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 The problems raised in the present research was related to the effect of MSMEs 

credit distribution loan and Non-Performing Loan (NPL) credit towards the banking 

companies profit in Indonesia. The study was intended to examine and obtain 

empirical evidence on the effect included (1) MSMEs credit variable to NPL variable. 

(2) MSMEs credit variable distributed to profit variable. (3) NPL to the profit 

variable and (4) to determine the effect indirectly MSMEs credit variable to profit 

variable through NPL in banking companies which included the 15 largest credit 

banks of MSMEs in Indonesia. The study used secondary data sources and data 

types used as a quantitative data. It was collected through documentation studies. 

The data analysis technique was applied Path Analysis on the software (SPSS). The 

hypothesis result testing was obtained that (1) the total amount of MSMEs credit 

had a significant positive effect on the banking company profit. (2) MSMEs credit 

positively significant to NPL of the banking company. (3) NPL had a significant 

negative effect on the company profit. (4) MSMEs credit could directly effect to 

profit and also indirectly affect the MSMEs credit could effect NPL as an 

intermediary variable then to variable profit. The direct coefficient value (0,301) 

was lower than indirect coefficient (0,404). Therefore, it can be concluded that 

there was an indirect effect of MSMEs credit channeled to NPL as an intermediate 

variable then to profit variable. The expected contribution could be obtained from 

the results was to assist the management in the banking sector in credit 

management included micro, small and medium enterprises (MSMEs) as well as 

become a consideration for stakeholders of the banking sector in decision making. 
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1.  Introduction 

The existence of Micro, Small, Medium Enterprises (MSMEs) in Indonesia which is now a major 

supporter of the national economy is considered worthy greater attention. MSMEs has an important role in 

economic growth in Indonesia. It is evident when the economic crisis in Indonesia occurred in 1998, the 

sector of MSMEs can survive the economic crisis wherein a long time companies collapsed due to the crisis 

that occurred. The other than it, the contribution is given by MSMEs to the Gross Domestic Product of the 

State of Indonesia can be stated high, unlike in 2016 was 60.34% and helping absorption of workers in the 

sector of MSMEs was 97.22% in the last period (CNN Indonesia, 2016). 

The Indonesia Government seeks to empower MSMEs by issuing various policy packages aimed at 

improving the real sector and, to expand employment opportunities, accelerate the development of the 

real sector and reducing poverty in Indonesia. The government realizes the government's effort to 

empower MSMEs in Indonesia through the issuance for Presidential Instruction (INPRES) No. 6 in 2007 on 

the Policy of Acceleration of Real Sector Development and Empowerment of Micro, Small and Medium 

Enterprises. The implementation spearhead of the impress issuance with the credit launch for the MSMEs 

actors and cooperatives with the loan pattern or also known as People Business Credit (KUR). 

KUR is a government effort to empower MSMEs and Cooperatives to expand employment 

opportunities, accelerate the development of the real sector and to reduce poverty in Indonesia. The KUR 

launching has been conducted since November 5th, 2007 by the President of the Republic of Indonesia 

through 33 intermediary banks in a successful manner. From the beginning of KUR launch in 2007 until 

2014, for seven years only total funds by the government amounted to IDR. 16.7 trillion, has succeeded in 

mobilizing bank funds amounting to IDR. 178.85 trillion to be channeled to MSMEs with NPL average 

about 3.3%. The success indicator is KUR program has managed to absorb labor about 20,344,639 

workers. Even KUR distribution funds were temporarily suspended in its seventh year its implementation 

in mid-2014 as it exceeded the target set by the government. 

Credit distribution for MSMEs is not limited to banks designated as implementing banks of KUR 

suppliers. Based on Bank Indonesia Regulation (PBI) No. 17/12/PBI/2015 on granting credit or financing 

by commercial banks and technical assistance in the context of MSMEs development, banks are required to 

distribute 20% MSMEs loans from total loans gradually until 2018. Banking credit channeling 

arrangements to MSMEs segments by Bank Indonesia (BI) which are then forwarded by the Financial 

Services Authority (OJK) in 2012 have been set. The banking credit has been gradually conducted with a 

portion of at least 5% for MSMEs segment in 2015. The portion of at least 10% to MSMEs segment in 2016, 

the share of at least 15% to MSMEs segment in 2017 and starting in 2018 banks should provide a portion 

of at least 20 % to MSMES segment. The sanctions for banks that do not distribute the portion of MSMEs 

bank credit that has been determined is the bank exposed disidentify reduction of demand deposit 

services. Banks can not meet the minimum requirements for MSMEs credit are also not entitled to 

incentives to loosen the upper limit of the Loan to Funding Ratio (LFR) ratio to 94% from 92%. 

