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A B S T R A C T 

As a microfinance institution, the LPD, which is finance belonging to the 
village of Pakraman, aims to collect funds from the community to be further 
channeled back to the community. Seeing the critical role of the LPD as a 
micro institution in Bali, the LPD institution with traditional villages, and the 
government's desire to develop LPD in Bali, the existence of the LPD needs 
to be maintained and maintained. This study aims to determine the 
effectiveness of managing Non-Performing Loans (NPL) in LPd Desa Adat 
Penglatan through the Non-Performing Loan Ratio (NPL), Capital Adequacy 
Ratio (CAR), Loan to Deposit Ratio (LDR), Earning Asset Quality (KAP) and 
Costs. Operating Operating Income (BOPO). This research was conducted at 
the Village Credit Institution (LPD) of the Penglatan Traditional Village. The 
instrument used to collect data is a questionnaire. This study used a 
population and 36 months or three-year samples using the purposive 
sampling technique. The collection technique uses an observation process 
on financial statement data. The techniques used in analyzing the data are 
Multiple Linear Regression Analysis, Classical Assumption Test Analysis, F-
Test Analysis (F-Test), Determination Analysis, and T-Test Analysis (T-
Test). The results of this study explain that the Capital Adequacy Ratio (CAR) 
has a significant negative effect on Non-Performing Loans (NPL) and Loan 
to Deposit Ratio (LDR), Earning Assets Quality (KAP), and Operating Income 
Operating Costs (BOPO) have a significant influence for Non-Performing 
Loans (NPL).  

 
1. INTRODUCTION 

 The development of a fast-growing economy in the era of globalization and the government's 
efforts to expand the active participation of the public in the business world in the form of development, 
has caused the role of the private sector engaged in services and trade to grow so rapidly that it can absorb 
labor and reduce unemployment (Gazzola et al., 2020; Hyman et al., 2021; Ibn-Mohammed et al., 2021). The 
Village Credit Institution (LPD) is one of the policies of the Bali Regional Government in an effort to channel 
capital assistance to rural communities in Bali to improve the village economy. The main activity of the LPD 
is to collect public funds in the form of savings and deposits, and channel them back to people in need and 
in the form of loans or credit (Adiputra & Sujana, 2021; Suputra & Hendrayanti, 2021). LPD is a name for a 
savings and loan business owned by traditional village communities located in the Province of Bali and is a 
means of rural people's economy (Jayanthi et al., 2021; Sanjaya et al., 2019). From the explanation above, it 
can be concluded that LPD is a company owned by traditional villages that has activities to collect public 
funds and distribute them back to those who need capital to improve the rural economy. 

The LPD's largest income comes from lending, and every credit given cannot be separated from 
various risks that can threaten the health of the LPD (Adiputra & Sujana, 2021; Saerang et al., 2014). Non-
Performing Loan (NPL) is a measure of credit risk which is a parameter of the LPD's soundness level. LPDs 
are considered to have potential difficulties that endanger their business continuity if the ratio of non-
performing loans (Non Performing Loans) on a net basis is more than 5% of total loans. If it exceeds 5%, it 
will affect the assessment of the LPD's health level. The higher the NPL level, the bank is unprofessional in 
managing its credit, as well as indicating that the risk level of lending to the bank is quite high in line with 
the high NPL (Konstantakis et al., 2016; Saerang et al., 2014). By knowing the NPL ratio of an LPD, the 
community and LPD managers can take wise steps in addressing and dealing with these problems. The 
increase or decrease in the NPL ratio in the LPD can be influenced by various factors, both internal and 
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external to the PD. Quantitatively, the factors that affect NPL can be in the form of Capital Adequacy Ratio 
(CAR), Loan to Deposit Ratio (LDR), quality of productive assets (KAP), operational costs to operating 
income (BOPO). In addition, there are also other factors that cause non-performing loans, such as: poor 
credit analysis processes, failed products offered to customers, loans based on balance sheet strength rather 
than cash flow loans, banks too prioritize security, information asymmetry that leads to moral hazard, 
economic environment and political influence (Chikoko et al., 2012; Hapsari, 2012). Macroeconomically, the 
main cause of the high level of NPL is the economic slowdown, which can be seen from the statistically 
significant and large economic coefficient on GDP, unemployment and inflation rates  (Skarica, 2014).  

