in this study included all debtors of PBF at PT Bank BRI Syariah Malang
Soetta Branch Office. The total population is 2082 debtors, consisting of two subpopulations,
namely, PBF debtors with the return rates on performing financing and PBF debtors with the
return rates on nonperforming financing. Meanwhile, the minimum sample size described by Anak
and Anik (2017) for research using statistical data is 30. The same goes to the explanatory
method, where the accepted minimum sample size is 15 subjects per group. In this study, the
authors used purposive sampling as a sampling technique. Based on this, the sample criteria in
this study were micro PBF debtors and small PBF debtors at PT Bank BRI Syariah Malang Soetta
Branch Office that was still active until the end of 2019 and have been running for at least 2 years.

Data Collection and Analysis Techniques

Data was collected using several methods, including (1) questionnaire, which was distributed
to PBF debtors at PT Bank BRI Syariah Malang Soetta Branch Office; (2) interview, which was
conducted in an unstructured manner to the account officer in charge of the micro PT Bank BRI
Syariah Malang Soetta Branch Office; and (3) documentation, which involved 203 data related to
debtors with PBF nonperforming returns at PT Bank BRI Syariah Malang Soetta Branch Office
with several classifications, including gender, age, latest formal education, number of family
dependents, debtor status, length of business, business operating hours, working capital,
business profits, operating costs, household expenses, business turnover, BRIS installments,
other installments, and total installments. The data collection also followed the purposive
sampling technique.

The data were analyzed through quantitative analysis. The type of quantitative analysis
technigue used in this research was inferential statistical analysis to draw conclusions and make
decisions based on the analysis.

Table 1. Variable Operational Definition

No. Type of PBF Total
1 Micro PBF 83
2 Small PBF 120

Total 203

Source: Authors lllustration (2020)
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Correlational Analysis: Logistic Regression

Correlation analysis is an analysis to identify the correlation or influence between two or
more variables. In correlation analysis, a logistic regression analysis model was used to observe
the effects of the factors contained in the RPC and IDIR indexes on the return rates on PBF at
PT Bank BRI Syariah Malang Soetta Branch Office. The logistic regression used was binary
logistic regression, where the response variable has only two values (Gujarati, 2003), namely,
performing and nonperforming, with no classical assumption test (normality test, multicollinearity
test, heteroscedasticity test, and autocorrelation test). According to Agus and Nano (2016), the
classical assumption test is a statistical requirement that must be fulfilled in multiple linear
regression analysis based on the ordinary least square (OLS). Thus, regression analysis that is
not based on OLS does not require the classical assumptions test, such as logistic regression or
ordinal regression. The logistic regression model used was as follows:

Li=Ln=B0+B1 X1+B2X2+........ + Bk Xk

Research Hypothesis

Based on the above description, the stages required to test the hypothesis are as follows:
H1: Debtor’'s ability to make a repayment based on the RPC and IDIR index, namely, working
capital, business profits, operational costs, household expenses, business turnover, BRIS
installments, and other installments. RPC and IDIR affect the return rate on PBF at PT Bank BRI
Syariah Malang Soetta Branch Office.

RESULTS

Data Analysis in the RPC Components
Operating Costs

The operational cost variable produces a significance value (sig.) of 0.006 with a negative
regression coefficient of —1.838. The significance level value (sig.) was smaller than a = 5%,
indicating that HO was rejected. This means that the operational cost variable has a partially
significant effect on the return rates on financing. The negative regression coefficient implies that
the higher the operational costs, the lower the chances of the return rates on financing. The odds
ratio variable for operating costs was 0.159, describing one unit increase in operating cost will
reduce the return rates on financing by 0.159 times from the previous one.

Business Profits

The business profit variable produces a significance value (sig.) of 0.011 with a negative
regression coefficient of -2.699. The significance value (sig.) was smaller than a = 5%, indicating
that HO was rejected. This portrays that the business profits variable has a partially significant
effect on the return rates on financing. The negative regression coefficient results indicate that
the higher the business profits, the less the chances for the return rates on financing. The odds
ratio of the business profit variable was 0.067, describing that one unit increase in business profit
will reduce the chances of a return on financing by 0.067.

Business Turnover

The business turnover variable produces a significance value (sig.) of 0.011 with a positive
regression coefficient of 2.185. The HO hypothesis was rejected because the result of the
significance value (sig.) was smaller than a = 5%. This means that the business turnover variable
has a partially significant effect on the return rates on financing. The positive regression coefficient
portrays that the business turnover is parallel with the return rates on financing. The odds ratio of
business turnover was 8.890, indicating that one unit increase in the business turnover will
increase the return rates on financing by 8.890 times from the previous one.

