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CHAPTER I 

 

INTRODUCTION 

 
A.   Background 

The province of Yogyakarta has a strategic location with abundant and 

wealthy assets which may potentially become tourist attraction, either in 

historical or natural capital assets. The abundance of natural asset in this 

region starts from mountains, plains with a row of beaches on the southern 

part of Kulon progo which stretches until Bantul. There is the Mount Merapi 

which is very popular with nature lovers and as many places of historical 

sites lying immersively distributed in the city of Yogyakarta so it is easier for 

tourists to reach them. The natural wealth owned by the government of 

Yogyakarta has positive impact in terms of regional development which is 

supported by tourism, agriculture, and handicrafts. As the city develops in 

time, there began many of the establishment of schools and universities in 

Yogyakarta since 1900. Many school teachers (Kweekschool) were 

established by the Dutch government, followed by the folk school, technical 

school and so on. In 1946 Gadjah Mada University erected which was the 

first college in Indonesia, followed by several other universities such as 

Universitas Islam Indonesia, which moved from Jakarta to Yogyakarta, 

Indonesian Academy of Fine Arts, and so on. There Jogja has developed as 

city of students. Various business services then appeared to serve their daily 

needs. Enterprises lodgings, cheap food stalls, the bicycle market and else 

began to emerge. 
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The increasing amount of travelers and total immigrants who attend 

school, provides an opportunity for people to open and develop business. 

Micro, small and medium enterprises (SMEs) have very important role in 

economic growth and to overcome the unemployment problem. The 

development of micro enterprises make it as strategy to government efforts in 

the fight against poverty and unemployment in the region of Yogyakarta. 

Especially in this case, the necessary support of the government and financial 

institutions moreover from Bank and Rural Bank is required. Commercial 

and rural banks, in the economic system, serve as the provider of services of 

payment transactions, both domestically and abroad. The funds are derived 

from the public in the form of deposits or certificates of deposit, checking 

accounts, and of other savings. While RB (Rural Bank) itself served as the 

lender, providing funds and financing placement in accordance with Islamic 

principles. It can be widely understood that BPR has an active role to the 

development of UMKM. 

 The development of Rural Bank  in Yogyakarta in general is 

categorized strong and steady as judged in its ability to survive the global 

crisis that hit Indonesian Banking field in early 2008. Even the development 

of Rural Bank  in Yogyakarta is better than the development of BPR at the 

national level. But in the end of 2010, a disaster happened in Yogyakarta as 

the Merapi Mountain erupted. The catastrophe, of course, had an impact on 

people in the surrounding area. Therefore, this study is aimed to determine 

and prove whether Rural Bank in Yogyakarta which in 2008 was resistant to 



3 
 

the global crisis, now able to survive the aftermath of Merapi eruption that 

occurred in 2010 with reference to its financial results. 

In fact the development of UMKM in Indonesia have not been 

optimized maximally due to various constraints. There are several major 

factors that influenced the development of UMKM; capital, marketing, 

government policies and undergoing production systems. These four relate to 

each other in its influence to the development of UMKM in Indonesia. 

Therefore, UMKM require the role of financial institution in its development. 

Based on Government Regulation in Lieu of Law No.10 In 1998, the 

structure of banking in Indonesiaconsists of commercial and rural banks. In 

terms of developing UMKM, Rural Bank has a very active and supportive 

role. The existence of  Rural Bank in Indonesia is adjuvant to economic 

sector, either nationally or in smaller region. And Yogyakarta is one of them. 

Rural Bank in Yogyakarta (DIY) is considered to be able to survive the 

global crisis that stroke the banking world of Indonesia in early 2008. 