As a microfinance institution, LPD, which in fact is a financial institution belonging to the Pakraman 
village, basically aims to collect funds from the community to be further channeled back to the community, 
especially the Pakraman village community, which is often referred to as krama desa (Prena & Kustina, 
2017; Wilatini & Wirakusuma, 2019). Village communities (karma desa) can obtain loans from the LPD with 
a certain amount even without collateral such as certificates, BPKB or the like on condition that they are 
guaranteed by the customary village. This means that the guarantee and supervision carried out by 
traditional villages on customer loyalty in LPDs is a very dominant factor in the development of LPDs as 
microfinance institutions in Bali. The same is true of the LPD's contribution to traditional villages. In 
accordance with the profit sharing above, 20% of the profit allocated for the development of the Traditional 
Village as the owner of the LPD is used to finance the interests of the traditional village such as repairing 
temples (places of worship), religious ceremonies, religious activities, and culture (Damayanthi, 2011; 
Sanjaya et al., 2019; Suwintana et al., 2018). Seeing the importance of the role of LPD as a micro institution 
in Bali, the attachment of LPD institutions to traditional villages and the government's desire to develop 
LPDs in Bali, the existence of LPDs seems to need to be maintained and maintained. This is what underlies 
the Bali provincial government, which is supported by the Regency City Government in Bali, has a strong 
desire to continue to develop, foster, and provide opportunities for the growth of new LPDs in every 
traditional village. The desire and commitment of the government above can also be seen from the 
realization made in providing initial capital for LPDs which is supported by formal regulations in the form 
of policies that strengthen the existence of LPDs by the Regional Government of the Province of Bali. 

What is the government's desire and commitment to the development and existence of the LPD as 
mentioned above does not seem easy to achieve in the current era of intense competition (Andreana & 
Wirajaya, 2018; Suarta & Sudiadnyani, 2014). In the era of modernization and globalization that has 
penetrated all aspects of life, it is characterized by an effective, efficient and professional way of working 
and supported by sophisticated equipment. LPD is currently faced with financial institutions that work 
professionally and can provide services more quickly, accurately and efficiently. The ease of service that 
tends to pamper and "deify" consumers is one of the concrete manifestations of the tough competition that 
is currently being carried out by LPDs. By looking at competitors as above, LPD must be willing and able to 
change themselves to be more professional, effective and efficient so that they can bind consumers while 
maintaining their level of loyalty (Mahaendrayasa & Putri, 2017; Prena & Kustina, 2017). The LPD's largest 
income comes from lending, and every loan granted cannot be separated from various risks that can 
threaten the health of the LPD. LPDs are considered to have potential difficulties that endanger their 
business continuity if the ratio of non-performing loans (Non Performing Loans) on a net basis is more than 
5% of total loans. If it exceeds 5%, it will affect the assessment of the LPD's health level. The higher the NPL 
level, the bank is unprofessional in managing its credit, as well as indicating that the risk level of lending to 
the bank is quite high in line with the high NPL (Konstantakis et al., 2016; Saerang et al., 2014). 

