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Abstract

The bank is an intermediary between parties needing funds and those with excess funds. The bank's main
activity is channelling funds in the form of credit to parties who need funds. Credit distribution has a credit
risk that arises when creditors cannot fulfil obligations according to the agreed time. Credit risk can be
calculated using the Non-Performing Loan (NPL) ratio. This study aims to determine the effect of CAR,
BOPO, LDR, ROA and LAR on NPL at PT. Bank Mandiri in 2001-2019. This research is a quantitative
descriptive study, using multiple linear regression analysis techniques. The research object of PT. Bank
Mandiri with saturated sampling technique. The results showed that CAR. BOPO, LDR, and LAR have no
effect on NPL. Meanwhile, ROA has a negative effect on NPL.
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INTRODUCTION

The financial sector plays a role in every economic activity, economic transactions will run
smoothly with a strong and stable financial sector so that transaction costs can be reduced. The
stability and strength of the financial sector also plays an important role during an economic crisis
in minimizing the economic pressures it faces (Suhendra, 2017). Banking, insurance, financing
institutions, securities companies are some of the industries that are included in the financial
sector which are listed on the Indonesia Stock Exchange (Edusaham, 2020).

Banks have an important role in the people's economy, banks serve in providing smooth
circulation of public money, both as a place to borrow and a place to deposit money (As-Safitri,
2018). Banks are used as financial intermediaries between parties who have excess funds and
those who need funds (Ahmadi, Amin, & Madi, 2019). The main activity of the bank is channeling
funds to parties who need funds in the form of credit which will also be one of the main sources
of income for the bank (Suli, Suwendra, & Suwarna, 2018). The bank will benefit from the interest
charged by the bank in the process of extending credit to the community (Ahmadi, Amin, & Madi,
2019).

The size of lending will affect bank profits. If the bank is able to collect large amounts of
public funds, but it is not in proportion to the loans disbursed, the bank will not benefit from
charging interest on lending. (Sri & Rahayu, 2018). However, lending also carries many risks,
even though its activities are a contributor to the bank's income. This occurs because lending is a
calculation of a future outcome whose nature of future events is beyond human control (Suhardi,
2006).

Loans that have been channeled to the community can be paid off to the bank according to
the agreed time, but there are also obstacles in repayment that occur or are not smooth. This non-
performance can be classified as non-performing loans (Ahmadi, Amin, & Madi, 2019). Non-
performing loans are classified into 3 types, namely, substandard loans, namely loans that have
been in arrears for a long time between 91 and 120 days, then there are doubtful loans, which are
loans that are in arrears between 121 and 180 days, and the last one is bad credit, which has more
than arrears. of 180 days (Hadijah, 2016). Bad credit occurs when the debtor is unable to pay off
his loan to the creditor according to the agreed time. For this reason, it is important for bank
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management to conduct a credit analysis in order to find out the feasibility of prospective
customers in paying off their obligations. This step is expected to be able to minimize the number
of bad loans so that the bank concerned avoids losses so that the banking business will continue
to survive and develop (Fitriadi, 2017).

The development of a good bank will also have a good effect on the country's economic
growth, the bank can act as a distributor of funds to customers who need it for investment or
working capital which is expected to increase development in various sectors. For the
government, credit distribution will increase tax revenue from profits earned by banks through
this credit distribution, and if the credit received by customers is used to form new business units,
it will open new jobs and reduce unemployment. (Hariyadi, 2012). This did not happen in the
period 1997-1998 when the monetary crisis occurred so that Bank Indonesia had to close 16 failed
banks under the International Monetary Fund progra. (Ichsan, 2018). After the closure of the 16
banks, a crisis of confidence began, and the public began withdrawing large amounts of funds

The crisis in the 1997-1998 period occurred due to the weakening of the rupiah exchange rate
against the US dollar, which initially averaged Rp. 2,450 then jumped to Rp. 4,650. The crisis was
also caused by the ratio of non-performing loans. The increase in non-performing loans was
caused by the high level of lending which was carried out without proper supervision and
regulation, as a result of the Pakto 88 policy which facilitated the opening of new banks (Kevin,
2018).