BRIS Installments

The BRIS installment variable produces a significance value (sig.) of 0.018 with a negative
regression coefficient of —0.134. The significance value (sig.) was smaller than a = 5% (HO was
rejected), which means that the BRIS installment variable has a partially significant effect on the
return rates on financing. The negative regression coefficient indicates that the BRIS installment
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contradicted with the chances of return rates on financing. The odds ratio for the BRIS installment
variable was 0.875, which means that one unit increase in the BRIS installment will reduce the
return rates on financing by 0.875 times from the previous one.

Household Expenses

The household expense variable produces a significance value (sig.) of 0.033, smaller than
a = 5% (HO was rejected), indicating the household expense variable has a partially significant
effect on the return rates on financing. The positive regression coefficient results (1.593) describe
that the household expenses are in line with the chances of the return rates on financing. The
odds ratio of the household expense was 4,919, which portrays one unit increase in household
expenses will increase the return rates on financing by 4,919 times from the previous one.

RPC

The RPC variable produces a positive regression coefficient of —0.259 with a significance
value (sig.) of 0.550, which was greater than a = 5%, indicating that HO hypothesis was accepted.
It means that the RPC variable has a partially insignificant effect on the return rates on financing.
The odds ratio of the RPC variable was 0.772, which means that one unit increase in the RPC
will reduce the return rates on financing by 0.772 times from the previous one.

Data Analysis in IDIR Components

Operational Costs

The operational cost variable produces a significance value (sig.) of 0.006 (a < 5%),
indicating that HO was rejected. This means that the operational cost variable has a partially
significant effect on the return rates on financing. The negative regression coefficient results
(—1.838) imply that the operational costs contradicted with the chances of the return rates on
financing. The odds ratio for operating costs was 0.159, which means that an increase in one-unit
operating cost will reduce the return rates on financing by 0.159 times from the previous one.

Business Profits

The business profit variable produces a significance value (sig.) of 0.011 with a negative
regression coefficient of —2.699. The significance value (sig.) was smaller than a = 5% (HO was
rejected), which means that the business profits variable has a partially significant effect on the
return rates on financing. The negative regression coefficient implies the negative relationship
where the higher the business profits, the less the chances for the return rates on financing. The
odds ratio of the business profit variable was 0.067, which means that one unit increase in
business profit will reduce the chances of a return on financing by 0.067 times.

Business Turnover

The business turnover variable produces a significance value (sig.) of 0.011, which was
smaller than a = 5% (HO was rejected), which means that the business turnover variable has a
partially significant effect on the rate of return on financing. The business turnover variable also
produces a positive regression coefficient of 2.185, which portrays that the business turnover
parallels with the chances of the return rates on financing. The odds ratio for the business turnover
was 8.890, which means that one unit increase in the business turnover will increase the return
rates on financing by 8.890 times from the previous one.

BRIS Installments

The BRIS installment variable produces a significance value (sig.) of 0.018 with a negative
regression coefficient of —0.134. The significance value (sig.) was smaller than a = 5% (HO was
rejected), which means that the BRIS installment variable has a partially significant effect on the
return rates on financing. The negative regression coefficient indicates that the BRIS installment
contradicted with the chances of return rates on financing. The odds ratio for the BRIS installment
variable was 0.875, which means that one unit increase in the BRIS installment will reduce the
return rates on financing by 0.875 times from the previous one.
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Household Expenses

The household expense variable produces a significance value (sig.) of 0.033, smaller than
a = 5% (HO was rejected), indicating the household expense variable has a partially significant
effect on the return rates on financing. The positive regression coefficient results (1.593) describe
that the household expenses are in line with the chances of the return rates on financing. The
odds ratio of the household expense was 4,919, which portrays one unit increase in household
expenses will increase the return rates on financing by 4,919 times from the previous one.

Other Installments

The variable of other installment produces a significance value (sig.) of 0.065 with a
negative regression coefficient of —0.074. As the significance value (sig.) was greater than a =
5%, then the HO hypothesis was accepted, indicating that the other installment has a partially
insignificant effect on the return rates on financing. The odds ratio for other installment variable
was 0.929, which portrays that one unit increase in another installment will reduce the return rates
on financing by 0.929 times from the previous one.

