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Abstract

Recently, the OJK has encouraged Shariah banks to go public to obtain new
funding sources for business expansion, increasing corporate value and image. In
fact, are Sharia Banks that go public better than non-go public. Therefore, this
study aims to test whether the health of Sharia Banks that go public is better than
non-go public. Observation data used 122 Sharia Banks during the 2014-2022
period. Using an independent sample t-test and RGEC health indicators, we find
that Sharia Banks that go public have better health than non-go public but are not
significantly different. These results also indicate why Sharia Banks go public are
not as many as Conventional Banks. Sharia Banks adhere to the principle of
prudence, including going public. If going public does not significantly change the
health and performance of a Shariah Bank, the initiative to go public needs to be
careful because ownership will transfer to shareholders. It will be a problem if
shareholders do not understand Sharia principles.
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Introduction

Why do companies need to go public? Because companies need funding
for future growth (Brau, 2012). Banks need funds to develop and run their
business. Bank funds are usually sourced from customers, but the Bank also
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requires a fund with a long-term maturity. Going public is a strategic way for
industry and banks to obtain long-term funds (Hasan & Parera, 2021). Banks can
use these long-term funds according to their medium and long-term credit
funding portfolios. These funds can reduce the Debt-to-Equity Ratio (DER),
reducing bank risk (Karyadi et al., 2006). Decreasing bank risk will increase
returns so that bank performance becomes better.

Apart from obtaining new funding, according to the Financial Services
Authority (OJK), there are several benefits to a company if it goes public, namely
increasing the company's value, improving corporate image, maintaining business
continuity, and tax incentives. In addition, companies can increase their
bargaining power and company transparency with investors (Rajan, 1992; Brau,
2012), increasing the prestige and publicity of the company (Harahap, 2011).
Whatever the reason, the decision to go public or IPO (Initial Public Offering)
will impact the company regarding finance, accounting, and operations (Pastusiak
et al.,, 2010).

Going public with public ownership of shares will lead to direct oversight
by the community in managing the company. It will encourage management to
manage and improve company performance (Yuli, 2006). Several previous
studies have shown that companies with an IPO have better performance than
before the IPO (Kinyua et al., 2013; Chancharat et al., 2012; et al., 2016). The
opposite finding is that companies before the IPO have better performance than
before the IPO (Permana & Marwardika, 2022; Wirajunayasa & Putri, 2017).
Other research has also found no difference in company performance before and
after the IPO (Sulaksana & Supriatna, 2019; Marsandy et al., 2018).

In the banking sector, Karyadi et al. (2006) found that Bank Mandiri's
performance was better after the IPO than before the IPO. Hasan & Parera
(2021) found that BRI Sharia petformed better after go public. Budi (2017)
compared conventional banks that go public with the non-go public. The
findings show that the performance of banks that go public is not different from
non-go public banks. Panu et al. (2017) found no significant difference in the
earnings and capital of Regional Development Banks that go public and non-go
public.

The question is, how about Islamic banking, do Islamic commercial
banks that go public perform better than non-go public or vice versa? Because
research is still rare that focuses on the performance or health of Sharia Banks
that go public and non-go public, it is important to research to provide an
overview of how significant the implications are if Sharia Banks go public.
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Hypotheses Development

The bank's health is in the interest of all parties (stakeholders), namely
owners, managers, the community, and the government as regulators. A healthy
bank is a bank that can carry out its functions propetly, for example, maintaining
public trust, intermediary functions, maintaining payment traffic, and
implementing monetary policy (Utama, 2006; Afrialdy & Suripto, 2020).

According to RI Law No. 21 of 2008 about Islamic Banking, Sharia
Banks, in carrying out their activities, must be based on Sharia principles,
economic democracy, and the principle of prudence. Activities based on sharia
principles are legal principles regulated by the fatwa of the Indonesian Ulema
Council, such as the principles of justice and balance of benefit, universalism, and
do not contain elements of usury, maysir, gharar, haram, and unjust (Munira et
al., 2022; Lestari et al., 2020).

Based on the regulations of the Financial Services Authority (OJK)
n0.8/POJK.03/2014) and OJK circular letter no. 10/SEOJK.03/2014, that the
level of the soundness of Islamic commercial banks and Islamic business units
with RGEC, namely by using the Risk Profile, Good Corporate Governance
(GCG), Earnings, and Capital approaches. Risk Profile can be measured with
NPF indicators; GCG can include governance structures, processes and
outcomes; Earning can be measured by ROA and Capital can be measured by
the CAR indicator (Rizal & Humaidi, 2021; Lestari et al., 2020; Afrialdy &
Suripto, 2020).