In order to prevent the collapse of the Indonesian banking system, the government is trying
to stabilize and reform. To restore public confidence, the government carried out a financial and
real reconstruction signed by the IMF, then a new policy emerged through the guarantee
program, namely guaranteeing the payment of all bank obligations to depositors and creditors.
In the midst of these stabilization and reform efforts, the government wants the country to have
a bank that can develop independently, according to the government, Bank Indonesia must be
accompanied by strong and healthy commercial banks so that BI will also be stronger, from there
the idea of merging state-owned banks emerged. There were 4 state-owned banks that were
merged, namely Bank Dagang Negara, Bank Bumi Daya, Bank Export Indonesia, and Bank
Pembangunan Indonesia to become Bank Mandiri. Bank Mandiri was officially formed in the
midst of the economic crisis, namely on October 2, 1998 (Gumiwang, 2018).

The next economic crisis occurred in 2008, when one of the largest investment banks in
America, namely Lehman Brothers, went bankrupt. The bankruptcy of Lehman Brothers caused
a decline in share prices of up to 93%, and resulted in a decline in the Dow Jones Industrial
Average (DJIA) stock market points by up to 300 points. The London, Paris and Indonesia stock
indices also experienced a decline as a result of the fall of Lehman Brothers which triggered the
global financial crisis (Syafina, 2020).

International Monetary Data (IMF) in 2019 stated that the world economy in 2019 was in the
worst growth conditions since the global economic crisis. The IMF stated that world economic
growth would only reach 3%, down from July 2019 which was originally 3.2%. The IMF accused
that one of the reasons for the decline in economic growth was the trade war (IMF, 2019). The
trade war occurred between America and China, where America provided policies such as
banning immigrants, reducing taxes, limiting exports and imports, and tariff policies. These
policies had a negative impact on the Chinese economy, because China could no longer export
its products due to the high export-import tariffs. This policy also triggered China's revenge
action to boycott American products in their country. Changes in US policy are also applied to
countries that cooperate with America, including Indonesia (Tanaya, 2019).

Banking will be indirectly affected by this trade war. The trade war will make coal and iron
commodities fall, due to reduced demand from China for these goods. As a result, it will affect
the decline in exports and people's purchasing power, as well as affect the workforce. It is feared
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that companies that handle these goods will have difficulty paying off their loans to banks, so
that bank non-performing loans will gradually increase which will also affect the profitability of
the bank itself (Setiaatmadja, 2018).

Bad credit or non-performing loans can be measured by the Non-Performing Loan (NPL) ratio
. NPL is a bank loan with the condition that the debtor fails to make scheduled payments for a
certain period of time (Florensia, Safitri, & Kardinal, 2018). NPL is one indicator of bank health.
Data on Indonesian banking is presented in indicators of the Indonesian banking sector (Ahmadi,
Amin, & Madi, 2019). The data presented includes:
Loans Provided Minimum Capital Adequacy Ratio (KPPM)
Return on Assets (ROA) Ratio
Operating Expenses - Operating Income (BOPO)
Net Interest Margin (NIM) Ratio
Loan to Deposit Ratio (LDR)
Commercial Bank Assets
Non-Performing Loans (NPL)

NSO ®N -

NPL PERIODE 2012-2017

3.50%
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3.00% 7 408 2.59%
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0.00%
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Figure 1. NPL Level of Commercial Banks for the Period 2005-2017
Source: Financial Services Authority Performance Report 2012-2017

Figure 1 shows an increase in the NPL ratio from 2012 to 2017, even though the increase in
the ratio is still below 5%, which means that the bank's performance is still relatively good, but
the increase in the NPL ratio from year to year is not good. An increase in the NPL ratio should
be avoided and minimized as best as possible because this phenomenon affects the income of the
bank itself. To be able to avoid and fix it, of course you have to understand the cause first.
Therefore, further analysis is needed regarding the factors that influence NPLs.