MSMEs credit each year loans have a good improvement, in general, the improvement is pursuing the 

growth of total banking credit. Based on data from the Info Bank Research Bureau (2016), MSMEs credit 

grew approximately 7, 63% in 2016, which was slightly lower than the total growth of banking loans only 
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7.87%. However, in accordance with the growth in MSMEs lending, the rising risk of non-performing loans 

or is known as NPL. The greater the total amount of the credit, the greater of increasing risk NPLs number.  

Kiryanto (2015) stated that the increase of NPL ratio of MSMEs as well as due to the economic 

slowdown, also caused some MSMEs debtors to meet their obligations to the banks due to their business is 

disrupted by the drop in turnover, especially, export-oriented MSMEs. Some MSMEs engaged in the 

plantation sector, construction, retail trade, and mining experience pressure due to the global economic 

conditions impact in Indonesia. If the global and national economic conditions improve, MSMEs, NPL will 

decline. The Bank should be able to minimize NPL. It will have an impact on the profitability of the credit 

interest income (Utami and Putra, 2016). The incidence of NPL will result in the bank's losses due to the 

funds by the bank in the form of credit are not returned, or interest income is unacceptable and will 

ultimately affect the profit gain. The high NPL can affect the bank's policy in disbursing its credit, i.e., the 

bank is more cautious in crediting. Due to banks that give credit when NPL is high means that the bank is 

included risk taken (Pratiwi, 2012). 

In the implementation of MSMEs, Credit distribution is to avoid the increase of NPL; the government 

has issued Regulation of the Coordinating Minister for Economic Affairs No. 8 in 2015 on Guidelines for the 

Implementation of KUR. It is mentioned in Article 32 of the Finance Policy Committee in MSMEs based on 

OJK statement stop KUR distribution for MSMEs. If the credit mastering NPL above 5% in the six months. 

Financing Policy Committee at MSMES can give credit approval of MSMEs credit in the form of KUR if the 

credit bank has NPL below 5% for three months consecutive. 

According to Kasmir (2005), the role of banking as a financial institution is inseparable from credit 

problems, from bank activities as a financial institution, lending as its main activity. The total amount of 

the credit will determine the amount of the bank profits. The statement was reinforced by Wulandari 

(2009) that stated in her research results; the microcredit distribution effects bank operating profit. 

Similarly, in the credit distribution of MSMEs by banks, as the rules of the credit disbursement set by the 

government, the greater loans amount by banks for MSMEs is expected to increase the profits to be 

obtained. 

 

Research Questions 

Based on the above description, some problems are formulated as follow: 

1.  What the MSMEs credit significantly affecting the banking companies profit that is included the 15 

largest MSMEs credit banks in Indonesia? 

2.  What the MSMEs credit significantly affecting NPL banking companies that is included the 15 largest 

MSMEs credit channeling banks in Indonesia? 

3.  What the NPL significantly affect the banking companies profit that is included the 15 largest 

MSMEs credit banks in Indonesia? 

4.  What the MSMEs credit   affecting profit indirectly through NPL in banking companies that is 

included the 15 largest MSMEs credit banks in Indonesia 

 

Research Aims 

The purpose of the present research are: 

1.  To find out the effect of MSMEs credit to the banking companies profit that is included the 15 largest 

MSMEs credit banks in Indonesia? 

2.  To find out the effect of MSMEs credit to NPL banking companies that is included the 15 largest 

MSMEs credit banks in Indonesia? 

3.  To know the effect of NPL on the banking companies profit that is included the 15 largest MSMEs 

credit banks in Indonesia? 