By knowing the NPL ratio of an LPD, the community and LPD managers can take wise steps in 
addressing and dealing with these problems. The increase or decrease in the NPL ratio in an LPD can be 
influenced by various factors, both internal and external to the LPD (Malik et al., 2022; Tomar & Sharma, 
2021). Quantitatively, the factors that affect NPL can be in the form of Capital Adequacy Ratio (CAR), Loan 
to Deposit Ratio (LDR), quality of productive assets (KAP), operational costs to operating income (BOPO). 
In addition, there are also other factors that cause non-performing loans, such as: poor credit analysis 
processes, failed products offered to customers, loans based on balance sheet strength rather than cash flow 
loans, banks taking too much comfort in security, information asymmetry leading to to moral hazard, 
economic environment and political influence (Chikoko et al., 2012; Hapsari, 2012). Macroeconomically, the 
main cause of the high level of NPLs is the economic slowdown, which can be seen from the statistically 
significant and large economic coefficients on GDP, unemployment and inflation rates  (Nurunnabi, 2017).  

Capital Adequacy Ratio (CAR) is a ratio that shows how far all bank assets that contain risks (credit, 
investments, securities, claims on other banks) are also financed from the bank's own capital funds in 
addition to obtaining funds from sources outside banks, such as funds from the public, loans and others 
(Mili et al., 2017; Wang et al., 2022). The decrease in CAR is the result of a decrease in the amount of capital 
of an institution or an increase in the number of risk-weighted assets (RWA). CAR has a negative effect on 



International Journal of Social Science and Business, Vol. 5, No. 4, 2021, pp. 599-606 601 

 
 

I Ketut Suardika1, Mertyani Sari Dewi2/ Effectiveness of Non-Performing Loans Management at the Penglatan Traditional Village 
Credit Institution (LPD) 

NPL (Apriyantari & Ramantha, 2018; Setiawan et al., 2019). The Loan to Deposit Ratio is a ratio to measure 
the composition of the amount of credit given compared to the amount of public funds and own capital used 
(Boďa & Zimková, 2021; Dia & VanHoose, 2019). Credit distribution is the main activity of banks, therefore 
the main source of bank income comes from credit. The greater the credit disbursed compared to public 
deposits in a bank, the consequence is that the greater the risk that must be borne by the bank concerned. 
KAP is an assessment of asset quality factors based on the comparison of classified earning assets (APYD) 
to their earning assets The increase in the KAP ratio is influenced by an increase in APYD or a decrease in 
total productive costs (Capasso & Neanidis, 2019; Suomi et al., 2020). If the APYD increases, it means that 
credit is in special attention, substandard credit, doubtful credit, and bad loans also increase. Thus, if the 
KAP ratio is high, it means that the level of bad or non-performing loans is also high.  

BOPO is the ratio of the ratio between Operating Costs and Operating Income. The BOPO ratio is 
referred to as the efficiency ratio used to measure the ability of bank management to control operational 
costs against operating income in their operational activities (Dadang Agus Suryanto & Susanti, 2020; 
Rezeki & Noviarita, 2021). The smaller the BOPO ratio means the more efficient the operational costs 
incurred by the bank so that the possibility of the bank being in a problematic condition is getting smaller 
(Alteza, 2017; Harsono, 2021; Pusva & Herlina, 2017).  As a financial institution, the Penglatan Traditional 
Village LPD is located in Penglatan Village, which is one of the many financial institutions engaged in the 
savings and loan sector. The Penglatan Traditional Village LPD has activities, namely collecting funds from 
the community and channeling them back to customers in the form of loans. In providing LPD loans, there 
is a high level of risk, because any credit given can be problematic. The Penglatan Traditional Village LPD 
which has many competitors must always pay attention to the existing NPL for the survival of the LPD in 
the future. The development of loans from 2018 to 2020 owned by the Penglatan Traditional Village LPD. 
The number of loans realized decreased in 2019 by 13.40%, and in 2020 it increased by 40.26%. Current 
loans continued to decline from 2018 to 2020. Substandard loans decreased in 2019 by 74.15% and 
increased in 2020 by 1.421%. Doubtful loans decreased in 2019 by 78.34% and increased in 2020 by 
63.80%. And for non-performing loans, the largest increase occurred in 2019 by 9.95% and in 2020 it 
decreased by 0.08%, from 2017 to 2020 the non-performing loans in the Penglatan Traditional Village LPD 
exceeded the maximum limit of 5%. This study aims to analyze the effectiveness of the management of Non-
Performing Loan (NPL) in the Penglatan Traditional Village LPD through the Non-Performing Loan (NPL) 

ratio, Capital Adequacy Ratio (CAR), Loan to Deposit Ratio (LDR), Earning Asset Quality (KAP) and Cost. 
 