Banks that go public or IPO get many funds. These funds can strengthen
capital reserves, thereby reducing bank risk. In addition, these funds can be used
to develop investments and financing to increase bank returns and performance.
After going public, public ownership of shares leads to direct oversight by the
public and oversight by regulators. With supervision and following the rules that
the regulator has given, banks are more careful in managing and channeling
financing so that problematic financing does not arise. Therefore, the hypothesis
proposed is:

H1: NPF of Sharia Banks that go public is better and significantly different than
non-go public.
H2: GCG of Sharia Banks that go public is better and significantly different than
non-go public.
H3: CAR of Sharia Banks that go public is better and significantly different than
non-go public.
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H4: ROA of Sharia Banks that go public is better and significantly different than
non-go public.

Methods

This study uses a sample of Sharia Banks (BS) registered with OJK. Until
2022 there are four BS that goes public. The four banks include Bank Sharia
Indonesia, Bank BTPN Sharia, Bank Panin Dubai Sharia, and Bank Aladin Sharia.
However, before the merger to become Bank Sharia Indonesia, BRI Shatria had also
gone public. In 2021, it merged with BNI Sharia and Mandiri Sharia to become
Bank Sharia Indonesia. Observation data for the 2014-2022 period, where from
2014 - 2020, there were 14 Sharia Banks, and in 2021-2022 there were 12 Sharia
Banks because three banks had merged. Thus, the observation data used is 14
banks times seven years (2014-2020) plus 12 banks times two years (2021-2022),
so the total of all observation data becomes 122 bank years.

Variable Measurement

Measurement of bank health based on RGEC (Risk Profile, Good
Corporate Governance, Earning, Capital) includes the variables NPF, GCG,
CAR, and ROA presented in table 1.

Table 1. Variable Measurement

Variables Measurement

NPF (Non-Performing | Total Financing Problem / Total
Financing) Financing

GCG (Good Corporate = Using the score:

Governance) Level 1 (Excellent) = 5,

level 2 (Good) = 4,
level 3 (Fair) = 3,
level 4 (Poor) = 2,
level 5 Bad) =1
CAR (Capital Adequacy Ratio) Capital / Risk Weighted Assets
ROA (Return on Asset) Net profit / Total Assets
GoP (Go Public) Dummy variable, value 1 if it goes public
and 0 if it does not go public
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Analysis and Discussion

Based on table 2, the health of Sharia Banks (BS) that go public and non-
go public can be described as follows. BS has an average non-performing
financing (NPF) of 2.4%. It means that BS has a healthy NPF value because it is
in the area of 2% < NPF < 5% (SEBI No. 13/24/DPNP/2011). Meanwhile,
banks that go public have an average problem financing that is better or smaller
than non-go public (0.016 < 0.025).

Table 2. Descriptive Statistics

Non-
Var. Full Go public go
sample public
Min. Max. Mean Std. Mean | Std Mean | Std
0.000 0.220 | 0.024 0.029
NPF 0.016 | 0.004 | 0.025 @ 0.003
2.500 5.000 | 3.935 0.581
GCG 4.000 | 0.069 | 3.921 @ 0.062
0.115 3.905 | 0.353 0.528
CAR 0.541 | 0.187 | 0.314 | 0.042
-0.201 0.134 | 0.011 0.044
ROA 0.014 | 0.015 | 0.010 @ 0.004
Obs
122 21 101
N)

BS has an average Good Corporate Governance (GCG) score of 3.921.
It shows that, in general, the corporate governance of BS is good. Meanwhile,
banks that go public have an average GCG better than non-go public (4 > 3,921).
Furthermore, BS has a very healthy average capital adequacy (CAR) because it
has a CAR of > 12%, namely 0.353%. Meanwhile, banks that go public have
better capital adequacy than non-go public (54.1% > 31.4%)).