4.  To know the effect of MSMEs credit that is channeled to profit indirectly through NPL in banking 

companies that is included the 15 largest MSMEs credit banks in Indonesia 

Theoretical Framework 

Signaling Theory 

According to Hartono (2005), signaling theory stated that a good quality company would deliberately 

signal to the market. Thus the market is expected to differentiate good and bad quality companies. The 
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signal theory is based on the assumption that the information received each and party is not the same. In 

other words, signaling theory is concerned with information asymmetry. Signaling theory indicates the 

existence of the information asymmetry between the management company and parties concerned with 

the information. Therefore, the managers need to provide information to interested parties through the 

issuance of financial statements. Signaling theory suggests how a company should signal the users of the 

financial statements. This signal is information about what has been done by the management to realize 

the desire of the owner. The information received by the investor first interpreted as a good signal (good 

news) or bad signal (bad news). If the profit statement by the firm increases, then the information can be 

categorized as a good signal, as it indicates good company condition. Conversely, if the reported profit 

decreases, then the company is not in good condition that is considered a bad signal. In term of this, the 

bank seeks to increase its profit through credit channeling and keep NPL below 5%. Therefore, the 

information from the bank is categorized as a good signal. 

 

Bank Definition 

According to Kasmir (2007), the bank is a financial institution whose main activity is collecting funds 

from the society and channeling the funds back to the society and providing other bank services. Whereas, 

according to IAI in PSAK No. 31, Bank serves as a financial intermediary between the party who owns the 

funds and the party who needs the funds, as well as the functioning institution to pass the payment. It can 

be concluded that bank is a financial institution whose activities collect funds from the public in the 

demand deposits form, savings, and deposits, then channel funds to the society in the loans form (credit). 

Providing other services that include deposit services, payment services, transfer, clearing, forex, safe 

deposit box, travelers check, credit card. 

The main functions and aims for bank establishment in Indonesia are as Agent Of Development 

(especially for state-owned banks) and Financial Intermediary. The function establishing a bank as follows: 

(1) Agent Of Development: To maintain monetary stability in Indonesia. This function can be seen in two 

crediting credit programs, namely KIK (Small Investment Credit) and KMKP (Permanent Working Capital 

Credit). (2) Financial Intermediary: The Bank serves as an intermediary for the collection and funds 

distribution. 

In accordance with its function, the benefits derived from banking services are as follows: (1) Working 

Balance; to support daily transaction procedures for business, thus to facilitate the process of receipt and 

payment of the transaction. (2) The investment fund as an investment place from idle, to get interested. (3) 

Saving purpose; to secure the money deposit, both physically (theft) and morally (inflation, devaluation, 

and depreciation).  

MSMEs Credits 

In the Law of the Republic of Indonesia No. 20 in 2008 on Micro, Small, and Medium Enterprises, Article 

1 explained that MSMEs credit definition is the funds provided by the Government. Regional Government, 

Business World, and the society through banks, cooperatives, and non-bank financial institutions, to 

develop and strengthen the capital of Micro, Small and Medium Enterprises. Meanwhile, according to 

Calvary (2008) stated that Micro, Small, and Medium Business Loan is a lending and borrowing activity 

between individuals or business entities or certain legal entities at the level of micro, small and medium 

enterprises, capable of performing legal acts with the trust principal. 

If we follow the development of the bank's loss/profit sheet in Indonesia, the main income from the 

operational results is mainly still dependent on the income of the credit interest (Kustina and Dewi, 2016). 

The banks seek to increase their profits through the credit channeling than the loan disbursement, which is 

expected to increase the operating profit earned by the bank. The loan disbursement generates operating 

income in the form included interest income, provision, commission, other than that the credit distribution 

also has a risk of NPL that is a burden component for the bank, due to the bank will not get an interest 

income, and a number of the loan principal has. 

 

Nonperforming Financing/ Non-Performing Loan (NPL) 

According to Darmawi (2012), the credit provision contains various risks caused by the possibility or 

not repaid by the debtor at the end of the loan (payment due date). The customer can not repay many 
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things that cause the credit in time. No credit-free decision. No bank tone is capable of developing its 

business if the bank always avoids the risk. But not all risks are acceptable. Acceptable risk is a measurable 

risk. Thus, in determining whether to provide a loan or not, a banker should be able to estimate or measure 

the risk of being bad loans. According to Manurung and Rahardja (2004) regarding loan problems are: "If 

the good management, it will generate benefits for the bank, vice versa. If the management is not optimal 

and not careful, then that will encourage the NPL emergence. Credit is stated to be nonperforming 

financing. If the return is late than the planned schedule, not even returned at all." 

Understanding Non-Performing Financing according to Dendawijaya (2003): "Non-performing loans 

are credits whose loan principal repayment and interest payments have been postponed for more than one 

year from payment due date based on the agreed schedule. According to Tamin (2012), the credit facility 

that runs in BI assessment. The group is divided into 5 groups namely Group 1 = current/without arrears 

(L), Group 2 = Special Attention (DPK), i.e., 1 month delay, Group 3 = substandard (KL) or arrears of more 

than 1 to 3 months, Group 4 = Doubtful (D) or delinquent more than 3 to 6 months, Group 5 = loss 

(overdue 6 months). Group 3-5 is called NPL. 

