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INTRODUCTION

Bank performance is a key indicator in assessing the stability and effectiveness of the banking sector
in an economy (Chantha et al., 2024). This sector is the mainstay of the global economy, but still
faces various dynamic challenges (Wiguna et al., 2024). Profitability is a reflection of bank
performance that not only shows the ability to generate profits but also indicates the bank's long-
term value (Yudianto, 2020). In Indonesia, bank performance regulation is set out in Law Number
7 of 1992, in conjunction with Law Number 10 of 1998, as well as in OJK regulations, including
SEOJK 6/2016. OJK data from January 2025 shows an increase in credit risk. However, it has not
been offset by the optimal conversion of significant assets into profits, indicating inefficiencies in
some commercial banks. Chantha et al. (2024) in their research in Cambodia found that financial
indicators such as Loan Growth (LG), Non-Performing Loans (NPL), Loan to Deposit Ratio (LDR),
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Market Share (MS), Loan Loss Provision (LLP), Cost to Income Ratio (CIR), Effective Tax Rate
(ETR), and Net Interest Margin (NIM) significantly affect Return on Assets (ROA), as a measure
of bank performance.

LG is considered important in increasing ROA through interest income growth, but it can be a risk
if not managed effectively (Bhowmik & Sarker, 2021; Wu et al., 2022). The findings of Chantha et
al. (2024) instead show that LG is not significant to ROA in Cambodia, in contrast to previous
findings. NPLs risk reducing investor confidence and bank profitability (Gabriel et al., 2019;
Wahyuni et al., 2023), but the results of Chantha et al. (2024) show that NPLs actually have a
positive impact on ROA, indicating the need for further study in the managerial and macroeconomic
context of Indonesia (Saliba et al., 2023; Kalkan, 2024). LDR affects profitability through liquidity
management (Muhammed et al.,, 2024), whereas Chantha et al. (2024) showed a negative
relationship with ROA. In contrast, Lew & Lau (2022) found a positive effect, indicating the
effectiveness of LDR is highly contextualised. MS does not always reflect profitability, although
banks with large shares are considered more stable (Altunbas et al., 2019; Hossain & Ahamed,
2021). Chantha et al. (2024) found that MS is not significantly associated with ROA.

LLP is necessary to mitigate credit risk in the long run, but in the short run, it can reduce profitability
(Sultana & Jalloh, 2025; Gurung et al., 2023). The results of Chantha et al. (2024) show a significant
negative relationship with ROA. High CIR suppresses profitability, as it indicates cost inefficiency
(Al-Sharkas & Al-Sharkas, 2022), and Chantha et al. (2024) found a significant adverse effect on
ROA. ETR plays a strategic role by effectively managing tax burdens to increase profitability
(Simone, 2019; Sobiech et al., 2021). Research shows that adaptive tax strategies increase banking
competitiveness (Andrejovska et al., 2024). NIM shows how efficiently a bank generates interest
income. The higher the NIM, the higher the ROA, which indicates an optimal credit intermediation
role (Yuniarti et al., 2024; Chantha et al., 2024). Based on the research by Chantha et al. (2024),
there is a gap that warrants further study in the Indonesian context, as evidenced by the study titled
"The Effect of Financial Indicators on Commercial Bank Performance in Indonesia". As Indonesia
strengthens its position as one of Southeast Asia's largest emerging markets, the stability and
efficiency of its banking sector become pivotal to sustaining national economic growth. However,
the recent increase in credit risk without a corresponding rise in profitability signals potential
inefficiencies that could undermine financial resilience if left unaddressed. Thus, a comprehensive
empirical analysis of financial indicators affecting bank performance is crucial, not only to fill
existing research gaps in the Indonesian context but also to provide timely insights for regulators,
investors, and policymakers in formulating adaptive strategies that enhance profitability, risk
management, and long-term sustainability of the banking industry.

Recent studies, such as Chantha et al. (2024), have expanded the understanding of how multiple
financial indicators collectively influence bank profitability, particularly through ROA as a
performance metric. However, cross-country variations in the significance of variables such as Loan
Growth, NPL, and LDR highlight the need for context-specific investigations, especially in
Indonesia's evolving financial landscape. Building on previous findings, this study aims to
empirically examine the effects of eight financial indicators on the ROA of Indonesian banks, to
make a practical contribution to banking management and investors in strategic decision-making to
strengthen the profitability and sustainability of the national financial sector.

