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Abstraction 

People's Economic Banks (BPR) have a strategic role in supporting the local economy through financial 

intermediation, particularly in the Micro, Small, and Medium Enterprises (MSMEs) sector. This study aims to 

analyze the effect of Non-Performing Loans (NPL), Capital Adequacy Ratio (CAR), Loan to Deposit Ratio (LDR), 

and Firm Size on Return on Assets (ROA) in Private BPRs and Regional Government BPRs in Indonesia. The 

research method used is quantitative with a multiple regression approach, using secondary data from the annual 

financial reports of Private BPRs and Regional Government BPRs for the 2019-2024 period. Sample selection was 

carried out using a stratified random sampling method based on data published by the Financial Services Authority 

(OJK). From the total population, 92 Private BPRs and 92 Regional BPRs were obtained with a total of 1100 initial 

observations. Then outlier trimming was performed to increase validity, resulting in 302 observations of Private 

BPRs and 488 observations of Regional BPRs for analysis. Data processing was carried out using SPSS software 

version 26.0 The results of the study indicate that in Private BPRs, the NPL variable has a significant negative effect 

on ROA, CAR has a significant positive effect on ROA, LDR has a significant positive effect on ROA, while Firm 

Size has no significant effect on ROA. In Regional BPRs, the results show that NPL has a significant negative effect 

on ROA, CAR has a significant positive effect on ROA, LDR has no significant effect on ROA, while Firm Size has 

a significant positive effect on ROA. The coefficient of determination (Adjusted R²) is 0.209 or 20.4% for Private 

BPRs and for Regional BPRs it is 0.204 or 20.4%, the independent variables are able to explain variations in ROA. 

The implications of this study emphasize the importance of controlling non-performing loans (NPLs), strengthening 

capital (CAR), and effectively channeling quality credit (LDR) in improving the financial performance of rural banks 

(BPR). Furthermore, asset scale management (firm size) needs to be optimized, particularly in regional BPRs, to 

contribute more significantly to increased profitability. This study provides theoretical contributions to the banking 

literature on factors influencing BPR profitability and provides practical input for bank management and regulators 

in formulating regional banking policies. 

 

Keywords: Non Performing Loan (NPL), Capital Adequacy Ratio (CAR), Loan to Deposit Ratio (LDR), Firm 

Size, Return on Assets (ROA) 

 

INTRODUCTION 

Indonesian banking legislation is regulated by Law No. 10 of 1998, which authorizes banking institutions, as 

intermediaries, to collect funds from citizens and distribute them in the form of loans to improve their welfare. While 

the banking industry plays a crucial role in driving the economy, it is also a risky sector due to its role in managing 

public funds, which are then allocated to various forms of investment. In general, a bank's financial performance 

reflects the extent of success achieved in carrying out its operational activities. This financial performance is a key 

aspect in assessing the bank's overall performance, including assessments of assets, liabilities, liquidity, and other 

factors. According to Kasmir (2021), the profitability ratio, often referred to as business profitability, is used to assess 

the level of business efficiency and the results achieved by the bank. Munawir (2018) also stated that profitability is 

a financial ratio that functions to assess a company's effectiveness in generating profits. In other words, this ratio 

illustrates a company's ability to generate profits from its business activities, including banks, as measured by the 

Return on Assets (ROA) ratio. 
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Banks are exposed to various risk factors, as their structures are highly volatile and influenced by the complex 

economic environment in which they operate. According to Koch and MacDonald (2015), referring to the Federal 

Reserve Board, banks face six risk categories. These include operational, credit, liquidity, market, legal, and 

reputational risks. Commercial banks in Indonesia implement risk management in accordance with Financial 

Services Authority Regulation No. 18 of 2016, which classifies eight risks: liquidity, operational, credit, legal, 

market, reputational, compliance, and strategic. Meanwhile, for Rural Banks (BPR), regulated in Financial Services 

Authority Regulation No. 13 of 2015, the risks faced by BPRs are divided into six categories: liquidity, operational, 

credit, compliance, reputational, and strategic risks. ROA, particularly at conventional rural banks (BPRs) in 

Indonesia, is showing a downward trend. This trend is observed in both private and regional government-owned 

BPRs. A sustained decline in profits indicates a bank's health and potential difficulty in surviving amidst economic 

competition. Conversely, the greater a bank's ability to generate profits or profitability, the greater its resilience in 

the face of intense economic competition. The average ROA and several other ratios for Indonesian BPRs can be 

seen in the following table: 

Table 1. Gap Phenomenon 

BPR Ratio 
Private Local government 

2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024 

NPL 8.07 8.80 7.82 8.09 9.70 11.80 7.11 6.76 6.03 6.36 7.96 9.57 

CAR 41.35 46.95 47.96 47.00 46.08 47.60 43.74 44.86 44.10 43.43 42.18 40.83 

Long Distance 

Relationship 
76.54 73.32 71.81 73.06 101.29 111.64 77.58 75.99 75.60 77.27 100.85 113.07 

ROA 3.19 2.34 2.06 2.39 1.95 1.87 2.60 2.08 2.33 2.41 1.76 1.69 

Source: OJK BPR Publication Report 2019-2024 

Based on the table above, the gap phenomenon shows rThe CAR ratio of private rural banks in 2019-2024 

was higher than that of regional government-owned rural banks, indicating stronger capitalization. Furthermore, 

during this period, the CAR and ROA ratios of private rural banks showed an inverse relationship, as in the study 

of Avrita and Pangestuti (2016) on non-public banks. On the other hand, regional government-owned rural banks 

showed a concomitant downward trend. This demonstrates a positive relationship between the CAR and ROA ratios, 

as in the research of Hamza (2017) and Kurniawan et al. (2020). On the other hand, there was an opposite direction 

between NPL and ROA, so the empirical data is interesting for further study. This research is also to fillresearch 

gapor research gaps in the literaturethat there is stillcontradictions between the influences of the variables studied, 

presentedas follows. 

Table 2.Research Gap 

Topics Researched Researchers Research Object Conclusion 

The influence of 

credit risk on 

commercial bank 

performance. 

Ekinci and 

Poyraz 

The study refers to 26 

commercial banks (state, private 

and foreign owned) in Türkiye 

for the period 2005 – 2017. 

NPL has a negative and 

substantial correlation with 

ROA, so if NPL increases it 

reduces income. 

Consequences of 

credit risk 

management on 

bank profitability. 

Hamza Research on 13 commercial 

banks in Pakistan for the period 

2005 – 2014. 

Credit risk management has an 

inverse and significant 

relationship with bank 

performance. 

 

The Relationship 

between Credit Risk 

Management and 

BPR Profitability. 

Afriyie and 

Akotey 

Research on 10 of the 20 rural 

banks in the Brong Ahafo 

province, Ghana for the period 

2006 – 2010. 

NPL has a relationship 

Positive and significant impact 

on BPR profitability. 

Non-Performing 

Loans and Bank 

Profitability. 

Laryea et al. A study of 22 banks in Ghana 

during the period 2005-2010. 

NPL affects ROE and ROA 

negatively and significantly. 

Analyze the impact 

of credit risk on 

profitability. 

Saeed MS 

and Zahid N 

Research on 5 large commercial 

banks in the UK from 2007 to 

2015. 

Credit risk indicators have a 

positive but not substantial 

relationship to bank 

profitability. 
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The influence of 

CAR, NPL, LDR on 

ROA. 

Kurniawan et 

al. 

Research on Book Four Banks 

for the period 2014 to 2018 in 

Indonesia. 

NPL affects ROA inversely and 

substantially. 

Impact of Credit 

Risk on Profitability. 

Herlina et al. Research on Private Foreign 

Exchange Commercial Banks 

for the period 2010 to 2014 in 

Indonesia. 

NPL affects ROA negatively 

and significantly. 

Elements that impact 

Financial 

Performance. 

Vishnu 

Mawardi 

Research on Commercial Banks. 

(Assets < 1 Trillion) 

NPL has a significant effect on 

ROA and is negatively 

correlated. 

Examining the 

Impact of CAR, 

NPL, LDR, NIM, 

BOPO on the 

Profitability of 

Public Banks. 

Avrita and 

Pangestuti 

General Bank 

(Go Public and Non-Go Public) 

in Indonesia for the period 2011 

to 2014. 