According to Bank Indonesia Circular Letter No.8/30/DPBPR/2006, NPL is a comparison between the 

loans given (quality of KL, D, and M) after deducting Allowance for Earning Assets Losses (PPAP) with the 

total amount of the loans granted. According to Siamat (2005), NPL or often called non-performing 

financing can be interpreted as a loan that has difficulty repayment due to intentional factors and or due to 

external factors beyond the control ability of the debtor. According to Riyadi (2006), the NPL amount 

allowed by Bank Indonesia is 5% at most. If it exceeds 5%, it will affect the rating of Bank Health, that will 

reduce the value/score obtained. 

The arrears credit cause the bank's ability to disburse loans to be affected due to reducing funds that 

will be for credit. The bank must establish an allowance for provision of credit receivables or Provision for 

Earning Assets Loss (PPAP) to prevent the risk of loss. Thus, there is a negative relationship between NPL 

and the amount of MSMEs credit (Soedarto, 2004). According to Mahsud (2004), NPL is a ratio used to 

measure the bank's ability to cover the failure risk of the credit repayment by the debtor. NPL reflects a 

credit risk, the higher NPL level, the greater of the credit risk borne by the bank. With the high NPL rate, 

banks should provide greater reserves, thereby reducing bank capital. The amount of capital greatly affects 

the extent of the credit expansion. The NPL magnitude is one of the reasons for the bank's difficulty in 

lending. 

 

Hypotheses 

a.  Effect of MSMEs credit   to profit 

Budiwati and Jariah (2012) stated that the better bank’s ability to distribute credit, the more 

interest income received by the bank from the loan. Therefore, the bank's ability in obtaining and 

increasing profits is increasing. The research was conducted by Hidayat (2012), showed that the 

amount of the credit affects the profit measured by Net Profit Margin. The statement is supported by 

Bedrock and Suarez (2000) in Utami and Putra (2016) that stated the amount of credit in distributed 

effect on earnings. Based on the description can be formulated hypothesis as follows: 

H1:  MSMEs credit significantly positively affects the banking companies profit that is included the 15 

largest MSMEs credit banks in Indonesia? 

b.  The effect of MSMEs credit amount to Non-Performing Loan (NPL) 

Along with the MSMEs credit growth, accompanied by the rising risk of NPL. The greater the 

number of loans by the banks, the risks of increasing NPL or higher NPL. The credit risk is a 

disappearance risk of the bank funds to the public, either in part or whole by existing credit agreements 

(Sudirman, 2013). The higher credit amount is by the banking society, the credit risks faced by the 

banks will be higher, the risk may be in NPL form or non-current payments, or in banking terms known 

as Non-Performing Loan (Cendana and Ramantha, 2017). Therefore, it can be stated that the amount of 

credit can affect the NPL. Based on the description then it can be formulated hypothesis as follows: 

H2:  The MSMEs credit significantly positively NPL affects of the banking companies profit that is 

included the 15 largest MSMEs credit banks in Indonesia? 
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c.  Effect of Non-Performing Loan (NPL) on profit 

The NPL incidence will result in the bank's losses due to the funds by the bank in the credit form are 

not returned, or interest income is unacceptable and will ultimately affect the profits earnings. 

Dendawijaya (2005) stated that with NPL, banks would lose the opportunity to earn income from loans, 

thereby reducing their earnings. It is supported by Gelos (2006) statement in Buyung (2009), and Sari 

et al. (2012) stated that NPL has a significant negative effect on bank performance as measured by 

Return On Assets (ROA). Based on the description then it can be formulated hypothesis as follows: 

H3:  NPL has a significant negative effect on the banking companies profit that is included the 15 

largest MSMEs credit banks in Indonesia? 

d.  Effect of MSMEs credit  to profit indirectly through Non-Performing Loan (NPL) 

