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Bank Pasar Kulon Progo plays a key role in promoting regional economic growth 

and improving welfare. To maintain financial stability, it is essential to assess 

factors influencing financial sustainability. This study examines the impact of 

Capital Adequacy Ratio (CAR), Non-Performing Loans (NPL), Return on Assets 

(ROA), and Loan to Deposit Ratio (LDR) on the Financial Sustainability Ratio 

(FSR) of Bank Pasar Kulon Progo from 2018 to 2023. A quantitative approach 

was used, analyzing financial report data with purposive sampling. Multiple 

linear regression was applied to assess the relationships between the variables. 

The results show that CAR, NPL, ROA, and LDR have a significant impact on 

FSR, collectively explaining 79.5% of its variation (R² = 0.795). The remaining 

20.5% is influenced by other factors outside the model. These findings suggest 

that effective management of CAR, NPL, ROA, and LDR is crucial for ensuring 

the financial sustainability of Bank Pasar Kulon Progo. 
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1. INTRODUCTION 
Infrastructure development in a country can be used as a benchmark to determine the extent of a country's 

economic progress, both macro and micro. Apart from that, industry can also be used as evidence and readiness 

of a country to welcome a civilization that is easy and fast in every activity[1]–[3]. 

Meanwhile, Public Policy Observer Faisal Baasir said that looking at current conditions, the industrial 

potential still promises to be further developed, in line with the current development of the Indonesian 

economy. Meanwhile, UI Economic Analyst Avilliani said that infrastructure development will have an impact 

on economic development. Therefore, according to him, before a region wants to build infrastructure, the most 

important thing is that economic activity in that region must be increased so that it can contribute to the project 

so that it does not suffer losses [4]–[6]. The Government's plan to build infrastructure can be an alternative 

solution to one of the transportation problems in Indonesia which is currently ineffective and inefficient, 

especially in the Yogyakarta area. Infrastructure in this case is one of the YIA Airports in Kulon Progo 

Regency[7]–[9]. 
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The construction of Yogyakarta International Airport is a concrete manifestation of the integrated 

sectoral development agenda which is centered on the South Coast region and aims to increase economic 

growth, develop regional infrastructure and develop the social life of the community (Yogyakarta Regional 

Development Work Plan: 2016). Development activities will definitely have an impact as a result of airport 

construction. The existence of airports has a big influence on economic growth and the regional growth rate is 

relatively faster[10], [11].Based on data from the Kulon Progo Central Statistics Agency, economic growth in 

Kulon Progo in 2020 decreased by 3.45 percent, in 2021 it rose to 4.37 percent, and in 2022 it amounted to 

6.57 percent. Kulon Progo poverty line Rp. 381,666 per capita per month. The poverty line shows the minimum 

ability to fulfill the economy, both fulfilling basic food and non-food needs. National average poverty line Rp. 

505,469 while in DIY it is Rp. 521,673. So, it can be concluded that Kulon Progo Regency experiences quite 

high levels of poverty in DIY[12], [13]. 

Therefore, to reduce the poverty rate in Kulon Progo Regency, the Regional Government formed Bank 

Kulon Progo to strengthen the capital structure and adapt it to the Regional financial capabilities. In accordance 

with Kulon Progo Regency Regional Regulation Number 5 of 2021 article 3, the aim of establishing Kulon 

Progo Bank is to increase paid-in capital until the established basic capital is fulfilled; improve services to 

customers and the community; improving community welfare; and support an increase in regional original 

income[14]–[16]. To achieve the goals of Bank Kulon Progo, the Regional Government must think about how 

to maintain financial sustainability at Bank Kulon Progo. Financial sustainability itself is defined as a 

company's consistency in producing positive results that not only cover costs, but also accelerate company 

growth. In the global economy, defining and establishing financial sustainability has become a challenge for 

all sizes and types of organizations [17]. 

Financial sustainabilityLocal government can be influenced by economic or non-economic factors. 