Finally, BS has an average performance (ROA) of 1.1% in a fairly healthy
category because it is in the range of 0.5% < ROA = 1.25%. Meanwhile, banks
that go public have healthier performance than non-go public (1.4% > 1%). Thus
it can be concluded that go-public Sharia Banks have healthier RGEC indicators
than non-go public.
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Hypothesis Testing

Based on the average descriptive statistics above, BS go public has better
NPF, GCG, CAR, and ROA than non-go public. Even though BS go public is
better than non-go public, is there a significant difference? Therefore, to answer
H1, H2, H3, and H4, further testing is needed using an independent samples t-
test. Before the independent samples t-test, the variance homogeneity test was
first carried out on the NPF, GCG, CAR, and ROA.

Then test the homogeneity of variance by looking at the Leven statistical
value in table 4, where the Lenvene value of the NPF variable has a p-value >
0.05 (0.188). It means that there is a homogeneity of variance between groups of
NPF variables. On the other hand, GCG, CAR, and ROA have p-values <0.05
(0.002; 0.017; 0.001). The meaning is that GCG, CAR, and ROA do not occur
homogeneity between each group of variables.

Table 4. Test of Homogeneity of Variance

Variables Levene Stat. dfl df2 Sig.
NPF 1.756 1 120 188
GCG 9.694 1 120 .002
CAR 5.899 1 120 .017
ROA 11.478 1 120 .001

After the homogeneity test was carried out, the independent t-test was
carried out. For variables that contain homogeneity (NPF), the results of the
independent t-test used are equal variances assumed. On the contrary, equal

variances not assumed are used for variables that do not contain homogeneity
(GCG, CAR, and ROA). The test results can be seen in table 5 below.

Table 5. Independent Samples Test

Variables = Samples t df Sig. Mean Diff.
NPF Equal Var. Ass. -1.321 120 0.189  -0.009

Equal Var. not Ass. | -1.972  56.256 | 0.054  -0.009
GCG Equal Var. Ass. 0.562 120 0.575 | 0.079

Equal Var. not Ass. | 0.847 57.641 0.400  0.079
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CAR Equal Var. Ass. 1.805 120 0.074 | 0.226
Equal Var. not Ass. | 1.182 22.107 0.250 | 0.226
ROA Equal Var. Ass. 0.347 120 0.729  0.004

Equal Var. not Ass. | 0.234 22.355 0.817 | 0.004

Based on table 5 above, it can be concluded that even though the NPF
of the go public is lower than that non-go public, it is not significantly different
(p-value 0.189 > 0.05). Thus, H1, which states that the NPF of Sharia Banks that
go public is better and significantly than non-go public, is rejected. Likewise with
GCG, where BS go public has better GCG than non-go public but is not
significantly different (p-value 0.400 > 0.05). Thus H2, which states that the
GCG of Sharia Banks that go public is better and significantly than non-go
public, is rejected. Furthermore, BS go public has a better CAR than non-g0
public but is not significantly different (p-value 0.250 > 0.05). Thus H3, which
states that the CAR of Sharia Banks that go public is better and significantly
different than non-go public, is rejected. Finally, the performance of BS go public
has a better ROA than non-go public but is also not significantly different (p-
value 0.817 > 0.05). Thus H3, which states that the ROA of Sharia Banks that go
public is better and significantly than non-go public, is also rejected.

The analysis of the independent samples test above shows that Sharia
Banks that go public have better health than non-go public but are not
significantly different. Our findings are in line with Panu et al. (2017). They found
no significant difference in the earnings and capital of the Regional Development
Banks that go public and non-go public. Furthermore, Nugraheni et al. (2021)
found that Sharia Banks that go public are more efficient but not significantly
different from the non-go public.

These results indicate that Sharia Banks that go public do not significantly
impact bank health changes. It may be why Sharia Banks go public is not as many
as Conventional Banks. In 2022 the number of commercial banks in Indonesia
will be 106 (Mustajab, 2023), including Sharia banks. Meanwhile, 46 commercial
banks, including Sharia Banks, have gone public or registered on the IDX (Awal,
2022). Until 2022 there are 12 Sharia Banks, and four have gone public. Based on
this data, Sharia Banks have fewer go public than Conventional Banks, namely
33.3% (4/12) compared to 44.7% (42/ 94).