NPL has a relationship 

Positive and significant impact 

on profitability. (Go Public) 

Source: Previous research, processed 

The research gap table above shows research inconsistencies regarding the impact of credit risk on bank 

financial performance. Most studies, such as those conducted by Ekinci and Poyraz (2019) in Turkey, Hamza (2017) 

in Pakistan, Laryea et al. (2016) in Ghana, and studies in Indonesia by Mawardi (2005), Kurniawan et al. (2020), 

and Herlina et al. (2016), found that credit risk, as measured by Non-Performing Loans (NPLs), has a negative and 

significant impact on Return on Assets (ROA). These findings confirm that increased credit risk can reduce bank 

profitability. However, contradictory results have also been found in several other studies. Studies by Afriyie and 

Akotey (2013) on rural banks in Ghana, Saeed and Zahid (2016) on five major commercial banks in the UK, and 

Avrita and Pangesturi (2016) on publicly traded banks in Indonesia show that NPLs actually have a positive effect 

on ROA. These differing results indicate empirical inconsistencies (mixed findings) regarding the direction of the 

relationship between credit risk and bank financial performance. 

This study's novelty lies in its comparative approach, which analyzes the impact of credit risk on financial 

performance at conventional Rural Banks (BPR) in Indonesia based on ownership structures: privately owned BPRs 

and regional government-owned BPRs. Unlike most previous studies, which focus on commercial banks, this study 

offers a new perspective by examining whether the relationships between credit risk (NPL), capital adequacy ratio 

(CAR), liquidity ratio (LDR), and bank size (SIZE) on profitability (ROA) differ across BPR ownership types. 

Furthermore, this study utilizes the most recent data period, encompassing post-pandemic dynamics, and takes into 

account differences in governance and operational characteristics between private BPRs and regional government 

BPRs, which have not been extensively studied empirically. 

 

FORMULATION OF THE PROBLEM 

This study's problem formulation is to investigate the impact of credit risk management on the profitability of 

conventional rural banks (BPRs) in Indonesia for the period 2019 to 2024. The theory suggests that non-performing 

loans lead to reduced profitability for commercial banks, consistent with several previous studies, particularly in 

European, African, and Asian countries. However, there is an anomaly in the research on commercial banks in the 

UK and rural banks in Ghana, which found a positive relationship between NPL and profitability. Based on these 

considerations, the researcher aims to determine whether the similarity between BPRs in Ghana and Indonesia occurs 

in Indonesia by analyzing several variables that influence BPR financial performance (ROA): NPL, CAR, LDR, 

size, and ownership. In light of the above, this study will address the following issues: 

1. Are BPR performance indicators measured using the ROA ratio influenced by the NPL indicator in privately 

owned BPRs? 

2. Are BPR performance indicators measured using the ROA ratio influenced by the NPL indicator in BPRs owned 

by the local government? 

3. Are BPR performance indicators measured using the ROA ratio influenced by the CAR indicator in privately 

owned BPRs? 

4. Are BPR performance indicators measured using the ROA ratio influenced by the CAR indicator in BPRs owned 

by the local government? 
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5. Are BPR performance indicators measured using the ROA ratio influenced by the LDR indicator in privately 

owned BPRs? 

6. Are BPR performance indicators measured using the ROA ratio influenced by the LDR indicator in BPRs owned 

by the local government? 

7. Are BPR performance indicators measured using the ROA ratio influenced by the SIZE indicator in privately 

owned BPRs? 

8. Are BPR performance indicators measured using the ROA ratio influenced by the SIZE indicator in BPRs owned 

by the local government? 

9.  

LITERATURE REVIEW 

Relationship between Variables and Hypothesis Development 

The effect of NPL on ROA 

Mawardi's (2005) research proxies NPL as credit risk, a ratio found in a bank's published financial statements. 

NPL also represents the credit risk management of commercial banks, which is the subject of research by Ekinci and 

Poyraz (2019) in Turkey, Hamza (2017) in Pakistan, Laryea et al. (2016) in Ghana, and several studies in Indonesia, 

such as those conducted by Kurniawan et al. (2020), Herlina et al. (2016), which show a significant inverse/negative 

correlation between credit risk and ROA, meaning that any increase in NPL will cause a decrease in ROA. These 

studies imply a link between credit risk management and income. According to Stuart (2015), the causes of this 

increase in the non-performing loan ratio include irregular or inadequate credit collateral, ineffective credit risk 

management, and excessive intervention in the lending process. An increase in these factors negatively impacts bank 

profitability. The following hypotheses can be formulated regarding the impact of NPL on ROA: 

H1a: NPL is negatively correlated with ROA of Private BPRs 

H1b: NPL is negatively correlated with ROA of Regional Government BPRs 

 

The Effect of CAR on ROA 

CAR can be calculated by adding the BPR's core capital to its supplementary capital, then dividing it by the 

total risk-weighted assets (RWA), with a minimum limit of 12% of the total RWA. A higher CAR reflects the bank's 

ability to better accept emerging risks and further enhance public trust (Mawardi, 2005). Research by Hamza (2017), 

Kurniawan et al. (2020), and Mahardian (2018) concluded that CAR has a significant impact on ROA. Furthermore, 

the regression coefficient showed a positive sign, indicating a positive relationship between CAR and ROA. On the 

other hand, research by Mawardi (2015), Afriyie, and Akotey (2013) showed different results, namely that CAR had 

no effect on ROA despite its positive value. The following hypotheses can be formulated regarding the impact of 

CAR on ROA: 

H2a: CAR is positively correlated with ROA of Private BPRs 

H2b: CAR is positively correlated with ROA of Regional Government BPRs 

 

The Effect of LDR on ROA 

The LDR (Low Debt to Deposit) can be used to assess the extent of third-party funds (savings or time deposits) 

channeled by a bank into credit (Kasmir, 2021). This indicator is crucial for assessing the liquidity and efficiency of 

bank fund distribution. Unlike commercial banks, rural banks (BPRs) are prohibited from collecting public funds in 

the form of demand deposits and are not permitted to engage in foreign exchange transactions, resulting in a simpler 

liquidity structure. Therefore, LDR management in BPRs is crucial for maintaining operational stability and 

customer trust. Research by Kurniawan et al. (2020), Hamza (2017), and Irman (2019) concluded that LDR has a 

significant impact on ROA. Furthermore, the regression coefficient showed a negative sign, indicating a negative 

relationship between LDR and ROA. On the other hand, research by Avrita and Pangestuti (2016), specifically on 

non-public banks, and Laryea et al. (2016), showed different results, namely a positive correlation between LDR and 

ROA but no impact on ROA. The following hypotheses can be formulated regarding the impact of LDR on ROA: 

H3a: LDR is positively correlated with ROA of Private BPRs 

H3b: LDR is positively correlated with ROA of BPR Pemda 

 

The Effect of Size on ROA 

Banks with large assets tend to be able to build more diversified portfolios. Thus, they have the opportunity 

to reduce risk and increase profits. On the other hand, due to economies of scale and scope, banks gain lower cost 
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advantages and can increase their profitability according to Ekinci and Poyraz (2019). This study uses total assets as 

a measure of the size of a rural bank. Research by Ekinci and Poyraz (2019), Hamza (2017), Laryea et al. (2016), 

and Rika et al. (2024) concluded that size has a significant impact on ROA. Furthermore, the regression coefficient 

showed a positive sign, indicating a positive relationship between size and ROA. On the other hand, research by 

Saeed MS and Zahid N (2016) showed different results, namely that size had no effect on ROA but had a positive 

value. The hypothesis that can be formulated regarding the impact of size on ROA is: 

H4a: Size is positively correlated with ROA of Private BPRs 

H4b: Size has a positive correlation with the ROA of Regional Government BPRs 

 

Theoretical Framework 

Based on several references from the literature review, the following is the research framework below.. 

 
Figure 1. Framework of Thought 

RESEARCH METHODS 

Types and Sources of Research Data 

In general, research in economics and finance tends to be quantitative, with analysis conducted on numerical 

data. The secondary data used will be historical BPR financial reports, which have been reported to the Financial 

Services Authority (OJK) in the form of quarterly reports and made public. The historical secondary data used in 

this study is sourced from BPR quarterly reports submitted to the Financial Services Authority (OJK) online using 

the OJK Online Reporting Application, commonly known as APOLO. The time periods and positions examined are 

the time series for December 2019, 2020, 2021, 2022, 2023, and 2024. 

 

Population and Sample 

The rural bank (BPR) population used in this study comprises all conventional rural banks (BPRs) in 

Indonesia. Based on the data obtained, the total population is 1,356. However, available data indicates 1,183 units 

registered with the Financial Services Authority (OJK) for the period 2019 to 2024. This population is further 

categorized into three strata based on total assets: 

1. Small BPRs, namely BPRs with total assets < Rp. 20 billion, number 141 units (125 owned by the private sector 

and 16 owned by the local government). 

2. Medium BPR, namely BPR with total assets between IDR 20 billion and IDR 500 billion, totaling 970 units 

(837 owned by the private sector and 133 owned by the local government). 

3. Large BPRs, namely BPRs with total assets > IDR 500 billion, totaling 72 units (42 owned by the private sector 

and 30 owned by the local government). 