The credit granting by risk banking firms. The more credit distributed by banks to the society, the 

greater credit risk that will be faced by the bank. The risks can be NPL emergence which in banking 

terms is known as the Non-Performing Loan (NPL) ratio. NPL may result in the bank to affect the profit 

gain, due to the funds in the credit form by the bank does not return as capital, and the bank does not 

get credit interest income. It indicates that the greater NPL ratio will make financial institutions slowly 

reduce the credit distribution to the society and will affect the earnings its profits. It is in accordance 

with the research results by Wangi and Ramantha (2017) stated that the greater NPL ratio would make 

financial institutions slowly reduce the credit distribution to the society and will indirectly reducing 

profit. Based on the description, it can be formulated hypothesis as follows: 

H4:  MSMEs credit  affects indirectly through Non-Performing Loan (NPL) in the banking companies 

that is included the 15 largest MSMEs credit banks in Indonesia 

 

Conceptual Framework 

Kasmir (2005) stated that the banking role as a financial institution is inseparable from credit 

problems, even bank activities as a financial institution, credit is the main activity. Kasmir (2005) stated 

that the banking role as a financial institution can not be separated from credit problems, as a financial 

institution, lending is the main activity. When NPL is high, the banking companies will face financial 

difficulties. Therefore, the fund's amount that can be used to disburse on credit is reduced. The low NPL 

shows that the bank's customers have a good ability to pay the debt. Thus, the bank again has some funds 

that can be used to disburse in the form of credit to other customers (Isnurhadi et al., 2015). However, the 

high NPL is one of the reasons for the bank's difficulty in lending. The credit amount is, and NPL has 

interrelated relationships. The greater credit amount is greater NPL likelihood, i.e., when credit quality 

enters Group 3 = Substandard (KL) or arrears of more than 1 to 3 months, Group 4 = Doubtful (D) or 

overdue 3 to 6 months, Group 5 = loss (overdue six months). After the NPL period entered in Substandard 

criteria (KL), i.e., delinquent more than three months, then NPL occurs will affect the loan amount is by the 

banks. The better bank's ability to distribute the credit, the more interest income will be received by the 

bank from the credit channeled. Therefore, the bank's ability to obtain and increase profits will increase. 

NPL occurrence will result in losses of the bank due to the funds are by the bank in the form of credit are 

not returned, or interest income is unacceptable and will ultimately affect the profit gain. The conceptual 

framework in the present study can be illustrated in Figure 1 below: 

 

 

   

 

    

 

 

  

 

 

  

 

Figure 1. Research Concept Framework 

H.2 

H.1 
 

MSMEs Credit (X1) 

 

Profit (Y) 

 

Non-Performing 

Loan/ NPL (X2) 

 

H.4 
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Research Variables 

a)  Exogenous Variable 

The independent exogenous variable in the study is the total amount variable of MSMEs credits. 

MSMEs credits amount is funding by banks to develop and strengthen the MSMEs credit in the banking 

companies that include 15 largest credit banks of MSMEs in Indonesia. 

b)  Endogenous Variable  

1.  Non-Performing Loan (NPL) 

Non-Performing Loan (NPL) variable in the research is endogenous variables and as an 

intermediate variable. NPL is the total amount of non-performing financing, wherein the debtor can 

not fulfill the MSMEs credit payment installment. When the credit quality goes into the substandard 

quality (KL), i.e., overdue for more than 1 to 3 months, doubtful credit quality (D) from 3 to 6 

months, quality loss (M) is in arrears. For more than six months in the banking companies that is 

included the 15 largest MSMEs credit banks in Indonesia 

2.  Profit 

In the present study, profit is endogenous dependent variable. The profit is referred a net income. It 

is the positive difference on income minus the costs and taxes on the banking companies that is 

included the 15 largest MSMEs credit banks in Indonesia 

 

2.  Research Method 

Research Location 

The research location is in the banking companies in Indonesia and distributes MSMEs credit. 

 

Population and Research Sample  

The population used in this research is banking companies in Indonesia that distribute credit Micro, Small 

and Medium Enterprises (MSMEs). The method of collecting the data sampling is used a purposive 

sampling method. The population that used as research sample is the population that meets the criteria of 

a particular sample. The criteria are as follows: 

a)  Banking company that provides MSMEs credits 

b)  Banks categorized into the top 15 largest MSMEs credit distributors in 2015-2016 

c)  The company has issued its annual statement from 2015 to 2016 

d)  Displaying data and information related to NPL 

e)  The annual financial report for December, 31 dated. 