Total Installment

The total installment variable produces a significance value (sig.) greater than a = 5%
(0.077) (the HO hypothesis was accepted), which means that the total installment variable has a
partially insignificant effect on the return rates on financing. The total installment variable also
produces a positive regression coefficient of 1.394. The odds ratio of the total installment variable
was 4.030, which means that one unit increase in the total installment will increase the return
rates on financing by 4.030 times from the previous one.

IDIR

The IDIR variable produces a significance value (sig.) of 0.135, greater than a = 5%,
indicating that the HO hypothesis was accepted. This means that the IDIR variable has a partially
insignificant effect on the return rates on financing. The IDIR variable also produces a positive
regression coefficient of —0.480. The odds ratio value of the IDIR variable was 0.619, which
means that one unit increase in IDIR will reduce the return rate on financing by 0.619 times from
the previous one.

DISCUSSION

The Effect of Operational Costs on the Return Rates on Financing

From the logistic regression analysis, it is known that the higher the operational costs for a
debtor’s business, the lower the chances that the debtor will return the financing facilely. When
the operational costs are high, it means that the expenses to be borne by the debtor will be even
greater, and it will reduce the fund allocation that has been provided by the debtor to make a
refund. It leads to the lower ability of debtors to pay installments or return on financing. If the
debtor's income is fixed but the debtor’s operational costs or expenses increase (unexpected
costs), then the chances for nonperforming financing may occur.

The results of this study are per the RPC and IDIR index calculation theory, which states
that operating costs will affect the RPC and IDIR indexes. Increased operational costs or business
costs will have an impact on reducing the net profit and disposable income, affecting the RPC
and IDIR index calculation. The RPC and IDIR indexes are considered to reflect the ability of a
debtor to pay back the financing.

The Effect of Working Capital on the Return Rates on Financing

The working capital variable has a significant effect on the return rates on financing and
has a positive relationship with a positive regression coefficient value of 0.382. It shows that as
the working capital owned by the debtor is increased, the chances of the debtor returning the
financing facilely will also increase. The debtor must have initial working capital in running their
business. If the debtor relies solely on working capital distributed by the bank, a deficit in business
funds and business fails may occur, causing the debtor to fail to make a refund (nonperforming
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financing). Therefore, working capital is one of the variables that must be considered by banks as
it can affect the ability of debtors to pay back the distributed financing.

The results of this study were in line with research conducted by Kadek et al. (2017), which
states that accounting information, such as balance sheets, is needed by banks to assess how
the debtor is running their business (business ability) and to find out whether the debtor can make
credit repayments facilely or not. However, the results of this study contradict the results of
research by Sena (2007), which explains that when a debtor’s working capital increases, it will
increase the credit risk. When the working capital of the debtor increases, the creditor is more
confident in providing greater credit, and the risk of nonperforming loans increases.

The Effect of Business Profits on the Return Rates on Financing

From the results of the logistic regression analysis, the business profits variable has a
significant effect on the return rates on financing, which states that when the profit earned by the
debtor is getting higher, the chances of the debtor paying the refund facilely will get lower. It can
happen because when the debtor gets high business profits, the debtor is likely to use their
income for personal needs, thereby increasing the borne expenses. Several cases also show
debtors’ behavior when they received high business profits, thinking that their business must
continue to grow and will add financing from other parties which will also increase the debtor’s
loans, while the profits earned run unstably.

The results of this study contradict previous research by Luh (2012), which states that
business profit has a significant effect on credit return and has a positive correlation, as business
profit is a source of credit repayment so that business profit can affect the repayment ability of the
debtor. This finding also contradicts the research by Gabriela (2017), which explains that as the
business profit is getting higher, the business management capability of the business owner will
get better, and the debtor is expected to pay off loans with a high business profit rate.

The Effect of Business Turnover on the Return Rates on Financing

The business turnover variable has a significant positive effect on the return rates on
financing, indicating that as the business turnover is increased, the chances of the debtor to repay
the financing facilely will also increase. Business turnover is the debtor income obtained from
their business activities. The debtor’s ability for repayment is determined by the income earned
as it is a source of funds that will affect the debtor’s ability to pay. When the debtor’s business
income decreases, the debtor's repayment ability will also decrease as the debtor will not have
enough funds for repayments.