The development of Rural Bank in Yogyakarta is better than others 

development at the national level but in the end of 2010, Merapi Mountain 

erupted in Yogyakarta. Such catastrophe had left a destructive impact on 

people living in Yogyakarta. In line to that, this study aims to determine and 

prove whether Rural Bank in Yogyakarta which in 2008 was resistant to the 

global crisis now able to survive the aftermath of Merapi eruption which took 

place in the 2010 with reference to its financial results. The existence of 

Rural Bank needs to get better attention. Such consideration to Rural Bank 
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can not be separated from the ability to obtain profits financially. Barnekel 

(2012) said that a company can achieve high profits with strong internal 

processes in managing the available assets and debts. Asset and debt 

management is recognizable from the financial and non financial capabilities 

provided to public so as to contribute to the profitability of BPR. 

Profitability as a basis for sound bank assessment conducted by Bank 

Indonesia is also measured from the aspect of profitability done by using 

ROA indicator. ROA, the greater it is the greater the level of profit which the 

bank will achieve and lead to the better the bank's position will reach in terms 

of using its assets (Dendawijaya, 2009: 118). The profitability according 

Munawir (2010: 33) is the company's ability to generate profits for a certain 

period. Profitability of a company can be determined by comparing the 

income earned in a given period by the total assets and total capital of the 

company ". Aremu et al. (2013) declared the ultimate goal to be achieved as a 

company's most importanceis to obtain the maximum profit or gain. The 

profitability can be used as an illustration of how the companyability achieve 

its objectives (Raheem and Malik, 2013). 

Profitability can analyze the level of efficiency of Rural Bank in 

gaining profit during a certain period with employed capital. From the 

statements above, it can be seen that profitability is the company's ability to 

obtain net income during a certain period with sales, total assets, and capital 

used when a company conducts its business activities. 
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Below is a list of developments ROA of BPR in 5 areas in Yogyakarta, 

namely :         

                                            

                                           Table 1.1. 

ROA of Rural Banking Yogyakarta Province (%) 

Period 2012-2015 

 

 

 

 

 

                    

           
             Source: Indonesian  Bank 2012-2015 

 

In above table can be seen that Rural Bank in 2012 by 1.74%, in 2013 

to 2014 which is 2.24% and 1.66%, and then by 2015 of 2.25%. In the district 

of Gunung kidul ROA of years 2012 and 2013 increased 2.69% and 2.72%. 

then increased again in 2014 to 2.88%, ie 2015 at 1.13%. In Kulon progo 

Regency at 2012 is 2.30% and 2013 years is 2.54% a year later 2014 by 1.57 

% and 2015, namely 1.84%. 

Rural Bank in Sleman district has a value of ROA in 2.96% in 2012 

and then in 2013 to 2014 was 3.01% and 2.95% and 2015% is 2.19%. In the 

city of Yogyakarta ROA at 2012 is 3.47%   and then in 2013 and 2014 

decreased 2.43% and 3.31% and 2015 to 2.56%. 

This shows the the fluctuating levels of ROA. ROA indicated the 

occurrence of issues relating to the profitability of the Rural Bank in 

Yogyakarta. ROA is also used to measure the ability of bank management in 

Year 

Districts/ City 

Bantul 

(%) 

Gunung 

kidul 

(%) 

Kulon 

progo 

(%) 

Sleman 

(%) 

Yogyakarta 

(%) 

2012 1.74 2.69 2.30 2.96 3.47 

2013 2.24 2.72 2.54 3.01 3.31 

2014 1.66 2.88 1.57 2.95 2.43 

2015 2.25 1.13 1.84 2.19 2.56 
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gaining profits as a whole. The bigger the ROA of a bank is, the bigger the 

level of profit will be achieved by the bank and so on. 

There are many factors that can influence changes in Return On Assets 

(ROA) of banks, such as bank internal factors, macro-economic conditions 

and the factors of customer either in creditors or debtors. According to 

Mahardian (2008), the biggest factor affecting the Return On Asset (ROA) of 

bank is the level of capital adequacy and also the amount of loans made by 

the bank and CAR (Capital Adequacy ratio) in relation with Bank Indonesia 

Circular Letter No.6/23/DPNP/ 2004. The other factor that may affect the 

financial performance of the bank (Return On Asset). According Sudiyatno 

(2010), one measure for calculating bank liquidity is the Loan to Deposit 

Ratio (LDR), which is how much money is released to the lending bank. 