 

Based on the results of sample selection is obtained 15 (fifteen) banking companies or total observation 30 

companies. The following are a list of the companies are used as samples: 

a) Bank Rakyat Indonesia (Bank BRI) 

b) Bank Mandiri 

c) Bank Negara Indonesia (Bank BNI) 

d) Bank Central Asia (Bank BCA) 

e) Panin Bank 

f) Bank Danamon 

g) Bank Maybank Indonesia 

h) Bank CIMB Niaga 

i) Bank Bukopin 

j) Bank Nagari 

k) Bank Syariah Mandiri 

l) Bank UOB Indonesia 

m) Bank Tabungan Negara (Bank BTN) 

n) Bank Tabungan Pensiunan Nasional (Bank BTPN) 

o) Bank OCBC NISP 
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Types and Data Sources 

The data used is a secondary data. Data were obtained from various sources included OJK website 

(www.ojk.go.id), info bank magazine and Indonesian Capital Market Directory (ICMD). The types of data are 

used a quantitative data in the form of the total amount of profits, and MSMEs credit money, NPL for the 15 

largest MSMEs credit banks in Indonesia. 

 

Data Analysis 

The data were analyzed through a descriptive statistics, then conducted a hypothesis test. The descriptive 

statistics provide an overview of the frequency distribution of the research variables, maximum values, 

minimum, mean, and standard deviations. The data analysis using path analysis technique. 

 

Path Analysis 

The path analysis is used to direct and indirect test effects through an intermediate variable. In the present 

research, it is used path analysis through SPSS software. The path coefficient (β) is a standardized 
regression coefficient. The path coefficient is calculated by making two structural equations, i.e., simple 

regression equation and multiple regression equations as follows; 

 

X2 = β2 X1 + e1  (1) 

Y   = β1 X1 + β2 X2 + e2 (2) 

 

Description: 

Y  = Profit β1-β2  = Regression coefficient 

X1  = Total amount of MSMEs credit distributed 

X2  = Non Peforming Loan (NPL) 

e  = Error 

 

The indirect effect amount is calculated by multiplying the indirect coefficient. If the direct coefficient 

relationship is smaller than indirect coefficient, it can be concluded that there is indirect effect between 

variables. 

 

3.  Results and Analysis 

3.1 Description of Research Variables 

Descriptive statistics in the present study are presented in the table as follows: 

 

 Table 1 

 

Statistics 

 
Profit NPL 

Total amount of MSMEs 

credit 

N Valid 30 30 30 

Missing 0 0 0 

Mean 8441547.67 1743931.63 28355509.50 

Std. Deviation 11883903.207 2071333.916 18583479.979 

Minimum 229088 119593 10825014 

Maximum 40817815 6805228 80320394 

Source: Data processed, 2018 

 

The descriptive statistics aims at providing information on the research variables characteristics, including 

minimum, maximum, mean, and standard deviation. Mean measurements are the most commonly used 

means of measuring the central value of the data distribution. Whereas, the standard deviation is the value 

difference of the data studied with the average value. Based on the above table it can be seen that the 

http://www.ojk.go.id/
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minimum value for MSMEs credit is distributed (X1) is 10825014 and its maximum value is 80320394. 

The mean for the amount of MSMEs credit channeled (X1) is 28355509.50, with standard deviation is 

18583479.979. For NPL variable (X2), the minimum value is 119593, and the maximum value is 6805228. 

Mean for NPL (X2) is 1743931.63, with default deviation is 0, 44978. For-profit variable (Y), the minimum 

value is 229088, and the maximum value is 40817815. The mean profit variable is 8441547.67, with the 

standard deviation is 11883903.207. 

 

3.2 Path Analysis 

a)  Effect of MSMEs credit to profit 

The following is the result of path analysis using SPSS are presented in the table as follows: 

 

Table 2 

Analysis of the effect of MSMEs and NPL credits on profit 

 

Model 

 

Standardized 

Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) -

3966580.281 
1776477.591  -2.233 .034 

Total amount of 

MSMEs credit  
.192 .065 .301 2.970 .006 

NPL amount of 

MSMEs credits  
3.988 .581 .695 6.867 .000 

Source: Data processed (2018) 

 

To see whether there is effect between the variable of credit amount discharged to earnings of the 

banking company that is included 15 biggest MSMEs credit bank in Indonesia hence conducted a 

comparison of t result arithmetic with the level of significance is 0,05. The first hypothesis test 

result (H1) Table 1 is obtained significance research value is 0.006 smaller than 0.05 then the first 

hypothesis (H1) accepted that means the MSMEs credit amount has a significant positive effect on 

the profit of the banking companies including 15 largest MSMEs credit banks in Indonesia. The 

greater bank's ability to disburse credit, the more interest income the bank receives from the loan. 