The results of this study are in line with previous research conducted by Anita (2015) that
explains the business turnover variable has a significant and positive influence, as the business
turnover is a source of financing repayments so it can affect the debtor’s ability to repay. The
greater the monthly business turnover of a debtor, the greater the debtor’s ability to make the
financing repayments as there is an extra budget available for installments.

The Effect of BRIS Installments on the Return Rates on Financing

The BRIS installment variable has a significant and negative effect on the return rate on
financing. BRIS installment is the number of installments owed by the debtor from the distributed
financing by PT Bank BRI Syariah Malang Soetta Branch Office. BRIS installment will negatively
affect the return rates because the debtor loans are in line with the number of installments. The
number of installments that must be paid by the debtor will affect the repayment ability. As the
repayment ability is getting lower, the debtor will find it difficult to make high repayments, causing
nonperforming financing.

The results of this study contradict the research result by Anna and Dwi (2011), which
explains that the variable of monthly liability, in this case principal installments and interest, has
a significant and positive correlation to credit repayment. The increase in the number of liabilities
per month will be followed by an increase in credit repayments with the same shifts, as the
increase in liabilities per month that must be fulfilled by the debtor is still under the debtor’s ability
to pay.
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The Effect of Household Expenses on the Return Rates on Financing

In contrast to the operational cost variable, the household expense variable has a significant
and positive effect on the return rates on financing, which means that the higher the household
costs incurred by the debtor, the higher the possibility of the debtor to make repayments facilely.
It is because household expenses are not a fixed cost and will not reduce the allocation of funds
that have been provided by the debtor to make repayments (which are fixed costs). Thus, the
increase in household expenses will not cause the nonperforming financing for the debtor.

The results of this study contradict the research results of Teresa (2012), which show that
household expenditures do not have a significant effect and have a negative correlation on RPC.
Teresa stated that as the number of family dependents increases, the debtor’'s expenses would
also increase, leading to nonperforming financing. The results of this study do not follow the
calculation theory of the RPC and IDIR indexes, which explains that an increase in household
costs will have an impact on the decrease in net profits and will affect the calculation results on
the smaller RPC index. A smaller RPC index indicates the decrease in disposable income, thus
affecting the calculation results of the greater IDIR index.

The Effect of Other Installments on the Return Rates on Financing

Other installments are the number of installments by the debtor from financing disbursed
by other parties. Other installment variable does not have a significant effect on the return rates
on financing, as the bank has the other installments taken into consideration before disbursing
the financing. If the bank continues to approve the financing, the bank has considered that the
debtor can make a performing repayment on financing, so that the debtor will not experience
problems in making refunds even though he/she has installments elsewhere.

The results of this research did not follow the RPC and IDIR indexes used by banks, in
which the other installment variable has a significant effect on the calculation results of the RPC
and IDIR indexes that will reflect the debtor’s ability to make financing repayments. The results of
this study also contradict the study by Visit et al. (2005), who argue that loans or credits at other
banks have a significant effect and have a negative correlation to credit repayment, stating that
the more installments the debtor has, the higher the chances of nonperforming credit to occur.

The Effect of Total Installments on the Return Rates on Financing

The total installment is the number of installments owed by the debtor from several
parties, including PT Bank BRI Syariah Malang Soetta Branch Office. From the logistic regression
analysis, the total installment variable does not have a significant effect on the return rates on
financing. Just like the other installment variable, the total installment variable has become an
initial consideration by the bank in deciding on the financing, so it is considered as a non-obstacle
for the debtor to make the repayments. Besides, the debtor with a greater total installment means
that he/she has a huge business with high capability and profitability. In this case, the bank may
be confident in disbursing financing, and the debtor is considered capable to make a performing
repayment.

This study supports the results of Luh’s (2012) research, which explains the loan number
variable does not significantly affect the rate of credit repayment as each debtor has gone through
the analysis process regarding the loan number, and the bank considers the debtor to be able to
repay it. In contrast, the research by Gabriela (2017) states that the loan number submitted can
explain the debtor’s repayment ability. The risk of nonperforming financing may increase as the
loan number increased.

The Effect of RPC on the Return Rates on Financing

The RPC variable does not have a significant effect on the return rates on financing. It
can happen because the indicators contained in the calculation of the RPC index do not have an
influence or positive correlation with the return rate on financing. However, it is known that the
calculation of the RPC index is the basis for banking analysis in determining whether the debtor
is capable to make a repayment. The results of this study on the variables included in the
calculation of the RPC index, such as business profits, household expenses, and installments,
cause no significant effect of the RPC index on the return rates on financing.