METHODS

1. Sampling

This study uses a quantitative approach with a hypothesis testing design to analyse the effect of
financial indicators such as loan growth (LG), non-performing loans (NPL), loan to deposit ratio
(LDR), market share (MS), loan loss provision (LLP), cost to income ratio (CIR), effective tax rate
(ETR), and net interest margin (NIM) on return on assets (ROA) as a measure of bank performance
(Chantha et al., 2024). The data analysed is panel data combining cross-sectional and time-series
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dimensions, covering 43 commercial banks listed on the Indonesia Stock Exchange (IDX) during
the 2020-2024 period, selected using a purposive sampling technique. The sample selection focused
on banks that consistently published audited annual financial statements throughout the observation
period to ensure data reliability and comparability. In addition, only banks with complete data for
all eight financial indicators and ROA were included (Ghozali, 2018; Sugiyono, 2021).

2. Data Collection and Analysis

Data collection was conducted on a secondary basis, sourced from public documents such as annual
reports and bank financial statements, obtained from the official websites of the IDX, the Financial
Services Authority (OJK), and each bank (www.idx.co.id; www.ojk.go.id). The total number of
observations analysed in this study was 215 (43 banks x 5 years). The data were analysed using
descriptive statistics to summarise the characteristics and trends of each financial indicator over the
study period. Furthermore, a t-test was employed to determine the significance of the relationship
between each independent variable and ROA, identifying which financial indicators have a
statistically significant effect on bank performance. The data criteria are commercial banks listed on
the Indonesia Stock Exchange that consistently publish financial and annual reports for the 2020—
2024 period. Additionally, only banks with complete data relevant to the research variables are
included in the analysis.

3. Measurement

Variable measurement is carried out using relevant formulas. ROA, the dependent variable, is
measured by dividing net income by total assets and multiplying by 100% (Chantha et al., 2024).
Independent variables such as LG, NPL, LDR, MS, LLP, CIR, ETR, and NIM are each calculated
using formulas that reflect the bank's financial activity and efficiency, in accordance with banking
performance analysis standards used in the financial literature. Below are the detailed standard
formulas for each variable mentioned: (Chantha et al., 2024; Gurung et al., 2023; Wu et al., 2022).

Table 1. Variable Formulas

Variable Formula
Return of Assets (ROA) ROA = Net Income X 100%
Total Assets
Loan Growth (LG) LG = Total Loans, — Total Loans,_, « 100%
Non-Performing Loans Non E%E‘C}loérsrfierig Loans
(NPL) NPL = Total Loans * 100%
Loan to Deposit Ratio Total Loans
(LDR) LDR = 4ol Deposits > 100%
Market Share (MS) ¢ = Total Assets of Bank x 100%
Total Assets of Banking Industry
Loan Loss Provision (LLP) LLP = Loan Loss Provision % 100%
Cost to Income Ratio Oper?qaott;?l‘lgLquclggnses
(CIR) CIR = Operating Income * 100%
Effective Tax Rate (ETR) ETR = Income Tax Expense % 100%
Earnings Before Tax
Net Interest Margin (NIM) NIM Net Interest Income X 100%

B Average Earning Assets
Source: Chantha et al., 2024; Gurung et al., 2023; Wu et al., 2022

RESULTS AND DISCUSSION

In this analysis, researchers capture the dynamics of various financial indicators, including Return
on Assets (ROA), loan growth, non-performing loans (NPL), loan-to-deposit ratio, market share,
loan loss provision, cost-to-income ratio, effective tax rate, and net interest margin.
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Table 2. Descriptive Statistics Test Results

Variables N Mean Median Maximum Minimum Std. Dev
ROA 215  0.004885 0.006654 0.049724 -0.180577 0.023835
LG 215 0.153244 0.084111 5.344425 -0.638787 0.499183
NPL 215  0.032271 0.025271 0.284287 0.000000 0.030585
LDR 215 0.934674 0.804928 4.836972 0.123190 0.608349
MS 215  0.019660 0.002491 0.194786 0.000157 0.041006
LLP 215  0.029030 0.013000 0.399167 0.000000 0.056071
CIR 215  0.839088 0.824767 2.612290 0.250117 0.293635
ETR 215  0.113413 0.219869 4.738255 -8.417999 0.846812
NIM 215  0.046659 0.041894 0.242090 -0.041459 0.033965