The sample in this study was conducted using a Stratified Random Sampling technique, which was chosen 

because the BPR population has diverse characteristics, particularly in terms of private and local government 

ownership and asset size strata: small, medium, and large. The sample size was determined using the Slovin formula 

with a margin of error of 10%, considering the relatively large population and the research objectives focused on 

obtaining an overview and conducting comparative tests. The calculation is as follows: 

𝑛 =  
𝑁

1 + 𝑁 ⋅ (𝑒)2
 

𝑛 =  
1.183

1 + 1.183 ⋅ (0,1)2
 

𝑛 = 92 

Based on this formula, a research sample of 92 BPRs was obtained and to show the representation of each 

group stratum, the Stratified Random Sampling technique was used. 
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Table 3.Sample Distribution Table Summary 

Asset Strata 
Private BPR 

(Pop. 1,004) 

Private 

Samples (92) 

Regional 

Government 

BPR (Pop. 179) 

Local 

Government 

Samples (92) 

Small (< Rp. 20 M) 125 11 16 8 

Intermediate (20-500 M) 837 77 133 68 

Large (> Rp. 500 M) 42 4 30 16 

Total 1,004 92 179 92 

 

Thus, the total sample used in this study was 184 BPRs, namely 92 private BPRs and 92 local government 

BPRs, which were randomly selected proportionally from each stratum. 

 

Method of collecting data 

The data collected is secondary, so the data collection method used is non-participant observation. Therefore, 

the steps taken were to record all data required for this study as stated in the BPR Publication Report submitted to 

the Financial Services Authority (OJK) through APOLO. The time period and positions to be tested are the time 

series for December 2019, 2020, 2021, 2022, 2023, and 2024. 

 

Data Analysis Techniques 

This study uses a quantitative data analysis approach, using a quantitative data analysis methodology with 

multiple regression test methods, normality tests, multicollinearity tests, heteroscedasticity, and autocorrelation., as 

well as model feasibility tests, tests of the influence between research variables. 

 

RESEARCH RESULTS AND DISCUSSION 
Research result 

Descriptive Data 

This study uses secondary data obtained from the annual financial reports of 92 private rural banks (BPR) and 

92 regional rural banks (BPR) in Indonesia over a six-year observation period, from 2019 to 2024. With a sample of 

184 BPRs and a six-year observation period, the total observation data used in this study is 1,104 observations. 

Descriptive statistics of each variable will be explained in detail to provide a general overview of the data 

characteristics, including the trend of average values, variations in distribution, and fluctuations in minimum and 

maximum values during the observation period. 

Table 4.Descriptive Statistics 

Variables N Minimum Maximum Mean 
Standard 

Deviation 

Private BPR 

Non-Performing Loan (X1) 302 0.05 17.19 6,0866 3.93260 

Capital Adequacy Ratio (X2) 302 4.77 69.60 33,3896 13,10918 

Loan to Deposit Ratio (X3) 302 49.96 110.91 80,0947 12.22363 

Firm Size (X4) 302 16.10 19.55 17,8567 ,73098 

Return on Assets (Y) 302 -1,110 6,310 2.62315 1.580012 

Regional Government BPR 

Non-Performing Loan (X1) 488 0.11 24.45 6,0447 5,03877 

Capital Adequacy Ratio (X2) 488 6.15 109.24 37,6851 19.77338 

Loan to Deposit Ratio (X3) 488 31.17 205.18 81,0873 17,98860 

Firm Size (X4) 488 15.79 21.15 18,5742 1,20843 

Return on Assets (Y) 488 -3,000 7,330 2,11723 1.449395 

 

a. Non-Performing Loan   

In Private Rural Banks, based on the results of data processing by removing outliers, the observation data 

amounted to 302, the Non-Performing Loan (NPL) value ranged from 0.05 to 17.19, with an average value of 

6.0866 and a standard deviation of 3.93260. These results indicate that in general, Private Rural Banks have a 
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fairly high level of non-performing loans, with differences between banks that are still moderate. A minimum 

value of 0.05 reflects the presence of Rural Banks that are able to maintain good credit quality, while a maximum 

value of 17.19 indicates that Rural Banks face serious challenges in managing credit risk. In BPR Pemda, the 

data processing results after outliers produced 488 observation data, with NPL values ranging from 0.11 to 

24.45, an average value of 6.0447, and a standard deviation of 5.03877. This indicates that in general BPR 

Pemda also faces quite significant non-performing loans, with greater variation than private BPR. The minimum 

value of 0.11 indicates that BPR Pemda is relatively able to control credit risk, while the maximum value of 

24.45 reflects BPR Pemda with a very high level of credit risk. When compared, the average NPLs in private 

rural banks (6.0866) and regional rural banks (6.0447) are not significantly different, so in general, both face 

almost the same problem credit conditions. However, the standard deviation of regional rural banks (5.03877) 

is greater than that of private rural banks (3.93260), which means that the variation or inequality in NPL 

conditions between regional rural banks is higher. Thus, although the average NPLs of the two groups are 

relatively similar, the distribution of data indicates that credit risk in regional rural banks is more diverse and 

uneven than in private rural banks. 

 

b. Capital Adequacy Ratio 

In Private BPRs, based on the results of data processing by removing outlier data, the observation data 

amounted to 302, the Capital Adequacy Ratio (CAR) value ranged from 4.77 to 69.60, with an average of 

33.3896 and a standard deviation of 13.10918. This indicates that the capital adequacy level of Private BPRs 

varies relatively, but is generally at a fairly high level. A minimum value of 4.77 indicates a BPR with low 

capital that is at risk of facing limitations in absorbing losses, while a maximum value of 69.60 reflects a BPR 

with very large capital adequacy so that it is stronger in facing potential risks. In BPR Pemda, based on the 

results of data processing by removing outlier data, the observation data amounted to 488, the CAR value was 

in the range of 6.15 to 109.24, with an average of 37.6851 and a standard deviation of 19.77338. The higher 

average value compared to Private BPR indicates that BPR Pemda generally has better capitalization. The 

minimum value of 6.15 indicates that there are BPR Pemda with very low capitalization, while the maximum 

value of 109.24 indicates that there are BPR Pemda with a very strong capital structure, even far exceeding the 

minimum provisions required by the regulator. In comparison, the average CAR of local government-owned 

rural banks (37.6851) is higher than that of private rural banks (33.3896), thus concluding that local rural banks 

tend to be stronger in terms of capital adequacy. However, the standard deviation of CAR of local government-

owned rural banks (19.77338) is also greater than that of private rural banks (13.10918), indicating higher 

variation among local government-owned rural banks. This indicates that although local government-owned 

rural banks are superior in capitalization on average, there is a larger gap among local government-owned rural 

banks compared to the more homogeneous private sector banks. 

 

c. Loan to Deposit Ratio 

In Private BPRs, based on the results of data processing by removing outlier data, the observation data 

amounted to 302, the Loan to Deposit Ratio (LDR) value was in the range of 49.96 to 110.91, with an average 

of 80.0947 and a standard deviation of 12.22363. This indicates that Private BPRs generally have a relatively 

moderate level of credit distribution to third-party funds. The minimum value of 49.96 indicates that Private 

BPRs tend to be conservative, while the maximum value of 110.91 indicates that Private BPRs are quite 

aggressive in distributing credit compared to the funds they have successfully collected. In BPR Pemda, based 

on the results of data processing by removing outlier data, the observation data amounted to 488, the LDR value 

was recorded in the range of 31.17 to 205.18, with an average of 81.0873 and a standard deviation of 17.98860. 

The minimum value of 31.17 indicates that there are BPR Pemda that are very cautious in distributing credit, 

while the maximum value of 205.18 indicates that there are BPR Pemda that are very aggressive with credit 

distribution more than double the funds collected, thus increasing liquidity risk. In comparison, the average 

LDR of local government-owned rural banks (81.0873) is slightly higher than that of private rural banks 

(80.0947). However, the standard deviation of local government-owned rural banks (17.98860) is greater than 

that of private rural banks (12.22363), indicating wider variation among local government-owned rural banks. 