The results of this study support Teresa’'s (2012) research result, which states that the
increase in the RPC variable does not reflect a performing return rate on financing. It is because
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when the debtor experiences an increase in business production costs that are not followed by
the profit, the debtor prioritizes household expenses than his/her liabilities to make a repayment,
and the funds obtained from the bank may be used to meet the household needs and pay debts.
However, this study also contradicts the results of Mas’s research (2018), which states the RPC
has a positive impact in reducing the risk of nonperforming financing.

The Effect of IDIR on the Return Rates on Financing

The same with the RPC variable, the IDIR variable does not have a significant effect on
the return rates on financing, because the indicators in the IDIR index calculation do not have an
effect or a positive correlation to the return rate on financing. The indicators contained in the IDIR
index calculation, such as variables of business profits, household expenses, BRIS installments,
other installments, and total installments, do not have a significant effect on the return rates on
financing.

The results of this study are in line with the result of Purlisana’s research (2018), which
states that the determination of the lease amount to the debtor by the calculation of IDIR index is
not under Fatwa No. 09/DSN-MUI/IV/2000, resulting in the risk of nonperforming financing as the
debtor is unable to pay his/her liabilities. However, the results of this study reject the results of
Chikita’s (2014) research, which explains that the calculation of the IDIR index used in assessing
the feasibility of providing financing for small (micro) businesses has a positive effect on the ROI
profitability rate. This study also rejects the result of Wery’s research (2015), which shows that
the indicators contained in the IDIR ratio have a significant effect on the risk of nonperforming
financing of a debtor.

The Effect of Gender on the Return Rates on Financing

From the comparative analysis, the gender variable does not have a dependent
correlation to the return rates on financing. Gender is considered to have no impact on running a
business. As long as the debtor can manage his/her business facilely, the return on his/her
financing will be considered as performing.

The results of this study are in line with research result of Gabriela (2017), which states
that gender does not affect the occurrence of nonperforming credit because the bank only pays
attention to the bookkeeping business transactions that are feasible to be financed. However,
Anna and Dwi (2011) argue that the gender variable can determine the debtor’s behavior in
returning credit on time. Men tend to make the repayments more performing compared with
women.

The Effect of Age on the Return Rates on Financing

There is a difference in the age proportion of debtors with performing and nonperforming
financing, indicating that the age variable affects the behavior of a debtor in making repayments.
Younger debtors tend to have higher productivity than older debtors in managing the business,
so older debtors are more at risk of nonperforming financing than younger debtors. The level of
productivity will affect the profit obtained by the debtor used for financing repayments. In addition,
older debtors tend to have more household expenses than younger debtors. Thus, older debtors
have relatively less profit compared to younger debtors. However, the chi-square value from the
test results shows that the age variable does not have a dependent correlation to the return rate
on financing.

The results of this study support the research conducted by Gabriela (2017), which states
that age is considered not to effect the credit repayments, because the ability of the debtor’s
business is a major factor for banks in making a performing repayment. In contrast, research by
Teresa (2012) states that as the respondents get older, the productivity level and the ability to
adapt in the business section changes will be lower, which leads to relatively less net income of
older respondents than younger respondents.

The Effect of Latest Formal Education on the Return Rates on Financing

The latest formal education has no dependency correlation with the return rates on
financing. Formal education level does not determine the ability of a debtor to return the financing
facilely; thus, it cannot be used as a benchmark to reduce the risk of nonperforming financing. In
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general, a good debtor’s character is in line with the formal education taken by the debtor. Good
characteristics include having a sense of responsibility and discipline in paying its obligations. But
in fact, a person’s character is influenced by other factors such as customs and social
environment.

This result support Luh’s (2012) research, which explains that the level of education has
no significant effect on credit repayment rates, as the character of the debtor is not only influenced
by the level of education but also other factors such as customs or the culture of the surrounding
environment. Gabriela (2017) also explains that the level of education is considered to not affect
credit repayments because business innovation is needed to maintain and expand a debtor’s
business so that credit repayments can run facilely. The bank values that the level of education
does not reflect the debtor’s ability to manage a business for what has been learned in theory is
different from what will be faced in the reality. The results of this study reject the research results
of Anita (2015), which states that the level of education has a significant effect on the return rates
on financing, because the level of education shows a person’s daily personality and attitude. This
means that the higher a person’s education level, the more disciplined and responsible the debtor
is in fulfilling the liabilities to pay the financing installments.