Source: Eviews 9 processing results

Based on the results of descriptive statistical tests on data from 43 conventional banking companies
during the 2020-2024 period, it is found that most variables show a relatively large spread of data,
characterised by a higher standard deviation value or close to the average (mean), which indicates a
data gap between banks. In particular, Return on Assets (ROA), Loan Growth (LG), Loan Loss
Provision (LLP), Cost to Income Ratio (CIR), Effective Tax Rate (ETR), and Net Interest Margin
(NIM) have high standard deviations, indicating significant variations between banks and potential
gaps in financial performance. To determine average limits and identify performance disparities, the
mean of each variable served as a benchmark to assess whether a bank's performance was above or
below the industry average. When the mean differs notably from the median, it indicates an uneven
distribution, suggesting that certain banks dominate in profitability or efficiency indicators. Larger
banks generally record higher ROA and NIM due to better asset management and economies of
scale. In comparison, smaller banks tend to have higher CIR and LLP, reflecting higher operational
costs and credit risk. These variations point to existing performance gaps within Indonesia's banking
industry that may require targeted strategies to improve efficiency and competitiveness.

While the Non-Performing Loan (NPL), Loan to Deposit Ratio (LDR), and Market Share (MS)
variables have standard deviations lower than their average values, the data distribution is relatively
homogeneous and does not show a large gap. Extreme values are found in several variables, such as
ETR, with a minimum of -8.417999 and a maximum of 4.738255, and LG, with a maximum of
5.344425, suggesting outlier cases or very unusual financial conditions across several companies.
These findings illustrate that the financial structure and performance of banks in Indonesia vary
widely, which must be taken into account when analysing the determinants of profitability. The
panel data regression and t-test (partial) results reveal that Loan Growth, Loan Loss Provision, Cost
to Income Ratio, and Effective Tax Rate have a significant adverse effect on bank profitability. This
finding is interesting because, in theory, loan growth is often expected to increase profitability
through higher interest income. However, this study shows the opposite effect, suggesting potential
inefficiencies or excessive risk-taking in credit expansion. Similarly, the adverse effects of LLP,
CIR, and ETR highlight how risk management costs, operational inefficiency, and tax burdens can
substantially erode returns, suggesting that Indonesian banks may still face structural and managerial
challenges in balancing growth with sustainable profitability.

Table 3. T-test results

Variables Coefficient Prob. Hypothesis Decision
Constanta 0.025476 0.0064 - -

LG -0.007709 0.0012 Ho rejected Significantly Negative
NPL -0.012928 0.7907 Ho accepted Not Significant
LDR 0.005045 0.0237 Ho rejected Significantly Positive

MS -0.724300 0.0625 Ho accepted Not Significant
LLP -0.365112 0.0000 Ho rejected Significantly Negative
CIR -0.029347 0.0000 Ho rejected Significantly Negative
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ETR -0.003359 0.0072 Ho rejected Significantly Negative
NIM 0.560147 0.0000 Ho rejected Significantly Positive

Source: Eviews 9 processing results

Based on the T-test results, six variables have a significant effect on the bank's Return on Assets
(ROA). Loan Growth (LG), Loan Loss Provision (LLP), Cost to Income Ratio (CIR), and Effective
Tax Rate (ETR) have a significant adverse effect on ROA, indicating that increases in these variables
tend to reduce bank profitability. Conversely, the Loan to Deposit Ratio (LDR) and Net Interest
Margin (NIM) have a significant positive effect on ROA, indicating that the efficiency of fund
intermediation and interest income management can encourage increased profits. While Non-
Performing Loan (NPL) and Market Share (MS) have no significant effect on ROA, this indicates
that the ratio of non-performing loans and the size of the market share do not directly determine the
level of bank profitability. The significance of each variable was determined based on the t-statistic
and probability (p-value) obtained from the t-test results. Variables with p-values < 0.05 were
considered statistically significant for ROA, indicating that changes in those variables are likely to
affect profitability. In contrast, variables with p-values greater than 0.05 were classified as not
significant, indicating that their variations do not have a measurable or consistent impact on bank
performance during the observed period.

This study contributes to managerial and academic understanding of how specific financial
indicators impact bank profitability. Based on the partial regression test results (T-test), it is found
that Loan Growth (LG), Loan Loss Provision (LLP), Cost to Income Ratio (CIR), and Effective Tax
Rate (ETR) have a significant adverse effect on ROA. In contrast, the Loan-to-Deposit Ratio (LDR)
and Net Interest Margin (NIM) have a significant positive effect. Meanwhile, Non-Performing Loan
(NPL) and Market Share (MS) have no significant effect on ROA. The findings of this study
empirically confirm that internal financial indicators play a dominant role in shaping bank
profitability in Indonesia, as evidenced by the significant influence of 6 of 8 variables tested. The
negative relationship between Loan Growth (LG) and ROA supports the argument that rapid credit
expansion can reduce profitability when not balanced with effective credit risk management
(Bhowmik & Sarker, 2021). This aligns with the risk—return trade-off theory, which suggests that
aggressive lending strategies increase the likelihood of non-performing loans, thereby reducing net
income. Similarly, the significant adverse effect of Loan Loss Provision (LLP) on ROA illustrates
how increased reserves for potential losses, while crucial for long-term stability, temporarily
suppress profits in the short term (Sultana & Jalloh, 2025). These findings indicate that Indonesian
banks still face a dilemma between growth and prudence, highlighting the importance of maintaining
an optimal balance between credit expansion and asset quality.