2. METHODS  

 This research was conducted at the Village Credit Institution (LPD) Penglatan Traditional Village 
having its address at Desa, Penglatan Village, Buleleng District, Buleleng Regency. The instrument used to 
collect data is a questionnaire. This study used a population and sample of 36 months or 3 years using 
purpostve sampling technique, the collection technique used an observation process on the financial report 
data obtained at the Penglatan Traditional Village LPD for the 2018-2020 period which calculated the ratio 
of each variable and used Multiple Linear Regression Analysis, Classical Assumption Test Analysis, F-Test 
Analysis (F-Test) Determination Analysis and T Test Analysis (T) -Test). 

 

3. RESULTS AND DISCUSSIONS 

Results 
A ratio is a number that is compared to another number as a relationship. The ratio calculation is 

used to describe the information regarding the financial position and the effectiveness of the company's 
performance. In this study, the ratios calculated are the NPL ratio with a standard maximum ratio value of 
5%, the CAR ratio with a minimum standard ratio value of 12%, the LDR ratio with a standard maximum 
ratio value of 94.75%, the KAP ratio with a standard maximum ratio value of 7.80%. , and the BOPO ratio 
with a standard maximum ratio value of 79.75 %. The results of the calculation of the ratio can be seen that 
the NPL ratio for three years from 2018 to 2020 exceeds the maximum standard limit for the NPL ratio 
value, in other words, the management of NPL in the Penglatan Traditional Village LPD is still not effective. 
Furthermore, the results of the calculation of the CAR ratio appear to have exceeded the standard value of 
the CAR ratio value, which means that CAR management in the Penglatan Traditional Village LPD is quite 
effective. The results of the LDR and BOPO ratios do not exceed the standard ratio values set, which means 
that the LDR and BOPO management in the Penglatan Traditional Village LPD is already effective. And for 
the KAP ratio, it can be seen that the results exceed the maximum standard limit of the KAP ratio, this means 
that the KAP management in the Penglatan Traditional Village LPD is still not effective. 
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The results of the calculation of regression analysis with the SPSS program are related to the 
variables studied, namely the Effectiveness of NPL Management (Non Performing Loans) at the Village 
Credit Institution (LPD) of Penglatan Traditional Village as follows: 
Y = a + B1X1+ B2X2 + B3X3 + B4X4  + e 

Y = 78,020-1,573X1+ 0,504X2 + 1,739X3 + 0,168X4  + 11,93 

 
The results of the normality test using the One-Sample Kolmogorov-Smirnov Test showed that the 

Asymp Sig. (2-Tailed) has a value of 0.241> 0.05 so it can be concluded that the data used is normally 
distributed. 
 
Table 1. Multicollinearity Test 

Variable 
Collinearity Statistics 

Tolerance VIF 
Capital Adequacy Ratio 0,259 3,859 
Loan to Deposit Ratio 0,218 4,578 
Earning Asset Quality 0,243 4,107 
Operating Costs Against Operating Income 0,610 1,640 

 
The tolerance value for each variable is more than 0.1 and the VIP value is less than 10. Thus, it can 

be concluded that all independent variables do not experience cases of multicollinearity. Durbin-Watson 
value = 1.835, Durbin-Watson table value (dU) = 1.654, and 4-dU value = 2.346. From these results, it can 
be seen that the Durbin-Watson value is in the interval dU < d < 4-Du. Because this value is in the interval 
dU < d < 4-dU, it can be concluded that the research data obtained have no positive or negative 
autocorrelation. 