Therefore, although the average LDR of both banks is almost the same, local government-owned rural banks 

are more heterogeneous in their credit distribution strategies, while private rural banks are more consistent in 

maintaining a balance between fundraising and credit distribution. 
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d. Firm Size 

In Private BPRs, based on the results of data processing by removing outlier data, the observation data 

amounted to 302, the Firm Size (SIZE) value proxied by the natural logarithm of total assets was in the range 

of 16.10 to 19.55, with an average of 17.8567 and a standard deviation of 0.73098. This indicates that most 

Private BPRs have relatively homogeneous company sizes, with not too wide variations between units. The 

minimum value of 16.10 reflects the existence of Private BPRs with relatively small assets, while the maximum 

value of 19.55 indicates BPRs with larger assets, although still within the scope of the BPR scale. In BPR 

Pemda, based on the results of data processing by removing outlier data, the observation data amounted to 488, 

the SIZE value was recorded in the range of 15.79 to 21.15, with an average of 18.5742 and a standard deviation 

of 1.20843. The minimum value of 15.79 indicates the presence of BPR Pemda with relatively small assets, 

while the maximum value of 21.15 indicates the presence of BPR Pemda with quite large assets. The higher 

average compared to Private BPR illustrates that BPR Pemda in general has a larger business scale. In 

comparison, the average SIZE of local government-owned rural banks (18.5742) is higher than that of private 

rural banks (17.8567), indicating that local rural banks tend to have larger assets. Furthermore, the standard 

deviation of SIZE of local government-owned rural banks (1.20843) is also larger than that of private rural 

banks (0.73098), indicating a wider variation in company size among local government-owned rural banks. 

Therefore, although local government-owned rural banks are larger in terms of assets on average, the level of 

heterogeneity among local government-owned rural banks is also higher compared to private rural banks, which 

are relatively more uniform. 

 

e. Return on Assets(ROA) 

In Private BPRs, based on the results of data processing by removing outlier data, the observation data 

amounted to 302, the Return on Assets (ROA) value was in the range of -1.110 to 6.310, with an average of 

2.62315 and a standard deviation of 1.580012. This indicates that the profitability of Private BPRs tends to be 

positive and stable, with most BPRs being able to generate profits from their total assets. The minimum value 

of -1.110 indicates that there are Private BPRs that are experiencing losses, while the maximum value of 6.310 

reflects that there are Private BPRs that are very effective in utilizing assets to generate profits. In BPR Pemda, 

based on the results of data processing by removing outlier data, the observation data amounted to 488, the ROA 

value was in the range of -3,000 to 7,330, with an average of 2.11723 and a standard deviation of 1.449395. 

The lower average compared to Private BPR indicates that in general the profitability of BPR Pemda tends to 

be lower. The minimum value of -3,000 reflects the existence of BPR Pemda with a fairly problematic financial 

condition due to significant losses, while the maximum value of 7,330 indicates that there are BPR Pemda that 

are able to achieve a high level of profitability. 

In comparison, the average ROA of private rural banks (2.62315) is higher than that of local government-

owned rural banks (2.11723). This indicates that private rural banks are generally more efficient in utilizing 

assets to generate profits than local government-owned rural banks. However, the standard deviation of private 

rural banks (1.580012) is slightly higher than that of local government-owned rural banks (1.449395), indicating 

greater variation in profitability performance among private rural banks. Therefore, it can be concluded that 

although private rural banks tend to be more profitable, the level of profitability stability is actually better among 

local government-owned rural banks. 

 

Data Normality TestAfter Outlier 

The results of the first and second regression normality tests are presented as follows. 

First Regression Second Regression 
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Regression Histogram 1 

 

Regression Histogram 2 

 
Source: processed data, 2025 

Figure 2. PP Plot and Histogram Normality Test 

Table 5. Kolmogorov-Smirnov Normality Test 
First Regression Second Regression 

 

One-Sample Kolmogorov-Smirnov Test 

 

Unstandardized 

Residual 

N 302 

Normal 

Parametersa,b 

Mean ,0000000 

Standard 

Deviation 

1.40540070 

Most Extreme 

Differences 

Absolute ,049 

Positive ,049 

Negative -,033 

Test Statistics ,049 

Asymp. Sig. (2-tailed) ,081c 
 

 

One-Sample Kolmogorov-Smirnov Test 

 

Unstandardized 

Residual 

N 488 

Normal 

Parametersa,b 

Mean ,0000000 

Standard 

Deviation 

1,29318524 

Most Extreme 

Differences 

Absolute ,039 

Positive ,037 

Negative -,039 

Test Statistics ,039 

Asymp. Sig. (2-tailed) ,077c 
 

Source: processed data, 2025 

 

In Figure 2. above, the results of the normality test for the first regression of Private BPRs and the second 

regression of Regional BPRs show that the histogram graph forms a bell-shaped pattern, and the Normal PP Plot 

graph shows residual points spread along a diagonal line. This pattern indicates that the residuals from both 

regression models tend to be normally distributed after removing outliers. The results of this test are strengthened by 

the Kolmogorov-Smirnov statistical test as presented in Table 5. For the first regression, a significance value of 

0.081 was obtained, while the second regression was 0.077. Both significance values are greater than 0.05, so it can 

be concluded that the residuals of both regression models are normally distributed. Thus, it can be concluded that 

after removing outliers, the first regression model for Private BPRs and the second regression model for Regional 

BPRs meet the normality assumption. This indicates that the regression models are suitable for use in hypothesis 

testing in the next analysis stage. 

 

Multiple Regression Test 

The results of multiple regression analysis to determine the extent of influence of the independent variables 

on the dependent variable by observing the coefficient values. The results of the first and second regressions are 

presented below. 

Table 6. Multiple Regression Analysis First Equation 

Variables B Std. Error t Sig. 

(Constant) -1,328 2,342 -,567 0.571 

Non-Performing Loan (X1) -,104 0.021 -4,906 0,000 

Capital Adequacy Ratio (X2) ,025 0.007 3,561 0,000 

Loan to Deposit Ratio (X3) ,048 0.007 7,165 0,000 

Firm Size (X4) -,006 0.123 -,053 0.958 

R Square 0.457 F count 19.596 

                    Adjusted R2 0.209 Probability F 0.000 
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Table 6 shows the results of the multiple regression test of the first equation with the dependent variable Return 

on Assets (ROA) and the independent variables Non-Performing Loans (NPL), Capital Adequacy Ratio (CAR), 

Loan to Deposit Ratio (LDR), and Firm Size. The regression model obtained is as follows. 

First Equation; 

ROA = - 1.328 - 0.104 NPL + 0.025 CAR + 0.048 LDR - 0.006 SIZE + e 

a. The constant value (α = -1.328) is negative. This means that if all independent variables, NPL, CAR, LDR, and 

SIZE, are considered constant or zero, then the ROA of private rural banks for the 2019-2024 period has a 

baseline value of -1.328. This negative value indicates that without the influence of the independent variables, 

ROA tends to be low. 

b. It is known that Non-Performing Loans (X1) show a negative regression coefficient value (-) of -0.104. This 

result indicates that at a significance level of 5% (0.05), Non-Performing Loans have a negative and significant 

effect on ROA in Private BPRs. The direction of the negative relationship indicates that the higher the NPL, the 

lower the profitability (ROA). 

c. The Capital Adequacy Ratio (X2) is known to have a regression coefficient value of 0.025 with a significance 

value of 0.000 < 0.05. These results indicate that CAR has a positive and significant effect on ROA.The 

direction of this relationship means that the influence is directly proportional, SThe higher the CAR, the 

higher the financial performance of private BPRs as measured by ROA. 

d. The Loan to Deposit Ratio (X3) is known to have a regression coefficient of 0.048 with a significance value of 

0.000 < 0.05. This means that the LDR has a positive and significant effect on ROA.The direction of this 

relationship means that the influence is directly proportional., shows that the higher the LDR, the greater the 

profitability generated by Private BPRs. 

e. It is known that Firm Size (X4) shows a negative regression coefficient of -0.006 with a significance level of 

5%. The direction of this relationship indicates that the effect is inversely proportional. Although the coefficient 

is negative, this relationship is not significant because the sig. value of 0.958 is >0.05. This result means that 

company size does not significantly influence ROA, so the SIZE variable cannot be used as a determining factor 

in reducing ROA of Private BPRs. 

 

After discussing the multiple regression results for the first model (private rural banks), the next analysis 

focuses on the second model, which uses a sample of regional government-owned rural banks. This model aims to 

examine the effect of non-performing loans (NPLs), capital adequacy ratio (CAR), loan-to-deposit ratio (LDR), and 

firm size on return on assets (ROA) in regional government-owned rural banks, as follows. 

 

Table 7 Multiple Regression Analysis of the Second Equation 

Variables B Std. Error t Sig. 

(Constant) -3,663 1,135 -3,228 0.001 

Non-Performing Loan (X1) -0.095 0.012 -8,078 0,000 

Capital Adequacy Ratio (X2) 0.023 0.003 6,696 0,000 

Loan to Deposit Ratio (X3) 0.002 0.003 0.721 0.471 

Firm Size (X4) 0.285 0.056 5,085 0,000 

R Square 0.452 F count 30.934 

Adjusted R2 0.204 F probability 0.000 

a. Dependent Variable: Return On Assets (Y2)   

Source: processed data, 2025 

From table 7, the results of the second model regression equation are as follows. 