Wallstedt et al. (2014) identified regional financial difficulties that would hinder financial sustainability, which 

could be caused by internal, external, economic or even political factors. Therefore, it is necessary to know 

what factors can influence financial conditions, especially regional financial sustainability, so that regional 

governments can make the right decisions to improve services to the community. Suci Nurhikmah et al, (2021) 

explained that the factors that influence financial sustainability include Capital Adequacy Ratio (CAR) Non-

Performing Loans (NPL), Operational Costs to Operating Income (BOPO), Loan to Deposit Ratio (LDR), 

Inflation, Company Size (Size) and Return On Assets (ROA). Capital Adequacy Ratio (CAR) has a negative 

and insignificant effect, then Non-Performing Loans (NPL) and Loan to Deposit Ratio (LDR) have a positive 

and insignificant effect. Meanwhile, Return on Assets (ROA) is the only variable that has a positive and 

significant influence on the Financial Sustainability Ratio (FSR). This is also supported by Hidayatul Arief et 

al (2019) explaining that the factors that influence financial sustainability include CAR, FDR, ROA, ROE, 

NOM and BOPO. The results of the analysis show that partially the FDR and ROA variables have a significant 

influence on increasing reach, while the other variables have an insignificant effect on the reach of Sharia BPR 

in West Sumatra Province. Financial Sustainability has a significant influence simultaneously on the reach of 

Sharia BPR in West Sumatra Province. The relationship between previous research that has been explained 

previously is a guideline for conducting this research, and in this research, we use Capital Adequacy Ratio 

(CAR), Non-Performing Loans (NPL), Return on Assets (ROA), and Loan to Deposit Ratio (LDR) as 

dependent variable. 
 

2. METHODS 
 

2.1. Sustainability 

Sustainability refers to the ability to maintain or preserve resources, systems, or conditions over the long term. 

In the context of finance and economics, sustainability involves managing resources (such as capital, assets, 

and natural resources) in a way that ensures continuous operation and growth without depleting those resources 

or causing long-term harm. For financial institutions, this means balancing profitability with social 

responsibility and environmental stewardship to ensure long-term viability and success. Hutton & Cox (2005) 

highlight that sustainability requires a balance between economic, social, and environmental systems. Their 

findings emphasize the importance of integrating these aspects to achieve long-term growth and stability, 

particularly for financial institutions. They argue that strategic planning should address not only economic 

performance but also social and environmental challenges. Stankeviciene & Nikonorova (2014) build on this 

concept by applying it specifically to the banking industry. They explore how sustainability can create both 

challenges and opportunities for banks. Their research shows that focusing on sustainable practices such as 

improving social responsibility and environmental impact can enhance economic performance while fulfilling 

the bank’s core obligations of providing financial services. The connection between these two findings lies in 

their shared emphasis on the interconnectedness of economic, social, and environmental factors. Both sets of 
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authors argue that long-term growth and stability are achieved when financial institutions adopt sustainability 

strategies that balance these three dimensions. Stankeviciene & Nikonorova extend Hutton & Cox's theoretical 

framework into practical applications for the banking sector, showing how sustainability can be a pathway to 

greater profitability and resilience. 
2.2. Financial Sustainability 

Financial Sustainabilityis defined as the company's ability to generate value for owners and provide 

operational continuity (a concept that refers to the principles of survival accounting) in the long term, by 

combining optimal investment and financing sources (Zabolotnyy & Wasilewski, 2019). To be able to assess 

the company's financial condition and achievements, several financial analysis benchmarks are needed 

(Purwanti, 2020). Bank financial sustainability can be measured using the financial sustainability ratio which 

consists of two components, namely expenses and income. 

 

2.3. Capital Adequacy Ratio (CAR) 

Wardiah (2013:295) "CAR is the bank's capital adequacy ratio or the bank's ability to use existing capital to 

cover possible losses in credit or securities trading. The CAR ratio shows the ability of capital to cover possible 

losses on credit provided as well as losses on investments in securities. CAR according to SBI (Bank for 

International Settlements) standards is a minimum of 8%. 
 

2.4. Non-Performing Loans (NPL) 

According to Pandia (2012:22) Non-Performing Loans (NPL) is a ratio that compares the total non-performing 

loans to the total loans disbursed in percentage form. The lower the NPL ratio, the lower the level of problem 

loans that occur. This means that the better the condition of a bank and vice versa, the higher the NPL ratio, 

the greater the credit risk borne by the bank (Kartika, 2017). 
 

2.5. Return on Assets (ROA) 

ROA is a financial ratio to assess the condition of a company with a certain scale or measurement of whether 

the assets owned by the company are maximal in gaining profits. The higher (larger) the ROA value of a 

company, the more effective the company is in using its assets (Sitanggang et al., 2022). One indicator of the 

health of a company's profitability is that the higher the ROA (>1.5%), the healthier the company can be said 

to be. A high ROA indicates that the bank is making more profits. 
 