According to (Florensia, Safitri, & Kardinal, 2018) NPL values can also be influenced by other
banking sector indicators, one of which is BOPO. Another indicator that affects the value of NPL
is ROA, but different from this, according to (Margaretha & Kalista, 2016)states that BOPO and
ROA have no effect on NPL. According to another factor that affects NPL (Nugraha, 2021)is LDR,
but (Pinasti, 2018)another opinion is that the size of the LDR does not affect NPL. (Maisarah,
2015)stated that other factors that could affect the value of NPL were CAR and LAR. This was
different from the opinion (Amir, 2019)which stated that CAR and LAR had no effect on NPL.

Based on research phenomena and differences, the purpose of this study was to determine
the effect of BOPO, LDR, CAR, LAR, ROA on NPL, as well as to demonstrate the ability of the
independent variables to explain the dependent variable. The research object used is PT Bank
Mandiri.

Development of a research model as follows:

a. Effect of CAR (Capital Adequacy Ratio) on NPL (Non-Performing Loan)
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The Financial Services Authority (OJK) classifies commercial banks into 4 categories based on
their core capital, including business activity commercial banks (BUKU) I, 11, I1I, and IV. In the
RPOJK for Commercial Banks, OJK explained that banks will be grouped into four categories
of Bank Groups Based on Core Capital (KMBI). The new draft is still in the process of seeking
responses from relevant associations and the public until January 15, 2021. KMBI 1 is for banks
with core capital of less than IDR 6 trillion, KMBI 2 is for banks with core capital of IDR 6 to
IDR 14 trillion. Then, KMBI 3 for banks with core capital of Rp. 14 trillion to Rp. 70 trillion and
KMBI 4 for banks with core capital of more than Rp. 70 trillion (Intan, 2021). A bank must have
funds or capital that has been prepared to accommodate the risk of loss due to credit problems.
CAR (Capital Adequacy Ratio) is a ratio that can represent the bank's capital. CAR can show
assets financed with own capital that contain the risk of loss (Frida, 2020).
The higher the CAR value means that the bank's ability to prevent losses is greater, so that
non-performing loans will also decrease, based on research (Maisarah, 2015)which states that
if the CAR value increases, the NPL value decreases and vice versa, so the authors take the
hypothesis
H 1: CAR (Capital Adequacy Ratio) has a negative effect on NPL (Non-Performing Loans)

b. Effect of BOPO (Operating Expenses on Operating Income) on NPL (Non-Performing Loans)
In dealing with the Covid-19 pandemic, banks must be smarter at maintaining efficiency. The
Financial Services Authority (OJK) noted that the efficiency ratio, namely operating expenses
and operating income (BOPO), had increased to 88.84% by industry as of March 2020. This
position was much higher than the March 2019 period of 82.92% or an increase of 5.92 % on
an annual basis. This position is also the highest since the end of 2008, when BOPO touched
the industry level of 88.59% (Waluyo, 2020). BOPO is a ratio that measures the efficiency of a
bank's performance by comparing operating expenses and operating income. Bank
operational expenses include expenses incurred to pay interest to depositors in fundraising
activities. Meanwhile, operating income is obtained from interest derived from credit
activities. This ratio also measures the efficiency of a bank's performance in carrying out its
operations. The efficiency of operational activities is very important for a bank because it can
increase profits (Akbar, 2019). The lower the BOPO value indicates the bank is able to manage
its operational expenses efficiently. Based on research (Amir, 2019)which states that BOPO has
a positive effect on NPL, the authors take the hypothesis
H ;> : BOPO (Operating Expenses Against Operating Income) has a positive effect on NPL
(Non-Performing Loans )