Second Equation; 

 

ROA= -3.663 - 0.095 NPL + 0.023 CAR + 0.002 LDR + 0.285 SIZE + e 

a. The constant value (α = -3.663) is negative. This indicates that if all independent variables (NPL, CAR, LDR, 

and SIZE) are held constant or equal to zero, the ROA of BPR Pemda will be at a baseline of -3.663. This 

negative value indicates a low baseline for profitability without any contribution from the independent variables. 

b. It is known that Non-Performing Loans (X1) have a regression coefficient of -0.095 with a significance value 

of 0.000 < 0.05. This means that NPLs have a negative and significant effect on ROA. This negative relationship 
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indicates an inverse relationship, meaning that the higher the level of non-performing loans, the lower the level 

of profitability of BPR Pemda. 

c. The Capital Adequacy Ratio (X2) is known to have a regression coefficient of 0.023 with a significance value 

of 0.000 < 0.05. These results indicate that CAR has a positive and significant effect on ROA. The direction of 

this positive relationship means a direct correlation, meaning that the higher the level of capital adequacy, the 

higher the profitability of the Regional BPR. 

d. The Loan to Deposit Ratio (X3) shows a regression coefficient of 0.002 with a significance value of 0.471 > 

0.05. This indicates that the LDR has a positive but insignificant effect on ROA. This positive relationship 

indicates a direct correlation, but because it is insignificant, an increase in the LDR does not have a significant 

impact on the profitability of local government-owned rural banks. 

e. Firm Size (X4) shows a regression coefficient of 0.285 with a significance value of 0.000 < 0.05. These results 

indicate that firm size has a positive and significant effect on ROA. The direction of this positive relationship 

means a direct correlation, meaning that the larger the BPR Pemda's asset size, the higher the bank's ability to 

generate profitability. 

 

Research Hypothesis Testing 

t-test (Partial Regression Test) 

The t-test was conducted to determine the influence between research variables and to prove the hypothesis 

formed, by paying attention to the p-value (Siq.) if <0.05, it can be interpreted that there is a significant influence of 

the independent variable on the dependent variable. The results of the first and second regression t-tests are presented 

below. 

Table 8. First Regression t-Test 

Variables 

Unstandardized 

Coefficients 

B 

Std. 

Error 

Standardized 

Coefficients 

Beta 

t-statistic 

Sig. 

(Constant) -1,328 2,342  -,567 0.571 

Non-Performing Loan (X1) -,104 0.021 -,259 -4,906 0,000 

Capital Adequacy Ratio (X2) ,025 0.007 ,207 3,561 0,000 

Loan to Deposit Ratio (X3) ,048 0.007 ,373 7,165 0,000 

Firm Size (X4) -,006 0.123 -,003 -,053 0.958 

Dependent Variable: Return On Assets (Y1) 

In table 8 above, the t-test will be explained below. 

1. Non-Performing Loan (X1) 

Based on the t-test results, the Non-Performing Loan (NPL) variable has a t-value of -4.906 and a significance 

value of 0.000 <0.05. These results indicate that NPL has a negative and significant effect on ROA of Private 

BPRs. The higher the NPL ratio, the lower the level of profitability (ROA). Therefore, hypothesis H1a, which 

states that NPL has a negative effect on ROA of Private BPRs, is accepted. 

2. Capital Adequacy Ratio (X2) 

The Capital Adequacy Ratio (CAR) variable has a t-value of 3.561 and a significance level of 0.000 <0.05. This 

indicates that CAR has a positive and significant effect on ROA of private rural banks. An increase in CAR will 

be followed by an increase in ROA. Therefore, hypothesis H2a, which states that CAR has a positive effect on 

ROA of private rural banks, is accepted. 

3. Loan to Deposit Ratio (X3) 

The test results show that the Loan to Deposit Ratio (LDR) variable has a regression coefficient of 0.048 with 

a t-test of 7.165 and a significance level of 0.000 <0.05. This indicates that the LDR has a positive and significant 

effect on the ROA of private rural banks. The higher the LDR, the greater the resulting profitability. Therefore, 

hypothesis H3a, which states that the LDR has a positive effect on the ROA of private rural banks, is accepted. 

4. Firm Size (X4) 

The Firm Size variable has a t-value of -0.053 and a significance level of 0.958 > 0.05. These results indicate 

that firm size does not significantly influence the ROA of private rural banks. The negative direction of the 

relationship indicated by the coefficient actually indicates an inverse relationship, but because the significance 

value is greater than 0.05, the relationship is not statistically proven. Thus, hypothesis H4a, which states that 
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Firm Size has a positive effect on the ROA of private rural banks, is rejected. 

Next, the second regression t-test with the dependent variable Firm Size will be explained as follows. 

Table 9. Second Equation t-Test 

Variables 

Unstandardize

d Coefficients 

B 

Std. 

Error 

Standardized 

Coefficients 

Beta 

t-

statistic Sig. 

(Constant) -3,663 1,135  -3,228 ,001 

Non-Performing Loan (X1) -,095 ,012 -,330 -8,078 ,000 

Capital Adequacy Ratio 

(X2) 
,023 ,003 ,311 6,696 ,000 

Loan to Deposit Ratio (X3) ,002 ,003 ,029 ,721 ,471 

Firm Size (X4) ,285 ,056 ,238 5,085 ,000 

a. Dependent Variable: Return On Assets (Y2) 

Source: processed data, 2025 

In table 9. above, the t-test for the second equation will be explained below. 

1. Non-Performing Loan (X1) 

The statistical test results show that NPL significantly influences the ROA of BPR Pemda. This is indicated by 

a significance value of 0.000 < 0.05 and a t-value of -8.078, which means it falls within the hypothesis 

acceptance criteria. The negative direction of the relationship indicates an inverse relationship, meaning that the 

higher the non-performing loans, the lower the bank's profitability. Therefore, hypothesis H1b is accepted. 

2. Capital Adequacy Ratio (X2) 

The statistical test results show that CAR significantly influences the ROA of BPR Pemda. This is indicated by 

a significance value of 0.000 < 0.05 and a t-value of 6.696. The positive direction of the relationship indicates 

a direct proportional relationship, meaning that the higher the capital adequacy level, the higher the bank's 

profitability. Therefore, hypothesis H2b is accepted. 

3. Loan to Deposit Ratio (X3) 

The statistical test results indicate that LDR has no significant effect on the ROA of local government-owned 

rural banks. This is indicated by a significance value of 0.471 > 0.05 and a t-value of 0.721, which falls outside 

the hypothesis acceptance criteria. Although the direction of the relationship is positive or directly proportional, 

its effect is not statistically proven. Therefore, hypothesis H3b is rejected. 

4. Firm Size (X4) 

Statistical test results show that firm size significantly influences the ROA of local government-owned rural 

banks. This is indicated by a significance value of 0.000 < 0.05 and a t-value of 5.085. This positive relationship 

indicates a direct proportional relationship, where the larger the bank's asset size, the higher the resulting 

profitability. Therefore, hypothesis H4b is accepted. 

 

F Test (Simultaneous Effect) 

The results of the F test for the first and second regressions are presented in the following table. 

Table 10. First Regression F Test 

Model F count Sig. 

Regression 1 

Residual 

Total 

19,596 0,000 

Source: processed data, 2025 

Table 10. above shows an F-count value of 19.596 with a significance value of 0.000 < 0.05. The results of 

this statistical test indicate that simultaneously, the four independent variables, namely Non-Performing Loan (NPL), 

Capital Adequacy Ratio (CAR), Loan to Deposit Ratio (LDR), and Firm Size, have a significant effect on Return on 

Assets (ROA) in Private BPRs. 

Next, the second regression f-test will be explained with the dependent variable ROA at BPR Pemda as 

follows. 
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Table 11. Regression F TestSecond 

Model F count Sig. 

Regression 2 

Residual 

Total 

30,934 0,000 

Source: processed data, 2025 

 

Table 11. above shows the F-count value of 30.934 with a significance value of 0.000 < 0.05. The results of 

this test indicate that simultaneously, the four independent variables, namely Non-Performing Loan (NPL), Capital 

Adequacy Ratio (CAR), Loan to Deposit Ratio (LDR), and Firm Size, have a significant effect on Return on Assets 

(ROA) at BPR Pemda. A significance value smaller than 0.05 indicates that the second regression model can be 

declared suitable for use to explain the relationship between the independent variables and ROA. 

 

Model Determination Coefficient 

In this study, the determination test was conducted in the first regression on private rural banks. The results of 

the determination test are as follows. 

 

Table 12. First Regression Determination Coefficient 

Model 
R Square 

Adjusted 

R Square 

Regression 1 0.209 0.198 

Source: processed data, 2025 

 

Table 12 shows that in the first regression, the R Square value was 0.209 and the Adjusted R Square value 

was 0.198. This indicates that approximately 20.9% of the variation in Return on Assets (ROA) in Private BPRs can 

be explained by the independent variables used in the model, namely Non-Performing Loans (NPL), Capital 

Adequacy Ratio (CAR), Loan to Deposit Ratio (LDR), and Firm Size. Meanwhile, the lower Adjusted R Square 

value, namely 0.198, reflects an adjustment to the number of independent variables used in the model. 