Another factor is that Sharia Banks have a prudent principle. According
to Law No. 21 of 2008 concerning Sharia Banks, in article 2, "Sharia banking in
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carrying out its business activities is based on Sharia Principles, economic
democracy, and the principle of prudence." According to Triyanta (2016), Sharia
Banks are the object of supervision of the prudent aspect of banking. On the
other hand, Sharia banks are subject to supervision for compliance with Sharia
principles. Both are equally important, and failure to implement either will have
legal consequences. So, the quality of Sharia Banks is not only determined based
on the fulfillment of several requirements, such as CAR, FDR, NPF, number of
customers, and expansion of branch offices. However, it is also determined by
various Sharia parameters. Sharia Banks must be careful and comply with Islamic
teachings' provisions.

The precautionary principle of Sharia Banks also needs to be applied to
initiatives to go public. Go public means that the public owns the shares. It means
that shares should not be controlled by a handful of people or institutions that
are non-Muslims. Therefore, with the precautionary principle, it is better if going
public is the last alternative when external funds other than the issuance of shares
are insufficient. It aligns with the pecking order theory developed by Myers &
Majluf (1994). This theory states that companies prioritize internal rather than
external funds to finance their business development. If the internal funding
sources are insufficient, it is necessary to use external funding. If an external
funding source is needed, the main choice is debt by issuing bonds. IPO (Initial
public offering) is required as a last resort for companies when internal funding
sources and debt are insufficient.

Conclusion

This study aims to test whether Sharia Banks that go public have better
performance and healthy than non-go public. By using the RGEC indicators
(Risk Profile, Good Corporate Governance, Earning, Capital), including the
variables NPF, GCG, CAR, and ROA. We found that the NPF, GCG, CAR, and
ROA of banks that go public are better than non-go public but are not
significantly different. It’s means that going public also cannot guarantee that
Sharia banks will be better than non-going public ones. The precautionary
principle must be put forward because the Sharia Banks' indicators are not only
on the NPF, GCG, CAR, and ROA indicators. However, it also requires prudent
principles, operational processes, products, and financing that comply with Sharia
principles.

The results of this study can be strengthened through future research by
conducting similar research. Namely comparing banks before going public and
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after going public. Because relatively few Sharia Banks go public, they can be
expanded with Conventional Bank data. So that general conclusions can be
drawn about whether Sharia or Conventional Banks have better bank health or

performance after going public when compared to before going public.

References

Afrialdy, M. R., & Suripto, S. 2020. Analisis Tingkat Kesehatan Bank dengan
Menggunakan Metode Risk Profile, Good Corporate Governance,
Earning dan Capital pada Bank Yang terdaftar di Bursa Efek Indonesia
Periode 2014-2016. Jurnal Kompetitif Bisnis, 1(2): 104-111.

Awal, S. 2022. 46 Daftar Emiten Perbankan di Bursa Efek Indonesia 2022.
Stockbit. https:/ /snips.stockbit.com/investasi/emiten-perbankan.

Brau, J. C. 2012. Why Do Firms Go Public? Journal of Entrepreneurial Finance, 9(1):
1-44.

Budi, H. P. 2017. Analisis Kinerja Keuangan Bank Go Public Dan Bank Non-
Go Public di Indonesia. [IMMU: Jurnal Imu Manajemen, 2(2): 1-8.
Chancharat, N., Krishnamurti, C., & Tian, G. 2012. Board Structure and Survival
of New Economy IPO Firms. Corporate Governance: An International Review,

20(2): 144-163.

Harahap, A. S. 2011. Proses Initial Public Offering (Ipo) Di Pasar Modal
Indonesia. Forum limiah Volume, 8(2): 131-138.

Hasan, A., & Parera, S. 2021. Komparasi Kinerja Bank Syariah Sebelum dan
Sesudah Go Public. Islamadina: Jurnal Pemikiran Islam, 22(1): 1-20.
Karyadi, Ibnu, & Hartono, J. 2000. Analisis kinerja keuangan PT Bank Mandiri

(Persero) Thk. sebelum dan sesudah Go Public dengan menggunakan Surat
Keputusan Direkesi Bank Indonesia (BI) Nomor 30/277/Kep/ Dir Tanggal 19
Maret 1998  tentang tata cara penilaian tingkat kesehatan bank  umum.
Universitas Gadjah Mada.

http://etd.repository.ugm.ac.id/penelitian/detail /30960.

Kinyua, J., M., N. P., Gathaiya, R. N., & Kithitu, J. W. 2013. Effects of Initial
Public Offer on Performance of Companies Quoted at the Nairobi Stock
Exchange. International Journal of Management & Business Studies., 2(1): 81—
84.