Bank Indonesia provisions of the Loan to Deposit Ratio (LDR) between 80% 

to 110% (Werdaningtyas, 2002). The higher the Loan to Deposit Ratio 

(LDR), the profits of banks increased (assuming the bank is capable of 

lending with effective), with the increase in bank profits, the bank's 

performance also improved. The amount of the ratio of loan to deposit ratio 

(LDR) of a bank will affect the performance of the bank. The credit default 

(Non-Performing Loan) to reduce the bank's revenue from the credit side. 

According Mahardian (2008) the biggest factor affecting the Retu rn On 

Asset bank is the level of operational efficiency as seen from the ratio of 

bank BOPO. 
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Based on the above background, referring to the ongoing fluctuating 

ratios of Return on Assets (ROA) in Rural Bank  in Yogyakarta, it is 

necessary to study the factors affecting ROA of Conventional Rural Bank  in 

Yogyakarta as the implementation of bank’s measurement performance in 

managing and using its assets to generate profit by taking a case study on 

Conventional BPR spread throughout the cities in the Special Region 

Yogyakarta where the sample used is entire Conventional BPR in Bantul, 

Gunung kidul, Kulon progo, Sleman and Yogyakarta. 

Where as in this study, the profitability is represented by Return on 

Assets (ROA) by examining the impact of profitability (ROA) towards CAR 

(Capital Adequacy Ratio), NPL (Non Performing Loan), and Cost of 

Operating Income (BOPO) in five districts in Yogyakarta namely districtof 

Bantul, Gunung kidul, Kulon progo, Sleman and Yogyakarta from 2012-

2015. 

The study is entitled "Determine of Rural Bank Profitability in 

Yogyakarta : Period 2012-2015 '' and use annual time series data published 

from financial statements of eight Rural Banks in yogyakarta as registered in 

Bank Indonesia. This study also uses multiple regression analysis. 

 

B. Research Limitation 

In order to prevent deviation and to focus more on the original 

purpose, the author limits the issues examined in this study to analyze the 

effect of CAR, LDR, BOPO and NPL towards ROA throughout Yogyakarta. 
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The scope of this research is the area that includes the district of Bantul, 

Gunung kidul, Kulon progo, Sleman, and Yogyakarta. This research uses 

method of panel data in the time period of 2012-2015. 

 

C. Research Question 

Based on the above explanation, the problems encountered in this 

paper include the following: 

1. How does CAR (Capital Adequacy Ratio) influence to profitability 

(ROA) of Rural Bank in Yogyakarta ? 

2. How does LDR (Loan to Deposit Ratio) influence to profitability (ROA) of 

Rural Bank in Yogyakarta ? 

3. How does BOPO (Operating Income Operating Costs Against) influence 

to profitability (ROA) of Rural Bank in Yogyakarta ? 

4. How does NPL (Non-Performing Loan) influence to profitability (ROA) 

in Rural Bank Yogyakarta ? 

 

D. Research Objectives 

Based on the problems in the study, the purpose of this study is to 

determine the effect of CAR (Capital Adequacy Ratio), LDR (Loan to 

Deposit Ratio), operational expenses against Operational Income (BOPO) 

and NPL (Non-Performing Loan) against the profitability (ROA) in Rural 

Banks in Yogyakarta in the period 2012 until 2015. 
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E. Research of Benefits. 

In general, this research is expected to increase knowledge about 

economics to make decisions on policies and to increase local revenue. 

1. As specific benefit for science, this research is expected to be a source 

of new data that could be further developed in conducting future 

research. 

2. As a reference for researchers who are interested to study in the same 

field with the different approach and scope. 

3. As an input and recommendation to policy-makers especially the local 

government of Yogyakarta relating to the development of BPR in 

order to boost the regional economy so as to achieve a fair and 

prosperous welfare. 

 

 

 

 

 

 

 

 