Next, the determination of the second regression will be explained with the dependent variable ROA at BPR 

Pemda as follows. 

Table 13. Coefficient of Determination of the Second Equation 

Model R Square Adjusted 

R Square 

Regression 2 0.204 0.197 

Source: processed data, 2025 

Table 13 shows that in the second regression, the R Square value is 0.204 and the Adjusted R Square value is 

0.197. This means that approximately 20.4% of the variation in Return on Assets (ROA) at BPR Pemda can be 

explained by the independent variables used in the model, namely Non-Performing Loan (NPL), Capital Adequacy 

Ratio (CAR), Loan to Deposit Ratio (LDR), and Firm Size. Meanwhile, the Adjusted R Square value of 0.197 shows 

an adjustment to the number of variables used in the model, which provides a more realistic estimate of the model's 

ability to explain variations in ROA.These results indicate that although the independent variables influence the ROA 

of local government-owned rural banks, their contribution is relatively limited, as the Adjusted R-square value is 

still below 0.20. Therefore, most of the variation in ROA in local-owned rural banks is likely influenced by factors 

outside this research model, such as operational efficiency, governance quality, or external macroeconomic factors.  

Compared to the first regression, the determination value in the second regression (R² = 0.204) is slightly lower than 

the first regression (R² = 0.209). This indicates that the NPL, CAR, LDR, and Firm Size variables have a greater 

ability to explain variations in ROA in private rural banks compared to regional government rural banks. In other 

words, the financial performance of private rural banks is more sensitive to these internal factors compared to 

regional government rural banks, which may be more influenced by external factors and the role of regional 

government policies. 
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DISCUSSION OF RESEARCH RESULTS 

The Effect of Non-Performing Loans on Return on Assets (ROA) of Private BPRs 

The results of the study indicate that Non-Performing Loans (NPLs) have a negative and significant effect on 

Return on Assets (ROA), both in Private and Regional Government-owned BPRs. This is evident from the 

significance value of 0.000 < 0.05 with a negative coefficient direction. This finding confirms that the higher the 

non-performing loan ratio, the lower the bank's profitability due to reduced interest income and increased 

provisioning costs. This condition aligns with the results of research by Silpiani & Kusumawardani (2025) which 

shows that NPLs have a negative relationship to ROA in banks listed on the IDX, and is reinforced by Cendani & 

Puspitasari (2025) who emphasize that NPLs are an important indicator of profitability stability. From a risk 

perspective, this negative relationship is also consistent with the concept of risk-return trade-off, as explained by 

Denanti & Syarief (2025) that increasing NPLs reflect weak credit risk management and reduce bank 

competitiveness. Therefore, strengthening the credit analysis function, debtor monitoring, and portfolio 

diversification are strategic steps to reduce NPLs so that ROA performance is maintained. 

 

The Effect of Non-Performing Loans on Return on Assets (ROA) of Regional Government BPRs 

The analysis results show that Non-Performing Loans (NPLs) also have a negative and significant effect on 

ROA (p-value 0.000 < 0.05). This indicates that a high non-performing loan ratio reduces the financial performance 

of Regional Government BPRs. This finding supports research by Silpiani & Kusumawardani (2025) and Cendani 

& Puspitasari (2025), which found that high NPLs depress bank net profits due to increased loss provision expenses. 

In the context of Regional Government BPRs, increasing NPLs are often associated with credit distribution policies 

that are more oriented towards empowering the local community's economy than solely profit-oriented. Therefore, 

improvements in the quality of credit analysis and risk monitoring systems are needed. 

 

Capital Adequacy Ratio to Return on Assets (ROA) of Private BPRs 

The Capital Adequacy Ratio (CAR) has a positive and significant effect on ROA (p-value 0.000 < 0.05). This 

means that high capital adequacy improves the ability of private rural banks to bear risks and strengthens public trust. 

These results support the findings of Silpiani & Kusumawardani (2025) that CAR contributes positively to bank 

profitability. Suryanto & Rasmini (2025) also emphasized that strong capital expands credit distribution capacity 

and strengthens resilience to financial shocks. However, Handayani & Sopian (2025) cautioned that the positive 

effect of CAR on ROA will be effective if capital is used efficiently for productive activities. 

 

Capital Adequacy Ratio to Return on Assets (ROA) of Regional Government BPRs 

The Capital Adequacy Ratio (CAR) has a positive and significant effect on ROA (p-value 0.000 < 0.05). This 

means that the higher the capital adequacy ratio, the stronger the ability of regional government-owned rural banks 

to bear risk and strengthen public trust. This finding is consistent with Dewi & Prasetyo (2022) and Rahman & 

Abdullah (2024), who emphasized that CAR is a key factor in maintaining the financial stability of regional banks. 

Furthermore, an increase in CAR strengthens banks' ability to expand financing and mitigate potential non-

performing loan risks. 

 

The Influence of Loan to Deposit Ratio on Return on Assets (ROA) of Private BPRs 

The Loan to Deposit Ratio (LDR) study results show a positive and significant effect on ROA (p-value 0.000 

< 0.05). This means that the greater the third-party funds disbursed as productive loans, the greater the profit 

generated. These results support research by Fauzi & Setyawan (2022) and Wijayanti et al. (2023), which assert that 

a high LDR indicates good intermediation capacity and contributes to increased profitability. However, balance is 

still needed to ensure liquidity is not disrupted.  

The Influence of Loan to Deposit Ratio on Return on Assets (ROA) of Regional Government BPRs 

Unlike private rural banks (BPR), the Loan to Deposit Ratio (LDR) variable in regional government-owned 

rural banks (BPR Pemda) did not significantly impact ROA (p-value 0.471 > 0.05). This result indicates that although 

third-party funds are channeled in the form of credit, this has not significantly impacted profitability. This finding 

aligns with research by Kusuma & Rachman (2023) and Putri & Lestari (2021), which explains that regional BPRs 

tend to be oriented towards social and regional development, rather than simply pursuing profit. This results in 

suboptimal credit distribution efficiency in generating profits. 
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The Effect of Size on Return on Assets (ROA) of Private BPRs 

Firm Size did not significantly impact ROA (p-value 0.958 > 0.05), with a negative correlation. This means 

that increasing assets does not necessarily lead to increased profitability. This suggests that a large business scale 

does not necessarily guarantee efficiency. This finding aligns with the findings of Rahmawati & Hidayat (2021) and 

Ningsih & Pratiwi (2022), which explain that company size does not always reflect operational effectiveness, 

especially if management is not optimal in managing resources. Therefore, private rural banks (BPRs) need to 

improve operational efficiency so that asset growth can directly contribute to profitability. 

 

The Effect of Size on Return on Assets (ROA) of Regional Government BPRs 

Firm size has a positive and significant effect on ROA (p-value 0.000 < 0.05). This means that the greater the 

total assets of a local government-owned rural bank, the higher its profit-generating capacity. This aligns with 

research by Putri & Santoso (2022) and Chowdhury & Ahmed (2022), which states that large company size provides 

a competitive advantage through scale efficiency and product diversification. However, as Hendri & Yuliana (2023) 

point out, increased profitability can only be achieved if supported by good governance and effective managerial 

strategies in utilizing assets. 

 

CONCLUSION 

This study concludes that credit risk, capital, liquidity, and bank size have different effects on financial 

performance (ROA) at conventional People's Economic Banks (BPR) in Indonesia based on ownership structure. In 

privately owned rural banks (BPR), Non-Performing Loans (NPLs) have been shown to have a negative and 

significant effect on ROA, indicating that the higher the level of non-performing loans, the lower the bank's 

profitability. Conversely, the Capital Adequacy Ratio (CAR) and the Loan-to-Deposit Ratio (LDR) have a positive 

and significant effect on ROA, indicating that capital adequacy and optimization of the intermediation function can 

improve financial performance. However, bank size (Firm Size) does not significantly affect ROA, indicating that 

asset size does not always reflect profit-generating ability. 

Meanwhile, in regional government-owned rural banks (BPRs), NPL also had a negative and significant effect 

on ROA, confirming that non-performing loans are a major factor in declining profitability. CAR and Firm Size had 

a positive and significant effect on ROA, indicating that strong capitalization and large asset size can strengthen the 

financial performance of regional BPRs. Unlike private BPRs, LDR did not have a significant effect on ROA, 

indicating that effective credit distribution has not yet fully translated into increased profitability. The results of this 

study confirm that ownership structure moderates the relationship between risk factors and financial performance, 

where private BPRs are more sensitive to operational efficiency and intermediation, while local government BPRs 

are more dependent on capital strength and asset scale in achieving profitability. 