Lestari, H. T., Tripuspitorini, F. A., & Setiawan. 2020. Risk Profile, Good
Corporate Governance, Earning, dan Capital dalam Memprediksi

134



Journal of Finance and Islamic Banking | Vol. 6 No. 2 June-December

Financial Distress pada Bank Umum Syariah di Indonesia. [urnal
Akuntansi Dan Ekonomi FE UN PGRI Kedirz, 5(2): 100-111.

Marsandy, C., Deviyanti, D. R., & Setiawati, L.. 2018. Analisis kinerja keuangan
perusahaan sebelum dan sesudah go public pada perusahaan sektor
pertambangan yang terdaftar di bursa efek indonesia. Junal Informasi
Akuntansi Mulawarman, 3(4): 1-14.

Munira, M., Astuti, S. B., & Damayanti, A. 2022. Analisis Kinerja Perbankan
Syariah di Indonesia Menggunakan Konsep Shariah Maqashid Index.
RELEVAN, 3(1): 41-55.

Mustajab, R. 2023. Jumlah Bank Umum di Indonesia Tersisa 106 Unit pada 2022.
Datalndonesia.id. https://dataindonesia.id/keuangan/detail /jumlah-
bank-umum-tersisa-106-unit-pada-2022.

Myers, S., & Majluf. 1994. Corporate Financing and Investment Decision When
Firms have information Investors Do not Have. Journal of Finance
Economics, 13: 187-221.

Nugraheni, A. P., ISyafrida, & Muchtasib, A. B. 2021. Perbandingan
Efisiensibank Umum Syariah Go Publicdan Non-Go Public. Jurmal
Syarikah, 7(1): 1-10.

Panu, N. H. S., S.Saerang, 1., & Maramis, J. B. 2017. Analisis Komparasi Tingkat
Kesehatan Bank Pembangunan Daerah Go Public Dan Non-Go Public
Berdasarkan Risk Profile, Earning, Dan Capital. Jumal Emba, 5(2): 2437—
2448.

Pastusiak, R., Bolek, M., Malaczewski, M., & Kacprzyk, M. 2016. Company
Profitability Before and After IPO. Is it a Windows Dressing or Equity
Dilution Effect? Prague Economic Papers, 25(1): 1-13.

Permana, D., & Marwardika, N. T. 2022. Analisis Perbedaan Kinerja Keuangan
Perusahaan Sebelum Dan Sesudah Initial Public Offering. Jumal Eksis,
18: 19-34.

Rajan, R. G. 1992. Insiders and Outsiders: The Choice Between Informed and
Arm’s Length Debt. Journal of Finance, 47: 1367-1400.

Ratu Dintha Insyani Zukhruf Firdausi Sulaksana, & Supriatna, N. 2019. Pengaruh
Initial Public Offering (IPO) Terhadap Kinetja Perusahaan. Jurmal Riset
Akuntansi Dan Kenangan, 7(1): 19-28.

Rizal, F., & Humaidi, M. 2021. Analisis Tingkat kesehatan Bank Syariah 2015-
2020. Etihad: Journal of Islamic Banking and Finance, 1(1): 12-22.

Triyanta, A. 2016. Hukum Perbankan Syariah Regulasi, Implementasi dan Formulasi
Kepatubannya terbadap Prinsip-Prinsip Islam. Malang: Setara Press.

135



Should Sharia Banks Go Public ...

Utama, C. 2006. Mengukur Tingkat Keshatan bank di Indonesia. Bina Ekononi,
10(1): 48-56.

Wirajunayasa, P. A. A., & Putri, I. A. M. A. D. 2017. Analisis Kinerja Keuangan
Perusahaan Sebelum Dan Sesudah Initial Public Offerings. E-Jurmal
Akuntansi Universitas Udayana, 19(3): 1916—1942.

Yuli, A. 2006. Analisis Kinerja Perusahaan Perbankan Sebelum Dan Sesudah
Menjadi Perusahaan Publik di Bursa Efek Jakarta (Bej). Jurnal Riset
Akuntansi Dan Kenangan, 2(1): 1-11.

Yuliarni, T., Maryati, U., & lhsan, H. 2016. Analisis Kinerja Perusahaan Sebelum
Dan Sesudah Initial Public Offering (IPO) Di Bursa Efek Indonesia
(BEY). Jurnal Akuntansi & Manajemen, 11(1): 25-37.

136