 

Figure 1. Scatterplot Graph 
 

The results of the scatterplot graph presented in Figure 1 can be seen that the spread of points is 
spread evenly below and above zero. So it can be said that in the regression model there is no 
heteroscedasticity problem. The results of the calculation of F-count > F-table, with an F-count value of 
102.161 and a significant level of 0.00, this indicates that Operating Costs to Operating Income, Capital 
Adequacy Ratio, Productive Asset Quality, Loan to Deposit Ratio have an effect on Non-Performing Loans. 
The correlation coefficient value of R2 (R Square) is 0.929 or (92.9%). This shows that the percentage of the 
independent variable's contribution to the dependent variable is 92.9%. Or the variation of the independent 
variable used in explaining 92.9% of the variation in the dependent variable. While the remaining 7.1% is 
influenced or explained by other variables that are not included in this research model. 

CAR (X1) on NPL (Y) has a negative effect, it can be seen from the partial test (t-test) = 0.000 smaller 
than 0.05. This resulted in the rejection of the accepted H0 and H1. The variable regression coefficient (X1) 
is -1.573; it means that the coefficient is negative, meaning that there is a negative relationship between the 
Capital Adequacy Ratio and the Non-Performing Loan. (The hypothesis is accepted). LDR (X2) has a positive 
and significant effect on NPL (Y) The significance value for the variable Loan to Deposit Ratio (X2) = 0.000 
is smaller than 0.05. The regression coefficient for the Loan to Deposit Ratio (X2) variable is 0.504, meaning 
that the coefficient is positive, meaning that there is a positive relationship between the Loan to Deposit 
Ratio and the Non-Performing Loan, the better the Loan to Deposit Ratio, the better the Non-Performing 
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Loan. (The hypothesis is accepted). KAP (X3) has a positive and significant effect on NPL (Y), with a 
significance value for the Earning Asset Quality variable (X3) = 0.000 which is smaller than 0.05. The 
regression coefficient of the Productive Asset Quality (X3) variable is 1.739; meaning that the coefficient is 
positive, meaning that there is a positive relationship between the Quality of Earning Assets and Non-
Performing Loans, the better the Quality of Earning Assets, the better the Non-Performing Loans. 
(Hypothesis accepted). BOPO (X4) has a positive and significant effect on NPL (Y) with a significance value 
for the variable Operating Costs to Operating Income (X4) = 0.036 which is smaller than 0.05 and the 
regression coefficient of the Variable Operating Costs to Operating Income (X4) is 0.168; meaning that the 
coefficient is positive, meaning that there is a positive relationship between Operational Costs on Operating 
Income and Non-Performing Loans, the better Operating Costs on Operating Income, the better Non-
Performing Loans will be. (Hypothesis accepted).  
 
Discussion 

The results above can be explained that the CAR (X1) on NPL (Y) has a negative effect, it can be seen 
from the partial test (t-test) = 0.000 smaller than 0.05. This resulted in the rejection of the accepted H0 and 
H1. The variable regression coefficient (X1) is -1.573; This means that if the other independent variables 
have a fixed value and the Capital Adequacy Ratio variable has increased by 1 unit, then Non-Performing 
Loans have decreased by -1.573. A negative coefficient means that there is a negative relationship between 
the Capital Adequacy Ratio and Non-Performing Loans. (The hypothesis is accepted). The capital has a 
negative effect on problematic conditions. The CAR has a negative effect on NPL (Kennedy & Hayrani, 2018; 
Mili et al., 2017). This gives a negative indication of the effect of CAR on NPL. 