The negative impact of Cost to Income Ratio (CIR) and Effective Tax Rate (ETR) further supports
the efficiency theory, which posits that operational and fiscal efficiency are key determinants of
profitability. High CIR values indicate inefficiencies in operational activities that burden bank
performance (Al-Sharkas & Al-Sharkas, 2022), while the significant negative relationship between
ETR and ROA shows that excessive tax expenses can erode net returns (Simone, 2019).
Interestingly, this result contrasts with that of Chantha et al. (2024), who found a positive link
between ETR and ROA, suggesting that differences in tax regulation and enforcement across
countries may yield varying effects. The positive and significant effects of Loan to Deposit Ratio
(LDR) and Net Interest Margin (NIM) on ROA are consistent with intermediation theory, reflecting
the role of efficient liquidity management and optimal interest income generation in enhancing
profitability. This suggests that banks with better intermediation efficiency tend to achieve higher
profitability, consistent with Evci et al. (2024). The insignificant effect of Non-Performing Loans
(NPL) and Market Share (MS) on profitability presents an interesting context for Indonesia's
banking sector. Although NPLs are generally associated with increased credit risk, their
insignificance in this study may indicate that Indonesian banks have adopted more effective risk
mitigation strategies or maintained more substantial capital buffers, thereby cushioning the impact
of bad loans on profits. Similarly, the insignificance of market share implies that having a larger
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market presence does not automatically guarantee higher profitability, aligning with the structure,
conduct, and performance paradigm, which recognises that performance is influenced more by
managerial efficiency and innovation than by size alone. These insights underline that the
sustainability of profitability depends not only on market dominance but also on internal
management capabilities, cost control, and adaptive strategies amidst changing economic
conditions.

These results are in line with several previous studies, such as Bhowmik & Sarker (2021), Gupta &
Bansal (2024), and Sultana & Jalloh (2025), which show the negative impact of LG and LLP on
ROA, and Evci et al. (2024), who support the positive relationship between NIM and ROA.
However, there are also inconsistent results, such as Chantha et al. (2024), which found that ETR
has a positive effect, whereas this study found the opposite. The finding that NPL and MS are
insignificant indicates that, although theoretically important, these factors do not necessarily have a
direct relationship with profitability in the Indonesian banking context. This cannot be separated
from the effectiveness of risk management and income diversification strategies implemented by
each bank. The managerial implications of this study indicate the importance of cost efficiency,
optimal credit risk management, and strategic tax planning in improving banks' financial
performance. In addition, the findings emphasise the need for banks to not only focus on credit
expansion or market share, but also on the quality of asset management and fund intermediation
strategies. The main limitation of this study is that it is bound to a specific data period (2020-2024)
and does not account for external factors, such as macroeconomic or regulatory conditions, that
changed during that period. For future research, it is suggested that the analysis be expanded to
include macroeconomic variables such as inflation, interest rates, and political stability, as well as a
comparison between conventional and Islamic banks to obtain a more comprehensive picture of the
determinants of bank profitability in Indonesia.

CONCLUSION

Based on the research results and discussion on Effective Digital HR Optimization to Improve
Work-Life Balance and Employee Productivity, this study shows that the use of digital technology
in HR management can help employees better manage their work time and personal lives, thereby
improving work-life balance and employee productivity. Digital HR plays an important role in
creating a work ecosystem that supports work-life balance through system efficiency, flexibility,
and attention to employee Well-being. Effective Digital HR optimization requires integration of
technology systems, training, and organizational culture. This combination will improve work
efficiency, support flexibility, and ultimately sustainably enhance work-life balance and employee
productivity. Effective Digital HR optimization is not just a technological transformation, but an
integration of digital systems, competency development, data analysis, and a work culture that
supports balance and productivity. Effective Digital HR optimization strategies include
implementing HRIS and Employee Self-Service (ESS) Systems, digitalizing communication and
Collaboration, Strengthening E-Learning and Digital Self-Development Programs, facilitating
effective communication, and developing organizational culture.
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