 

RESEARCH LIMITATIONS 

This study has several limitations that should be noted. First, the variables used only cover NPL, CAR, LDR, 

and Firm Size, so other factors such as operational efficiency (BOPO), NIM, or governance have not been analyzed. 

Second, the observation period is limited to 2019-2024, so it does not fully reflect long-term dynamics. Third, the 

use of secondary data and the outlier removal process can reduce data variation. Fourth, this study only focuses on 

conventional rural banks (BPRs) based on ownership (private and local government), so the results cannot be 

generalized to other types of financial institutions. 

 

FUTURE RESEARCH AGENDA 

Based on the limitations outlined above, several suggestions for further research are available. First, it is 

recommended to add other variables such as Net Interest Margin (NIM), BOPO (Opportunity to Operating Income), 

managerial efficiency, or governance quality to make the analysis of BPR financial performance more 

comprehensive. Second, the observation period should be extended to more than 10 years to capture long-term 

dynamics and regulatory changes. Third, future research could compare BPRs with other financial institutions, such 

as commercial banks, Islamic BPRs, or savings and loan cooperatives, to broaden the analytical perspective. Fourth, 

external factors such as inflation, interest rates, and economic growth should also be considered to ensure the research 

results are more representative of the macroeconomic conditions that influence BPR performance. 

 

 



THE EFFECT OF CREDIT RISK ON FINANCIAL PERFORMANCE OF CONVENTIONAL PEOPLE'S BANKS IN 

INDONESIA (Comparative Study between Privately Owned and Local Government Owned BPRs) 

Reza Surya Akdiwidjaya and Wisnu Mawardi 

Publish by Radja Publika 

               7443 

REFERENCES 

Abbas, F., Tahir, M., & Rahman, M. (2021). Credit risk, capital adequacy and bank profitability: Evidence from 

emerging economies. Journal of Risk and Financial Management, 14(9), 1–17. 

Afriyie, Harrison Owusu, and Akotey, Joseph Oscar. 2013. “Credit Risk Management and Profitability of Rural 

Banks in the Brong Ahafo Region of Ghana.” European Journal of Business and Management. Vol.5, No.24: 

24-33. 

Alqaralleh, H. (2021). The impact of capital adequacy on bank profitability: Evidence from Jordan. International 

Journal of Economics and Financial Issues, 11(2), 45–52. https://doi.org/10.32479/ijefi.11023 

Andriano, Dendy, Yulita Zanaria and Ardiansyah Japlani. 2021. “The Effect of Productive Asset Quality on ROA at 

Bank BRI Syariah (Persero).” AKTIVA Accounting Journal. Vol 2. No. 1: 71-77. 

Andrianto, 2020. Credit Management: Theory and Concepts for Commercial Banks. 1st Edition. CV. Qiara Media 

Publisher. 

Avrita, Risky Diba, and Pangestuti, Irene Rini Demi. 2016. “Analysis of the Influence of CAR, NPL, LDR, NIM, 

and BOPO on Bank Profitability (Comparison of Publicly Listed Banks and Non-Publicly Listed Banks in 

Indonesia for the Period 2011-2014).” Diponegoro Journal of Management, Vol. 5 No. 2: 1-13. 

Bank Indonesia. 1997. Decree of the Board of Directors of Bank Indonesia Number 30/12/KEP/DIR concerning 

Procedures for Assessing the Health Level of Rural Credit Banks. Jakarta. 

Basel Committee on Banking Supervision. 2006. International Convergence of Capital Measurement and Capital 

Standards. Bank for International Settlements Press & Communications. Basel. 

Cendani, M., & Puspitasari, S. (2025). Effectiveness of macroprudential policy on banking credit growth in 

Indonesia: Dynamic panel estimation. Journal of Financial Economic Policy. Emerald Publishing. 

https://scispace.com/papers/effectiveness-of-macroprudential-policy-on-banking-credit-q8608gaba14h 

Chowdhury, M., & Ahmed, S. (2022). Firm size and bank profitability in developing economies: Evidence from 

South Asia. International Journal of Economics and Financial Issues, 12(3), 77–86. 

https://doi.org/10.32479/ijefi.12345 

Denanti, A., & Syarief, AD (2025). The effect of sustainability report disclosure, profitability, and liquidity on non-

performing loans with BI rate as moderating variable: Empirical study on banking sector in Indonesia. Journal 

of Economics, Finance and Management Studies, 8(8), 45–56. https://scispace.com/papers/the-effect-of-

sustainability-report-disclosure-profitability-ec50af45eri1 

Dewi, AR, & Prasetyo, H. (2022). Capital Adequacy Ratio and its implications for the financial performance of 

regional banks in Indonesia. Journal of Management and Finance, 11(3), 211–225. 

https://doi.org/10.24843/jmk.v11i3.2022 

Ekinci, A., & Poyraz, G. (2021). The effect of loan to deposit ratio on bank profitability: Evidence from Turkey. 

Banks and Bank Systems, 16(1), 60–69. https://doi.org/10.21511/bbs.16(1).2021.06 

Ekinci, Ramazan and Poyraz, Gulden. 2019. "The Effect of Credit Risk on Financial Performance of Deposit Banks 

in Turkey." The scientific committee of the 3rd World Conference on Technology, Innovation and 

Entrepreneurship. Elsevier BV: 979-987. 

Fauzi, H., & Setyawan, A. (2022). Loan to Deposit Ratio and its influence on BPR profitability in Indonesia. Journal 

of Economics and Business, 15(2), 145–158. https://doi.org/10.24843/jeb.v15i2.2022 

Ferdinand, Augusty. 2014. Management Research Methods. 5thed. Semarang: Diponegoro University Publishing 

Agency. 

Ghozali, Imam. 2017. Multivariate Analysis and Econometrics (Theory, Concepts, and Applications with Eviews 

10). 2nded. Semarang: Diponegoro University Publishing Agency. 

Gibson, Charles H. 2013. Financial Reporting and Analysis Using Financial Accounting Information. 13th ed. 

Cengage Learning. 

Golin, Jonathan, and Delhaise, Philippe. 2013. The Bank Credit Analysis Handbook: A Guide for Analysts, Bankers 

and Investors, 2nd ed, John Wiley & Sons. Singapore. 

Gunawan, R., & Pratama, D. (2021). Determinants of profitability in rural banks: Evidence from Indonesia. Asian 

Economic and Financial Review, 11(9), 755–769. https://doi.org/10.18488/journal.aefr.2021 

Hamza, Syed Muhammad. 2017. “Impact of Credit Risk Management on Banks Performance: A Case Study in 

Pakistan Banks.” European Journal of Business and Management. Vol.9, No.1: 57-64. 

Handayani, AP, & Sopian, D. (2025). The influence of CR, TATO, DER, and NPM on ROA in manufacturing 

companies listed on the IDX for the period 2021–2023. Dynasty International Journal of Economics, Finance 

and Accounting, 6(4), 112–124. https://doi.org/10.38035/dijefa.v6i4.5003 



THE EFFECT OF CREDIT RISK ON FINANCIAL PERFORMANCE OF CONVENTIONAL PEOPLE'S BANKS IN 

INDONESIA (Comparative Study between Privately Owned and Local Government Owned BPRs) 

Reza Surya Akdiwidjaya and Wisnu Mawardi 

Publish by Radja Publika 

               7444 

Helfert, Erich A. 2001. Financial Analysis: Tools And Techniques - A Guide For Managers. Mc-Graw-Hill. 

Hendri, A., & Yuliana, R. (2023). Company size, cost efficiency, and bank profitability: A study of rural banks 

(BPR) in Indonesia. Journal of Management and Accounting Sciences, 18(1), 55–68. 

Honohan, Patrick, and Klingebiel, Daniela. 2000. "Controlling Fiscal Costs of Banking Crises". Policy Research 

Working Paper 2441, The World Bank. Washington. 

Hou, X., Wang, Q., & Zhang, Y. (2022). Intermediation efficiency and profitability of banks: New evidence from 

Asia. Pacific-Basin Finance Journal, 73, 101764.https://doi.org/10.1016/j.pacfin.2022.101764 

Irman, Mimelientesa, and Viven Chandra. 2019. “Analysis of Factors Affecting Financial Performance (ROA) in 

Banking Companies Listed on the Indonesia Stock Exchange for the Period 2013-2017.” BILANCIA: Jurnal 

Ilmiah Akuntansi, Vol.3 No.1: 1-16. 

Kasmir. 2021. Banking Management. Revised Edition, 15th Printing. PT Rajagrafindo Persada. Depok. 