c. Effect of LDR (Loan to Deposit Ratio) on NPL (Non-Performing Loan)
Credit distribution tends to slow down due to the Covid-19 pandemic even until the end of
2020. This makes the banking credit to deposit ratio (LDR) increasingly lax. The Financial
Services Authority (OJK) noted that as of September 2020, the LDR for commercial banks
reached 83.46%, much lower than at the end of 2019 which had touched 94.43%. The state-
owned bank has an LDR of 83.82% as of September 2020, a decrease from the previous year's
period of 95.59%. While the LDR of conventional private banks was recorded at 80.98%
(Hidayat, 2020). LDR is a ratio that compares the amount of credit extended to the receipt of
all funds from third parties. This ratio shows the bank's ability to meet loan needs using time
deposits, demand deposits, savings and others (Hariyani, 2010). The higher the value of this
ratio, it means that more funds are obtained from third parties which allow banks to extend
more credit. The more credit extended, the greater the possibility of non-performing loans. In
accordance with research (Nugraha, 2021)which states that the NPL ratio increases in line with
the increase in the LDR ratio, the authors take the hypothesis
H 3: LDR (Loan to Deposit Ratio) has a positive effect on NPL ( Non-Performing Loans)

d. Effect of ROA (Return on Assets) on NPL ( Non-Performing Loans)
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Due to the economic slowdown due to the Covid-19 pandemic, banks' ability to generate
profits this year has also weakened. This can actually be seen from the profitability ratios such
as the banking Return on Assets (ROA) which continues to slope. Data from the Financial
Services Authority (OJK) show that as of May 2020 the banking industry's ROA was at the
level of 2.08%. This position has decreased from the last May 2019 period which was still in
the range of 2.61%. Not only that, compared to previous years, the ROA position in May 2020
was arguably the lowest (Mahadi, 2020). One of the profitability ratios is ROA. ROA shows
the level of a bank's ability to obtain profitability. ROA is a ratio that measures a bank's ability
to generate profits and utilize its assets (Arifin, 2009). The higher the ROA, the higher the profit
generated, meaning that the profit derived comes from interest from lending activities. Profits
from high credit distribution can mean that credit smoothness is high (Ismail, 2018). Based on
research (Ahmadi, Amin, & Madi, 2019), if the ROA value increases, the NPL value will
decrease, if the ROA value decreases, the NPL value will increase, so the authors take the
hypothesis.
H 4: ROA (Return on Assets) has a negative effect on NPL (Non-Performing Loans)

e. Effect of LAR (Loan to Asset Ratio) on NPL ( Non-Performing Loan)
The Covid-19 pandemic made economic conditions unstable and affected bank credit
expansion. Bank credit was recorded to have contracted by 2.28% to a value of IDR 5,553
trillion in October 2020. Despite the contraction, in fact banking assets were still growing
significantly, namely there was a growth of 5.97% from IDR 8,562 trillion at the end of 2019 to
IDR 8,562 trillion (Mahadi, 2020). LAR (Loan to Asset Ratio) is a ratio that compares the amount
of credit and total assets owned. LAR shows the bank's ability to meet credit requests using
its assets (Maisarah, 2015). The greater the credit disbursed, the higher the LAR ratio, thereby
increasing non-performing loans.
H:LAR (Loan to Asset Ratio) has a positive effect on NPL (Non-Performing Loans)

The research model can be described as follows:

LDR NPL
ROA
LAR
Figure 2. Research Model
RESEARCH METHOD

This research is a type of quantitative descriptive research, namely descriptive research
aims to describe a phenomenon systematically regarding the nature and facts or the relationship
between variables that are owned (Hamdi & Bahruddin, 2015). Based on the type of data this
research includes quantitative research. Quantitative research is research in which data collection,
data interpretation, and research results require the use of numbers (Siyoto & Sodik, 2015).