The results of this study indicate that LDR (X2) has a positive and significant effect on NPL (Y). The 
significance value for the variable Loan to Deposit Ratio (X2) = 0.000 is smaller than 0.05. The regression 
coefficient of the Loan to Deposit Ratio (X2) variable is 0.504; This means that if the other independent 
variables have a fixed value and the Loan to Deposit Ratio has increased by 1 unit, then the Non-Performing 
Loan will increase by 0.504. The coefficient is positive, meaning that there is a positive relationship between 
the Loan to Deposit Ratio and the Non-Performing Loan, the better the Loan to Deposit Ratio, the better the 
Non-Performing Loan. (The hypothesis is accepted). The number of third party funds collected by a bank is 
directly proportional to the amount of credit issued, meaning that the more third party funds, the more 
credit issued (Balke et al., 2021; Bawa & Basu, 2020; Hernández et al., 2015). The higher the LDR, the lower 
the liquidity capacity of the bank concerned. This is supported by research conducted that there is a positive 
influence between LDR and NPL (Bolognesi et al., 2020; Karadima & Louri, 2020; Tölö & Virén, 2021).  

The results of this study indicate that KAP (X3) has a positive and significant effect on NPL (Y), with 
a significance value for the Productive Asset Quality variable (X3) = 0.000 which is smaller than 0.05. The 
regression coefficient of the Productive Asset Quality (X3) variable is 1.739; This means that if the other 
independent variables have a fixed value and the Quality of Earning Assets has increased by 1 unit, then the 
Non-Performing Loan will increase by 1.739. The coefficient is positive, meaning that there is a positive 
relationship between the Quality of Earning Assets and Non-Performing Loans, the better the Quality of 
Earning Assets, the better the Non-Performing Loans. (Hypothesis accepted). The number of third party 
funds collected by a bank is directly proportional to the amount of credit issued, meaning that the more 
third party funds, the more credit issued (Dwiantara et al., 2015; Hernández et al., 2015; Sari et al., 2020). 
So it can be concluded that if the LDR ratio increases, the liquidity capacity will decrease. This is because 
the amount of funds needed to finance credit is getting bigger. This is supported by the results of research 
that there is a positive influence between LDR and NPL (Boďa & Zimková, 2021; Sujana & Mustanda, 2015).  

The results of this study can show that BOPO (X4) has a positive and significant effect on NPL (Y) 
with a significance value for the variable operating costs on operating income (X4) = 0.036 which is smaller 
than 0.05 and the regression coefficient of the variable operating costs on operating income ( X4) of 0.168; 
This means that if the other independent variables are fixed in value and Operational Costs to Operating 
Income have increased by 1 unit, then Non-Performing Loans will increase by 0.168. The coefficient is 
positive, meaning that there is a positive relationship between Operational Costs on Operating Income and 
Non-Performing Loans, the better Operating Costs on Operating Income, the better Non-Performing Loans 
will be. (Hypothesis accepted). The smaller the BOPO ratio means the more efficient the operational costs 
incurred by the bank concerned so that the possibility of a bank in troubled conditions is getting smaller 
(Dadang Agus Suryanto & Susanti, 2020; Rezeki & Noviarita, 2021). This is supported by the research stated 
that BOPO had a positive effect on NPL (Alteza, 2017; Harsono, 2021; Pusva & Herlina, 2017). 
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4. CONCLUSION 

The Capital Adequacy Ratio (CAR) variable has a significant negative effect on NPL in the Penglatan 
Traditional Village LPD. This shows that when the Capital Adequacy Ratio increases, the Non-Performing 
Loan will decrease, then secondly, the Loan to Deposit Ratio (LDR) variable has a significant positive effect 
on NPL in the Penglatan Traditional Village LPD. The quality of Earning Assets (KAP) has a significant 
positive effect on the NPL in the Penglatan Traditional Village LPD. This shows that the better the Productive 
Asset Quality, the better the Non-Performing Loans, and finally, the Operational Cost of Operating Income 
(BOPO) has a significant positive effect on the NPL in the Penglatan Traditional Village LPD. 
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