2.6. Loan to Deposit Ratio (LDR). 

According to Ismail (2018:42) LDR is a ratio used to measure a bank's ability to repay its obligations to 

customers who collect funds channeled through credits given to debtors. LDR functions as a determining factor 

in the size of the minimum statutory reserve (GWM) as well as an indicator of bank intermediation. According 

to PBI No. 15/7/PBI/2013 Article 10 The size of a healthy LDR ratio is between 78% and 92%. 
 

The research method used in this research is a quantitative method which aims to test the hypothesis that has 

been established. In this research, the population used is Bank Pasar Kulon Progo financial report data for 2018-

2023. The technique used for sampling in this research was purposive sampling technique. 

 This research uses secondary data. The secondary data used is quarterly financial report data sourced 

from the website www.ojk.go.id which has been published from 2018-2023. The data collection method used 

is the documentation method. The documentation method is carried out by collecting documents in the form 

of financial reports, library studies or literature in the form of books, journals, articles, internet sites and other 

related data needed in this research. The data analysis used is multiple linear regression analysis. Previously, 

a classical assumption test was carried out followed by a hypothesis test. If these conditions are met then the 

analytical model is suitable for use. 

 

3. RESULT AND DISCUSSIONS 
 

3.1. RESULT 

The t test is used to test the significance of the influence of independent variables X1 (CAR), X2 (NPL), 

X3 (ROA), and X4 (LDR), on the dependent variable Y (Financial Sustainability Ratio) in the resulting 

regression model. So the t test is used to test each independent variable against the dependent variable (Gulla 

et al., 2015). To determine the criteria for testing research hypotheses: 

1) The hypothesis is accepted if t is significant <0.05 

2) The hypothesis is rejected if t is significant > 0.05 
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Table 1. t test results 

Model t-count Sig. Information 

(Constant) -0.825 0.419  

CAR 2,885 0.009 Influential 

NPLs 0.946 0.016 Influential 

ROA 0.772 0.032 Influential 

LDR -0.445 0.042 Influential 

 

The table presents the results of a t-test conducted to evaluate the significance of four financial variables 

Capital Adequacy Ratio (CAR), Non-Performing Loans (NPLs), Return on Assets (ROA), and Loan to Deposit 

Ratio (LDR) on the Financial Sustainability Ratio (FSR). Each variable's t-count and significance (Sig.) values 

are provided. CAR, NPLs, ROA, and LDR all have significance values below 0.05, indicating that each 

variable has a statistically significant influence on the Financial Sustainability Ratio. Specifically, CAR shows 

the strongest effect with a t-count of 2.885 and a significance of 0.009, followed by NPLs (t-count = 0.946, 

Sig. = 0.016), ROA (t-count = 0.772, Sig. = 0.032), and LDR (t-count = -0.445, Sig. = 0.042). The constant in 

the model, however, is not significant (Sig. = 0.419), suggesting it does not contribute significantly to 

explaining variations in FSR. 

Based on the t test results above, then: 

1. First Hypothesis Test 

𝐻1= Capital Adequacy Ratio (CAR) has a significant effect on Financial Sustainability at Regionally 

Owned Enterprises (BUMD) Bank Pasar Kulon Progo. 

Based on table 1, the t test results for the CAR variable have a calculated t of 2.885 with a significance 

of 0.009. A significance value of less than 0.05 indicates that the CAR variable has a significant effect on 

the Financial Sustainability Ratio (FSR). This is in accordance with the hypothesis which states that CAR 

has a significant effect on the Financial Sustainability Ratio (FSR), so the first hypothesis is accepted. 

2. Second Hypothesis Test 

𝐻2= Non Performing Loans (NPL) have a significant effect on Financial Sustainability at Regionally 

Owned Enterprises (BUMD) Bank Pasar Kulon Progo. 

Based on table 1, the t test results for the NPL variable have a calculated t of 0.946 with a significance 

of 0.016. A significance value of less than 0.05 indicates that the NPL variable has a significant effect on 

the Financial Sustainability Ratio (FSR). This is in accordance with the hypothesis which states that NPL 

has a significant effect on the Financial Sustainability Ratio (FSR), so the second hypothesis is accepted. 