The following is the operational definition of the variables in this study:
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Table 1. Variable Operational Definition

No Variable Definition Indicator Scale
1 Non- The ratio that measures the Ratio
Performin  level of non-performing ., _ Kredit Bermasalah
g Loans loans at (Nugraha, 2021) Total Kredit

Margaretha, Vanya, &
Kalista  banks  (2016);
Astrini, Suwendra, and
Suwarna (2018)

2 Capital The ratio that shows the car = Modal . 00% Ratio
Adequacy  ability to provide funds to ATMR
Ratio bear the risk of loss

(Astrini, Suwendra, &
Suwarna, 2018) Astrini,
Suwendra, & Suwarna
(2018); Iryanto & Tatmimah
(2018)

3 Operating  Measuring the level of bank BOPOBia o Overasional Ratio
Expense efficiency in its operations = Do da: atas Operasional * 100%
Against (Amir, 2019).

Operating
Income

4 Loan to The ratio used to measure LDR Ratio
Deposit credit with funds from  _ Kredit x 100%

Ratio third  parties  (Astrini, Dana Pihak Ketiga
Suwendra, & Suwarna,
2018).

5 Return on The ratio that shows the ROALaba Sebeltm Pajak Ratio

Assets Les\;'zisof profit through its = Rata — Rata Total dser X 100%
(Yahya & Cahyana,
Determinan Audit Report
Lag (Studi Empiris Pada
Perusahaan LQ-45 Tahun
2014-2018), 2020), (Yahya &
Saepul, The influence of
current ratio, total debt to
total assets, total assets turn
over, and return on assets
on earnings persistence in
automotive companies,
2020).

6 Loan to The ratio that measures LAR : Total Kredit Ratio
Asset Ratio credit extended by banks Total Asset

through assets (Amir,
2019).
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The research sample is PT Bank Mandiri with the research period 2001-2019. Data collection
uses secondary data which can be accessed through Bank Mandiri's official website. The
analytical methods used include the multiple linear regression method, the classical assumption
test, and the coefficient of determination test.

Multiple linear regression testing which is a research analysis method used to test whether
there is influence of the independent variable and the dependent variable expressed in
mathematical form. Multiple linear regression is a form of linear regression analysis that has more
than one independent variable (Purnomo, 2017). The multiple linear regression equation is as
follows:

Y = a+p1Xy + B2Xo+B3X3 + PaXy + BsXs +e
Description:

Y = NPLs

a = Constant

Pi1-¢ = Regression Coefficient

X, =CAR
X, =BOPO
X, =LDR
X, =ROA
Xs =LAR
e = errors

RESULTS AND DISCUSSIONS

Descriptive statistics are used to describe research variable data, namely Non Performing
Loans (NPL), Capital Adequacy Ratio (CAR), Operating Expenses and Operating Income (BOPO),
Loan to Deposit Ratio (LDR), Return on Assets (ROA), and Loan to Asset Ratio (LAR). These variables
are interpreted using the minimum, maximum, average ( mean ), and standard deviation values.
The following is a table of research descriptive statistics:

Table 2. Descriptive Statistics of Research Variables

Information CAR BOPO LDR ROA LAR NPLs

Minimum 14.7 65.0 25.3 0.5 16.1 1.6
Maximum 27.7 95.0 95.5 3.6 64.9 25.3
Means 20,563 75,232 67,226 2,663 47,532 6.137

Standard Deviation 43141 9.7425 20.4075 0.8687 15.0821 5.9115
Source: SPSS 22, data processed

Based on table 2, the average value of Bank Mandiri's NPL in the last 19 years showed 6.13%,
the highest value was 25.3% which was achieved in 2005, the lowest value was 1.6% which was
achieved in 2013, and the standard deviation was 5.91%. The average value of Bank Mandiri's
CAR in the last 19 years showed 20.53%, the highest value was 27.7 % which was achieved in 2003,
the lowest value was 14.7% which was achieved in 2010, and the standard deviation was 4.31%.
Bank Mandiri's BOPO average value in the last 19 years showed 75.23%, the highest value was
95% which was achieved in 2005, the lowest value was 65% which was achieved in 2014, and the
standard deviation was 9.74%. The average value of Bank Mandiri's LDR in the last 19 years
showed 67.22%, the highest value was 95.5% which was achieved in 2015, the lowest value was
25.3% which was achieved in 2001, and the standard deviation was 20.40%. Bank Mandiri's
average ROA value in the last 19 years shows 2.6%, the highest value is 3.6% which was achieved
in 2014, the lowest value is 0.5% which was achieved in 2005, and the standard deviation is 0.86%.
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Bank Mandiri's average ROA value in the last 19 years shows 47.53%, the highest value is 64.9%
which was achieved in 2019, the lowest value is 16.1% which was achieved in 2001, and the
standard deviation is 15.08%.