Kurniawan, A., & Santosa, B. (2023). Loan to Deposit Ratio and bank performance: Evidence from rural banks in 

Indonesia. Journal of Applied Economics and Business Research, 13(1), 20–34. 

Kusuma, I., & Hartono, B. (2023). The effect of CAR, NPL, and LDR on profitability of regional development 

banks. International Journal of Business and Finance Research, 17(1), 45–56. 

Laryea, Esther, Ntow-Gyamfi, Matthew, and Alu, Angela Azumah. 2016. “Nonperforming loans and bank 

profitability: evidence from an emerging market.” Emerald Group Publishing Limited - African Journal of 

Economic and Management Studies. Vol. 7, no. 4: 462-480. 

Lee, J., & Kim, H. (2022). Firm size and bank profitability: Evidence from Asian emerging markets. Journal of Asian 

Finance, Economics and Business, 9(5), 199–208. https://doi.org/10.13106/jafeb.2022.vol9.no5.0199 

Lim, C.H., Tan, L.H., & Goh, J. (2023). Firm size, operational efficiency and bank profitability: Evidence from 

Asian banks. Asian Economic and Financial Review, 13(4), 299–315. https://doi.org/10.18488/ 

Mahardian, Pandu. 2008. Analysis of the Influence of CAR, BOPO, NPL, NIM and LDR Ratios on Banking 

Financial Performance, Case Study of Banking Companies Listed on the IDX for the Period June 2002 – June 

2007. Thesis of the Postgraduate Program in Management, Diponegoro University (unpublished). 

Mawardi, Wisnu. 2005. “Analysis of Factors Affecting the Financial Performance of Commercial Banks in Indonesia 

(Case Study of Commercial Banks with Total Assets of Less Than 1 Trillion).” Journal of Strategic Business, 

Vol.14 No.1: 83-94. 

Mishkin, Frederic S. 2022. The Economics Of Money, Banking, And Financial Markets. 13th ed. Pearson Education 

Limited. 

Munawir. 2010. Financial Report Analysis, 4th Edition. Liberty. Yogyakarta. 

Ningsih, R., & Pratiwi, D. (2022). The effect of company size, NPL, and BOPO on bank profitability in Indonesia. 

Journal of Economics and Business, 15(2), 88–101. 

Nizam, E., Tan, L., & Ariffin, M. (2023). Capital adequacy, financial stability and bank profitability: Evidence from 

ASEAN countries. Finance Research Letters, 54, 103650. https://doi.org/10.1016/j.frl.2023.103650 

Oktono, R., & Tampubolon, LDR (2025). Analysis of the influence of NIM, NPL, and BOPO on ROA of financing 

companies for the period 2021–2024. Journal of Social and Economic Research, 7(2), 112–125. 

https://scispace.com/papers/analysis-of-the-influence-of-nim-npl-and-bopo-on-roa-of-zbeilz4nu48j 

Financial Services Authority. 2015. Financial Services Authority Regulation Number 13/POJK.03/2015 concerning 

the Implementation of Risk Management for BPRs. Jakarta. 

Financial Services Authority. 2016. Financial Services Authority Regulation Number 18/POJK.03/2016 concerning 

the Implementation of Risk Management for Commercial Banks. Jakarta. 

Financial Services Authority. 2018. Financial Services Authority Regulation Number 33/POJK.03/2018 concerning 

Productive Asset Quality and the Establishment of Provisions for Productive Asset Write-Offs of BPRs. 

Jakarta. 

Financial Services Authority. 2019. Book 2 - Banking, College Financial Literacy Series. Jakarta. 

Financial Services Authority. 2019. Financial Services Authority Regulation Number 40/POJK.03/2019 concerning 

Asset Quality Assessment of Commercial Banks. Jakarta. 

Financial Services Authority. 2019. Financial Services Authority Circular Letter Number 24/SEOJK.03/2019 

concerning Amendments to SEOJK Number 8/SEOJK.03/2016 concerning Minimum Capital Provision 

Obligations and Fulfillment of Minimum Core Capital of BPRs. Jakarta. 

Financial Services Authority. 2020. Financial Services Authority Circular Letter Number 9/SEOJK.03/2020 

concerning Transparency and Publication of Conventional Commercial Bank Reports. Jakarta. 

https://doi.org/10.1016/j.pacfin.2022.101764


THE EFFECT OF CREDIT RISK ON FINANCIAL PERFORMANCE OF CONVENTIONAL PEOPLE'S BANKS IN 

INDONESIA (Comparative Study between Privately Owned and Local Government Owned BPRs) 

Reza Surya Akdiwidjaya and Wisnu Mawardi 

Publish by Radja Publika 

               7445 

Financial Services Authority. 2022. Financial Services Authority Circular Letter Number 11/SEOJK.03/2022 

concerning Assessment of the Health Level of BPR and BPRS. Jakarta. 

Financial Services Authority. 2024. Financial Services Authority Circular Letter Number 16/SEOJK.03/2024 

concerning Reporting Through the OJK Reporting System and Financial Transparency for BPRs. Jakarta. 

Government of the Republic of Indonesia. 1998. Law Number 10 of 1998 concerning Amendments to Law Number 

7 of 1992 concerning Banking. Jakarta. 

Phan, D.H.B., Sharma, S.S., & Narayan, P.K. (2021). Firm size, risk-taking and profitability: Evidence from 

emerging markets. Emerging Markets Review, 46, 100750. https://doi.org/10.1016/j.ememar.2020.100750 

Putri, DA, & Santoso, R. (2023). The effect of capital structure and asset quality on commercial bank profitability. 

Journal of Finance and Banking, 27(2), 175–189. https://doi.org/10.26905/jkdp.v27i2.2023 

Rahman, M., & Saif, L. (2022). Credit risk and profitability: Evidence from the banking sector in South Asia. Cogent 

Economics & Finance, 10(1), 2082093. https://doi.org/10.1080/23322039.2022.2082093 

Rahmawati, I., & Hidayat, R. (2021). The effect of firm size and efficiency on profitability of rural banks in 

Indonesia. International Journal of Financial Research, 12(4), 88–95. 

Rika, Abdul Rachman, Murni Nia, and Irfan. 2024. “The Effect of Productive Asset Quality and Company Size on 

Banking Profitability (Case Study of Banks Listed on the Indonesia Stock Exchange).” Accounting: Journal 

of Accounting Education. Vol. 4. No. 2: 50-59. 

Saeed MS, and Zahid N. 2016. "The Impact of Credit Risk on Profitability of the Commercial Banks." Journal of 

Business & Financial Affairs. Vol. 5, no. 2: 1-7. 

Santosa, Y., & Arifin, Z. (2023). Liquidity risk, loan to deposit ratio, and profitability of Indonesian banks. 

International Journal of Banking and Finance, 19(1), 25–40. 

Sarpong, S., Abor, J., & Quartey, P. (2022). Capital adequacy, risk management and profitability of banks in Sub-

Saharan Africa. Journal of Financial Economic Policy, 14(3), 395–412. https://doi.org/10.1108/JFEP-08-

2021-0184 

Silpiani, LS, & Kusumawardani, A. (2025). The Effect of NIM, NPL, and CAR on ROA in banking companies listed 

on the Indonesia Stock Exchange. Journal of Economics and Business Research, 12(1), 45–57. 

https://scispace.com/papers/pengaruh-nim-npl-dan-car-terhadap-roa-pada-perusahaan-hw64whjd5fxu 

Stuart, T. (2005). New Players, New Landscape: The Banker, Special Supplement. Financial Times, April. 

Sugiyono. 2022. Qualitative Research Methods (For research that is: exploratory, enterpretive, interactive and 

constructive). Alfabeta, Bandung. 

Suryanto, S., & Rasmini, M. (2025). Research on the implementation of Basel III on the financial performance of 

the banking industry in Indonesia. Journal of Finance and Banking Sciences: IF, 14(2), 115–128. 

Wheelen, Thomas L., Hunger, J. David, Hoffman, Alan N., and Bamford, Charles E. 2015. Strategic Management 

and Business Policy Globalization, Innovation, and Sustainability. 14th ed. Pearson Education Limited. 

Wibowo, D., & Susanti, E. (2023). Firm size, BOPO, and NPL as determinants of ROA on Indonesian rural banks. 

Journal of Management and Accounting, 18(2), 102–116. 

Wijayanti, F., Kusumo, R., & Anindya, P. (2023). Loan to Deposit Ratio and its implications for the financial 

performance of rural banks in Central Java. Journal of Management and Accounting, 18(1), 89–102. 

Yusuf, M., & Wibowo, S. (2022). Bank size, financial stability, and performance: Evidence from Indonesia. 

International Journal of Finance & Economics, 27(4), 4821–4835.https://doi.org/10.1002/ijfe.2403 

 

https://doi.org/10.1002/ijfe.2403

