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ABSTRACT

This study aims to analyze the impact of financial ratios on the growth of Micro,
Small, and Medium Enterprises (MSME) credit at Regional Development Banks
(BPD) in the blue and green economy areas of Berau Regency. The variables
analyzed include the Capital Adequacy Ratio (CAR), Core Capital Ratio (CCR),
Return on Assets (ROA), Operating Expenses to Operating Income (BOPO), and
Liquid Assets Ratio (LAR), using the Error Correction Model (ECM) method.
Secondary data were obtained from the Financial Services Authority, Bank
Indonesia, and the Central Statistics Agency for the period from January 2012 to
December 2015. The results show that in the long term, CAR has a significant effect
on MSME credit growth, while in the short term, it does not. CCR does not have a
significant impact in either the short or long term. ROA and BOPO have a
significant negative effect on MSME lending in both time frames. Meanwhile, LAR
does not show a significant effect on MSME credit in either the short or long term.
These findings provide important implications for BPD’s financial management in
supporting sustainable MSME growth in the blue and green economic sectors of
Berau Regency.

Keywords: MSME Credit, Financial Ratios, CAR, CCR, ROA, BOPO, LAR, Blue
Economy, Green Economy, Berau Regency.
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INTRODUCTION

Regional economic development is an integral part of sustainable national
development. Within this framework, the banking sector—particularly Regional
Development Banks (BPD)—plays a vital role as financial intermediaries that
channel public funds into productive sectors, especially to Micro, Small, and
Medium Enterprises (MSMESs). Amid global and national economic dynamics that
are vulnerable to crises, MSMEs have proven to be relatively resilient. The
monetary crisis of 1997-1998 and the global financial crisis of 2008 showed that
MSMEs were able to survive even when large corporations collapsed, largely due
to their business models being less dependent on foreign currency financing and
large-scale capital.

In Berau Regency, which is currently developing a Blue and Green
Economy, synergy between economic growth and environmental sustainability is
essential. In this context, the role of MSMEs becomes strategic, particularly in
natural resource-based economic activities such as fisheries, organic agriculture,
and ecotourism. However, realizing the full potential of MSMEs in this area heavily
depends on financial support, especially from local financial institutions like BPD.

A persistent issue faced by MSME:s is limited access to formal financing.
According to Bank Indonesia (2023), around 70% of MSMEs in underdeveloped
and green economy-based areas still rely on non-bank financing, which is often
informal and carries high risk. Yet, numerous studies have shown that the success
of MSMEs in scaling up their operations is strongly influenced by stable and
affordable financial support. One approach to measuring BPD’s effectiveness in
distributing credit to MSME:s is through analysis of financial ratios, such as the
Loan to Deposit Ratio (LDR), Capital Adequacy Ratio (CAR), and Non-Performing
Loan (NPL).

Research by Handayani and Kusnandar (2022) found a positive relationship
between LDR and MSME credit growth in Central Java, whereas a high NPL was
identified as a major hindrance. Similarly, a study by Prasetyo et al. (2023)
suggested that a high CAR indicates a bank’s ability to absorb risk, thereby

encouraging more confidence in lending to MSME:s in the agriculture and fisheries

1029



Proceeding International Conference on Economic Business ] ’/ N
Management, and Accounting (ICOEMA) 2025 [ICOEMA
Program Studi Doktor Ilmu Ekonomi (\ 2025 /)
Universitas 17 Agustus 1945 Surabaya A

sectors. However, there is still a lack of research specifically examining the
correlation between BPD financial ratios and MSME credit growth in blue and
green economy regions like Berau Regency.

Given the crucial role of MSMEs in supporting sustainable economies and
the need for well-performing BPDs to provide financing, this study aims to analyze
the extent to which BPD financial ratios impact MSME credit growth in the Blue
and Green Economy areas of Berau Regency. The findings of this study are
expected to contribute significantly to policy development for more inclusive
financing schemes and to serve as strategic input for local governments and the

banking sector in fostering sustainable economic growth.

