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Abstrae

Thiv study gimed of identifving the effect of board governgnce on performance of
Regional Development Bank (BPD) in Indonesia, measured by return on assety (R04),
rvefien on equily (ROE), ratio of operating expenses fo operating revennes (BOPO) and
Net Interest Margin (NFW). The units af analysis are 21 BPDs thai alveady change their
satuy beepme corporaiion (PT) for the period 2006-2007, The study resulis ave as
Jollewe: (1) independent commissioners have positive impact fo performance of BPD
measired by ROA and BOPObw insignificant impact to ROE and NIM (2} politician
representation on the board increase the performance aof BPD, but the study do rof found
a significant relationship, (3) edvcational qualifications alvo have po sionificant
relationship fo performance of BPD, and (4) there §s a positive vign of a BPD in
implementing sound corporate governance in order to fulfill the Ideal Tndonesion

Banking Architecture,

Keywords: hoard governance, independemt commissioners, politician, educational
gualifications, RO, ROE, BOPO and NTAM



CHAPTER I

INTRODUCTION

.1 BACKGROUND

The existence of Regional Development Bank which alse known as Bank
Pembangunan  Daerah (BPD) in the Natjopal Banking Industry cannot be
underestimated, They keep straightening up their business and lryving markel
penetration in order to [ace competition as well as commercizl bank, Total asset of all

BPD has been increased since 2003 until 2007, as displayed in the following table:

Table 1
Year | Total Assets of all BPD }
2005 Rp. 106.4 Trillion U]
2006 Rp. 1594 Trillion
R T Rp. 170 Trillion

Source: Progress, 2008,

We can see from table that in 2006, wotal assets of all BPD increase 50% [rom
the total assets in 2005, and in 2007 lotal assets of BPD became Rp. 170 Teillion and
if we compare to total assets of commercial banks, BPD is in the fifth rank after Bank
Mandin, Bank Central Asia (BCA), Bank Rakyat Indonesia (BRI} and Bank Nepara

Indonesia (BNT), as displayed in the following table;



Tahle 2

Comparing Total Asset of all BPD with Commercial Banks

No. Bank Tomal Asset- year 2007
1 | Bank Mandir Bp. 306.3 Teillion
2 | Bank Central Asia (BCA) Ep. Z18.6 Trillion
3 | Bank Rakvat Indonesia (BRI) Rp. 204 Trillion
4 | Bank Negara Indonesia (BNT} Rp. 184.4 Trillion
5 | Bank Pembangunan Daerah (BPD) | Rp. 170 Trillion
6| Bank Danamon | Bp. 86.6 Trillion
7 | Bank Niaga Rp. 54.7 Trillion

Source: Progress, 2008

In addition, BPD already has 1300 branch office dispersed in all of
Indonesia’s islands (Propress, Apol 2008). [t means that pesition of BPT is ought to
be count, However, they still run partly in national banking competitive constellation.
Consequently, these potential assets cannot utilize oplimally vet.

Established by provincially-government based on UU Nomor 13 Tahun 1962,
BPD have main objective enhancing the regional economic and financing the regional
project. They cover investment credit, consumption credit and working capital credit
focusing on LUMEM (Usaba Mikre Kecil dan Menengah) scetor. For example, during
2008, 13 BPD namely Bank DKI, Bank Bali, Bank Magari, Bank Iatim, Bank lateng,
Bank Bengkulu, Bank Sumut, Bank Sumsel, Bank Jambi and BPD Yogyakariz allied
for deliver syndication credit for infrastructure development in Muke-muko,
Bengkulu and 4 BPD (Bank DKL Bank Jatim. Bank Kalbar and BPIDY Kaltim) took

part in financing PLTU in west Kalimantan, We can see that BPD in their nature have

[



CHAPTER V

CONCLUSIONS AND IMPLICATIONS

The preceding chapter has presented the empirical results and this chapler
provides conclusions drawn from the findings and discussions presented in the
previous chapter, followed by an assessment of the potential limitatjons present in
this study and possible fiture directions far research.

5.1 Conclusions

This research investipates the significant influence of board BOVEMANCe
toward performance of regional development bank, The hoard BOVEMANCE are
represented by board composition (independent commissieners and politicizn) and
board characteristics {educational gualification), while financial performances are
profitability measured by ROA and ROE and efficiency measured by BOPO and
MWIM.

The result indicates that the anly propertion of independent commissioner is
having a significant influence towards ROA and BOPO. In conirast, the research
findings show the insignificant influence of independent commissioners taward ROE
and NIM. Meanwhile. the resulls of propartion of politician and member of board
with doctorate degree shows insignificant influence toward performance of regional

development bank represented by ROA, ROE, BOFO and NIM,
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