The Effect of Family Dependents on the Return Rates of Financing

The number of dependents in the family has no dependency correlation with the return
rates on financing. The number of family dependents does not determine a debtor’s ability to
make a repayment facilely. Thus, it cannot be used as a benchmark to reduce the risk of
nonperforming financing. As the repayment on financing is a fixed cost, the debtor’s income will
be reduced by the installment first, and the rest will be used for consumption or household needs.

Gabriela (2017) states that the number of family dependents is not an influence in
repaying loans because most debtors already have their funds used for family needs. In contrast,
Anita (2015) argues that the number of family dependents is parallel with household needs, which
results in increased living expenses that must be fulfilled. Anna and Dwi (2011) also stated that
debtors with more family dependents tend not to facilely repay their loans. Debtors who have a
larger number of dependents will have a larger proportion of family expenditures so that the
revenue allocation for other expenses (including paying credit) is smaller.

The Effect of Debtor Status on the Return Rates on Financing

As mentioned above, the number of family dependents has no dependency correlation
with the return rates on financing. The position of the debtor in the family cannot determine a
debtor’s ability to make a repayment facilely, so it cannot be used as a benchmark to reduce the
risk of nonperforming financing. For example, debtors with married status may have more risk
rate than widows/widowers and unmarried debtors.

This result contradicts the theory that the debtor’s status indicates how many family
dependents the debtor will bear. When a debtor is married or is a widow/widower and acts as the
head of the family, the number of dependents will increase and affect the debtor’s ability to make
the repayments. It is different from unmarried debtors who do not have family dependents and
are assumed to make the repayments more facilely.

The Effect of the Length of Business on the Return Rates on Financing

The length of business does not have a dependency correlation on the return rates on
financing. It can happen because several types of business do not require a lot of experience or
special expertize, for example, a debtor who can choose the right target market so that it can
compete and survive well. In addition, the variety of business products offered by debtors as a
business owner is an important factor in determining the business development. For example, a
business with no innovation or only offers one type of product will have difficulty to develop, even
though the business has been running for a long time.

Luh (2012) argues that business experience has no significant effect on the return rates
of credit repayment because high experience and expertize are unnecessary in opening a
business. Business experience does not indicate good business capabilities or high operating
profits. Even though the debtor’s business has been running for years or generations, if it is
unfollowed with innovation, it will lose against other entrepreneurs with more sophisticated
technology to keep up with the flow of innovation (Gabriella, 2017). In contrast, Anita (2015)
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shows that the length of business affects the return on mudarabah financing. A person’s business
experience often determines the success of the business. The longer a person runs a business,
the more reliable the person is in managing the business. Thus, the profits will also increase,
which in turn will be used for repayments.

The Effect of Business Operating Hours on the Return Rates on Financing

The daily operational hours of a business cannot determine the debtor’s ability to
return financing facilely. This study shows that the debtors with 6—8 business operating hours are
more likely to experience nonperforming financing than those with less (<5 h) and more (9-12 h
and >12 h) operating hours. Operating hours are deemed ineffective in assessing the ability of
debtors to make the repayment. If the business operating hours are not followed by the income
obtained, it will increase the operational costs, such as salary expenses and electricity expenses,
among others.

This result is in line with the theory of the RPC and IDIR indexes calculation,
where an increase in business operating hours unfollowed by profit will increase the operating
costs, affecting the calculation results of the RPC and IDIR indexes. If business operating costs
increase as a result of increased operating hours unfollowed with profit, then the allocation for
repayments will decrease. This leads to a decrease in the debtor’s ability to repay the financing.

CONCLUSION

Based on the research results, among the ten factors in the RPC and IDIR components,
only six factors have a significant effect on the return rates on PBF at PT Bank BRI Syariah
Malang Branch Office Soetta. These factors are working capital, business profits, operating costs,
household expenses, business turnover, and BRIS installments. It indicates that the analysis of
these variables needs to be considered, as there is a variable that is not taken into account in the
RPC and IDIR indexes, namely, working capital.

The results showed that several components of RPC and IDIR have no significant effect
on the return rates in PBF at PT Bank BRI Syariah Malang Branch Office Soetta, namely,
business profits, household expenses, BRIS installments, other installments, and total
installments. This means that the RPC and IDIR analyses, which are the main analyses used by
PT Bank BRI Syariah Branch Malang Soetta, need to be reconsidered, as both indexes cannot
reduce the risk of nonperforming financing.
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