METHOD

This study aims to analyze the impact of the financial ratios of Regional
Development Banks (BPD) on the growth of Micro, Small, and Medium Enterprises
(MSME) credit in the Blue and Green Economy regions of Berau Regency. This
region was selected due to its commitment to sustainable development approaches
based on marine and environmental resources, where MSMEs play a vital role in
supporting the local economy. The object of this research is the actual realization
of MSME credit disbursement by BPD during the period from January 2023 to
December 2024, examining the influence of five key financial ratios: Capital
Adequacy Ratio (CAR), Core Capital Ratio (CCR), Return on Assets (ROA),
Operating Expenses to Operating Income (BOPO), and Liquid Assets Ratio (LAR).

The type of data used in this research is monthly time series secondary data
obtained from official institutions, namely the Financial Services Authority (OJK),
Bank Indonesia (BI), and the Central Statistics Agency (BPS). The data were
collected through literature review methods involving reports and official
publications issued by these three institutions. The research method applied is a
quantitative approach, with data analysis conducted using the Error Correction
Model (ECM), which is capable of measuring both short-term and long-term
relationships between the research variables. Prior to ECM estimation, the analysis

begins with a stationarity test to ensure the data are free from unit root issues,
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followed by integration degree and cointegration tests to examine the alignment of
integration levels among the variables. Once these prerequisites are met, the ECM
estimation is performed.

The dependent variable in this study is MSME credit disbursement by BPD,
while the independent variables include CAR, CCR, ROA, BOPO, and LAR. The
research also conducts classical assumption testing such as multicollinearity,
heteroskedasticity, autocorrelation, normality, and linearity tests to ensure the
validity of the regression results. In the ECM model, the long-term relationship is
formulated using the natural logarithm of MSME credit against the logarithm of
financial ratios, while the short-term relationship is modeled as the logarithmic
change between periods, accompanied by the Error Correction Term (ECT) to
adjust for long-term disequilibrium.

Through this approach, the study is expected to provide a more
comprehensive picture of how BPD’s internal financial conditions significantly
influence MSME credit disbursement, particularly in sectors that support the Blue
and Green Economy agenda. Consequently, the research findings may serve as
valuable policy input for local governments and banking authorities in promoting

the active role of BPD in supporting MSME growth.

RESULTS AND DISCUSSION

1. Long-Term Effects of Financial Ratios on MSME Credit
a) Capital Adequacy Ratio (CAR)

In the long term, the Capital Adequacy Ratio (CAR) has a positive and
significant effect on MSME credit distribution. With a coefficient of 0.017359
and a probability value of 0.0041, the results indicate that a 1% increase in CAR
leads to a 0.017359% increase in MSME credit. This finding supports
Maharani’s (2011) theory, which states that a higher CAR reflects a stronger
bank position due to its ability to cover asset risks with available equity. The
studies by Martin (2014) and Arisandi (2015) also reinforce this result,

confirming a positive correlation between CAR and MSME credit expansion.
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b)

d)

Capital to Credit Ratio (CCR)

CCR exhibits a negative and significant impact on MSME credit in the long
run, with a coefficient of -0.022566 and a probability of 0.0008. This suggests
that a 1% increase in CCR results in a 0.022566% decrease in MSME credit.
This indicates that BPD banks have not effectively utilized their capital to boost
credit, especially in areas with sustainable economic potential such as the Blue
and Green Economy sectors.

Return on Assets (ROA)

ROA shows a negative and significant influence on MSME credit in the
long term, with a coefficient of -0.089549 and a probability of 0.0000. This
means that a 1% increase in ROA reduces MSME credit by 0.089549%. The
high ROA has not served as an incentive for BPD banks to expand MSME
credit, possibly due to the lack of specialization in low-risk, high-yield lending
sectors. This is supported by findings from Cahyadi (2012) and Pratiwi (2012).
Operating Expenses to Operating Income (BOPO)

BOPO has a negative and significant impact on MSME lending, with a
coefficient of -0.005109 and a probability of 0.0007. A 1% increase in BOPO
leads to a 0.005109% decrease in MSME credit. This reflects poor operational
efficiency, which reduces credit distribution, particularly in environmentally
sustainable economic sectors that require efficient financial approaches.