The classical assumption test uses the normality test, multicollinearity test,
heteroscedasticity test, and autocorrelation test. The results of the classical assumption test show
that the research data meets the criteria. The following is a summary of the classical assumption
test results:

Table 3. Classical Assumption Test Results

Information Test results Conclusion

Normality test Asymp value sig (2 tailed) 0.200> Normal distributed data
0.05

Multicollinearity Test ~VIF value >10 There is no

multicollinearity

Heteroscedasticity Glacier test significant value > There is no hetoscedasticity

Test 0.05

Autocorrelation Test DWW value 2.317 > du 2 0226 There is no autocorrelation

Table 4. Test Results t

Unsta.n (-iardlzed Standardized .
Model Coefficients Boe t Sig.
Coefficients
B std. Error
1 (Constant) 64,012 38,685 1,655 122
CAR -.298 .674 -.218 -.442 .666
BOPO -.309 273 -.509 -1,131 279
LDR 225 .629 777 .358 .726
ROA -8,534 2,897 -1,254 -2,946 011
LAR -.440 .940 -1,121 -.467 .648

Source: SPSS 22, data processed

Hypothesis testing using multiple linear regression tests:

Y=64.012 - 0.298CAR - 0.309BOPO + 0.225LDR - 8.534ROA - 0.440LAR + e

This equation can be explained that a constant of 64.1 means that if the CAR, BOPO, LDR,
ROA, and LAR are 0 (zero), then the NPL is 64.1. The regression coefficient CAR(X 1) -0.298,
meaning that if the other independent variables have a fixed value and NPL increases by 1%, then
NPL will decrease by 0.298. The regression coefficient of BOPO(X 2) is -0.309, meaning that if the
other independent variables have a fixed value and NPL increases by 1%, then NPL will decrease
by 0.309. The regression coefficient of LDR(X 3) is 0.225, meaning that if the other independent
variables have a fixed value and NPL increases by 1%, then NPL will increase by 0.225.

The regression coefficient ROA(X 1) -8.534, meaning that if the other independent variables
have a fixed value and NPL increases by 1%, then NPL will decrease by 8.537. The regression
coefficient LAR(X 5) is -0.440, meaning that if the other independent variables have a fixed value
and NPL increases by 1%, then NPL will decrease by 0.440.

Table 5. Determinant Coefficient Test Results
odel yquare ljusted R Square L. Error of the Estimate
1 .893 2 .798 .720 3.1288
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Table 5 describes the results of the test for the coefficient of determination of 0.72, which
means that the variables CAR, BOPO, LDR, ROA, and LAR are able to explain the NPL variable
by 72%. As much as 18% is explained by variables outside the research variables.

CONCLUSION

NPL is the ratio of the total credit with substandard, doubtful and loss credit quality to total
credit. The NPL condition that occurred at PT Bank Mandiri was included in the healthy category.
Factors that affect NPL in this study are CAR, BOPO, LDR, ROA and LAR. According to the
research results of all variables, only ROA has a negative effect on NPL, this shows that NPL
conditions are strongly influenced by the level of profit where higher profits will reduce the level
of NPL. Meanwhile, CAR, BOPO, LDR, and LAR variables have no effect on NPL. The ability of
all independent variables to explain NPL is 72% and the remaining 18% is influenced by other
variables outside the research variables.
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