3. Third Hypothesis Test 

𝐻3= Return On Assets (ROA) has a significant effect on Financial Sustainability at Regionally Owned 

Enterprises (BUMD) Bank Pasar Kulon Progo. 

Based on table 1, the results of the t test for the ROA variable have a calculated t of 0.772 with a 

significance of 0.032. A significance value of less than 0.05 indicates that the ROA variable has a positive 

and significant effect on the Financial Sustainability Ratio (FSR). This is in accordance with the 

hypothesis which states that ROA has a significant effect on the Financial Sustainability Ratio (FSR), so 

the third hypothesis is accepted. 

4. Fourth Hypothesis Test 

𝐻4= Loan to Deposit Ratio (LDR) has a significant effect on Financial Sustainability at Regionally Owned 

Enterprises (BUMD) Bank Pasar Kulon Progo. 

Based on table 5.9, the t test results for the LDR variable have a calculated t of -0.445 with a 

significance of 0.042. A significance value of less than 0.05 indicates that the LDR variable has a 

significant effect on the Financial Sustainability Ratio (FSR). This is in accordance with the hypothesis 

which states that LDR has a significant effect on the Financial Sustainability Ratio (FSR), so the fourth 

hypothesis is accepted. 

 

The calculated F test is intended to test the regression model on the influence of all independent variables 

simultaneously on the dependent variable. This test can be seen in the F-test value. The F value in this study 

uses a significance level of 0.05, if the significance value of F < 0.05 then the regression model meets, whereas 
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if the significance of F > 0.05 then the regression model does not meet. The test results using the F test can be 

seen in table 2 below: 

 

 

 

Table 2. F Test Results 

ANOVA 

Model F Sig, Conclusion 

Regression 4,647 0.009 Significant 

 

From this table, the calculated F is 4.647 and the significance is 0.009. It can be seen that the significance 

value is smaller than 0.05. This shows the influence of Capital Adequacy Ratio (CAR), Non-Performing Loans 

(NPL), Return On Assets (ROA). ), and Loan to Deposit Ratio (LDR) together have a significant effect on 

Regional Owned Enterprises (BUMD) Bank Pasar Kulon Progo. 

 

3.2. DISCUSSIONS 

 Based on the results of the t test on variables CAR has a calculated t of 2.885 with a significance of 

0.009. A significance value of less than 0.05 indicates that the CAR variable has a significant effect on the 

Financial Sustainability Ratio (FSR). NPL has a t of 0.946 with a significance of 0.016. .05 indicates that the 

NPL variable has a significant effect on the Financial Sustainability Ratio (FSR), ROA has a calculated t of 

0.772 with a significance of 0.032, a significance value of less than 0.05 indicates that the ROA variable has a 

significant effect on the Financial Sustainability Ratio (FSR), and The LDR variable has a calculated t of -0.445 

with a significance of 0.042. A significance value of less than 0.05 indicates that the LDR variable has a 

significant effect on the Financial Sustainability Ratio (FSR). And the results of the F test show that the 

significance of the calculated F is 0.009. This value means it is smaller than 0.05 so that the model can be used 

to predict Capital Adequacy Ratio (CAR), Non-Performing Loans (NPL), Return on Assets (ROA), and Loan 

to Deposit Ratio (LDR) to Financial Sustainability Ratio (FSR) at Regional Owned Enterprises (BUMD) Bank 

Pasar Kulon Progo. 

 

4. CONCLUSIONS 

Based on the results of the analysis and discussion previously explained, a conclusion was obtained 

based on the results of the F test, the variables Capital Adequacy Ratio (CAR), Non-Performing Loans (NPL), 

Return On Assets (ROA), and Loan to Deposit Ratio (LDR) had an effect together with the Financial 

Sustainability Ratio. This is shown from the test results obtained by F count of 4.647 and a significance of 

0.009. Based on the results of the t test, the variables that influence the Financial Sustainability Ratio are 

Capital Adequacy Ratio (CAR), Non-Performing Loans (NPL), Return on Assets (ROA), and Loan to Deposit 

Ratio (LDR) with the results of testing the significance of Capital Adequacy Ratio (CAR). ) 0.009, Non-

Performing Loans (NPL) 0.016, Return on Assets (ROA) 0.032, and Loan to Deposit Ratio (LDR) 0.042so it 

shows the results that these variables work together has a significant effect on the Financial Sustainability 

Ratio. 
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