Loan to Asset Ratio (LAR)

LAR also has a negative and significant long-term effect, with a coefficient
of -0.004942 and a probability of 0.0000. This means a 1% increase in LAR
decreases MSME credit by 0.004942%. This condition is due to the passive
nature of fund placement mechanisms between BPD and local governments,
where funds are not optimally allocated to productive sectors such as investment

or working capital credit (Rokhim, 2012).

2. Short-Term Effects of Financial Ratios on MSME Credit

a)

Capital Adequacy Ratio (CAR)
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In the short term, CAR has a negative but insignificant effect on MSME
credit, with a coefficient of -0.004361 and a probability of 0.3401. This suggests
that improved capital adequacy does not immediately translate into increased
lending, as also noted by Tyastika (2013).

b) Capital to Credit Ratio (CCR)

CCR shows a positive but insignificant impact in the short run, with a
coefficient of 0.000809 and a probability of 0.8704. This implies that capital
quality improvements have not yet effectively accelerated MSME credit
disbursement.

¢) Return on Assets (ROA)

ROA continues to show a negative and significant effect, with a coefficient
of -0.044184 and a probability of 0.0000. This suggests that short-term profits
are prioritized for stakeholder obligations rather than being channeled into real
sector lending for MSME:s.

d) Operating Expenses to Operating Income (BOPO)

BOPO has a negative and significant influence in the short term, with a
coefficient of -0.003329 and a probability of 0.0015. High BOPO values reflect
low efficiency, which in the short term fails to stimulate credit growth,
especially in environmentally-based economic sectors.

e) Loan to Asset Ratio (LAR)

LAR exhibits a negative but insignificant short-term effect, with a
coefficient of -0.000561 and a probability of 0.4872. This shows that BPD still
struggles to effectively utilize liquidity reserves to support productive credit

activities.

CONCLUSION
1. The Effect of Capital Adequacy Ratio (CAR)
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In the long term, CAR has a positive and significant impact on MSME
credit distribution by Regional Development Banks (BPD), particularly in
supporting Local Government (Pemda) programs such as the People's Business
Credit (KUR). The placement of government funds in BPD contributes to
capital resilience and drives MSME financing growth in environmentally
friendly and marine-based sectors. However, in the short term, CAR does not
have a significant effect, as improvements in capitalization capacity are not
immediately followed by accelerated credit disbursement to productive MSME
sectors.

2. The Effect of Capital to Credit Ratio (CCR)

In both the short and long term, CCR does not significantly affect
MSME credit growth in BPD. This reflects that BPD’s ability to manage and
enhance capital optimally has yet to meet the sustainable banking standards
expected by regulators such as Bank Indonesia and the Financial Services
Authority (OJK). This becomes a particular challenge in developing green and
blue economy-based MSME credit, which requires strong capital structure
readiness.

3. The Effect of Return on Assets (ROA)

ROA shows a negative and significant relationship with MSME credit
distribution in both the short and long term. This indicates that despite BPD
generating profits, such earnings have not sufficiently translated into support
for the MSME sector—including in regions that uphold green and blue
economy principles. BPD appears to prioritize profit allocation toward
stakeholders rather than increasing financing for sustainable real sectors.

4. The Effect of Operating Expenses to Operating Income (BOPO)

BOPO has a negative and significant influence on MSME credit
distribution in Berau Regency, both in the short and long term. High operating
costs reduce bank efficiency, directly impacting the bank's capacity to extend
credit, including to small businesses in environmental and marine sectors. This
condition underscores the importance of cost efficiency in supporting financing

for local development priority sectors aligned with sustainability goals.
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5. The Effect of Loan to Asset Ratio (LAR)
In both the short and long term, LAR shows no significant impact on
MSME credit growth. This finding suggests that fund allocation by BPD tends
to be directed toward sectors perceived as more promising in terms of return on
investment, rather than toward the MSME sector. Such a pattern poses a
constraint to optimizing the potential of local economies based on blue and
green ecosystems, which should ideally be prioritized in the regional economic

development of Berau Regency.
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