Therefore, the bank's ability at obtaining and increasing profits is increasing. With increasing NPL, 

the banking companies will lose the opportunity to earn revenues from loans, thus, affecting their 

profit. 

b)  Effect of MSMEs credit to Non-Performing Loan (NPL) 

The following is the result of path analysis using SPSS to know the effect of MSMEs credit to NPL is 

presented in the table below: 

 

Table 3 

Analysis of the effect of MSMEs credit on NPL 

 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) -96020.721 577721.498  -.166 .869 

MSMEs Credit 

amount  
.065 .017 .582 3.789 .001 

 

To know, whether there is an effect between the credit amount variable to NPL of banking 

companies that are included the 15 largest MSMEs credit distribution in Indonesia, then is 

conducted comparing t results arithmetic with a significance level is 0.05. The the second 

hypothesis test result (H2) is obtained the significant research value is 0.001 smaller than 0.05, then 
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the second hypothesis (H2) is accepted which means that MSMEs credit positively significant to 

NPL, the largest MSMEs credit in Indonesia. The banking companies disburse the higher credit 

amount, the credit risk faced by banks will be higher. The risk may be in the form of non-performing 

financing or non-current payments, or in banking terms known as Non-Performing Loan (NPL). 

Therefore, it can be concluded that the credit amount can affect to NPL. 

c)  Effect of Non-Performing Loan (NPL) on profit 

To know the effect of NPL variable to profit of the banking companies that is included the 15 biggest 

MSMEs credit banks in Indonesia, then comparing the t result arithmetic with significance level is 

0,05. The significance research value obtains the third hypothesis test result (H3) in Table 3 is 0.000 

smaller than 0.05, then the third hypothesis (H3) is accepted which means NPL significantly 

negatively affects the profit of the banking companies including the largest 15 banks MSMEs credit 

channel in Indonesia. The greater NPL will result in the loss of the bank due to the funds by the bank 

in the form of credit are not returned, or interest income is unacceptable and will ultimately affect 

the profits. The study results were by the research results by Dendawijaya (2005), Gelos (2006) in 

Buyung (2009) and Sari et al. (2012) stated that NPL affects the bank's profit. 

d)  Effect of MSMEs credit to profit indirectly through Non-Performing Loans (NPL) 

The path analysis result shows that MSMEs credit can directly effect to profit and can also have an 

indirect effect that is MSMEs credit that channeled can effect NPL as an intermediate variable then 

to profit variable. The direct magnitude effect of MSMEs credit channeled to profit is 0.301. The 

indirect magnitude effect is calculated by multiplying the indirect coefficient i.e., (0.582) x (0.695) = 

0, 404. Since the direct relation coefficient is (0.301) less than the indirect coefficient is 0.404). It 

can be concluded that there is an indirect effect of MSMEs credit channeled to NPL as an 

intermediate variable then to profit variable. It means that the greater credit amount by the banking 

hence the risk of loans problem or NPL higher and can affect the bank's profit from bank interest 

income. Hence, the fourth hypothesis (H4) in this research is acceptable, i.e., MSMEs credit affects 

profit indirectly through NPL in the banking companies which are among the 15 biggest MSMEs 

credit banks in Indonesia. 

 

4.  Conclusion 

Based on the results of research on the effect of MSMEs credit, Non-Performing Loan (NPL) to profit in the 

15 major banking companies, MSMEs channeling in Indonesia can be drawn some conclusion: 

a)  The first hypothesis test result (H1) is obtained the significant research value is 0.006 less than 0.05, 

then the first hypothesis (H1) is accepted which means the UMKN credit amount has a significant 

positive effect on the banking companies profit that is included the 15 largest MSMEs credit banks 

in Indonesia. 

b)  The second hypothesis test result (H2) is obtained the significant research value is 0.001 smaller 

than 0.05, then the second hypothesis (H2) is accepted which means that MSMEs credit has a 

positive effect significantly to NPL, the largest MSMEs credit bank in Indonesia. 

c)  The third hypothesis test result (H3) is obtained the significant research value is 0.000 smaller than 

0.05, then the third hypothesis (H3) is accepted which means NPL significantly negatively affects the 

banking companies profit that is included the largest 15 MSMEs credit banks channeling in 

Indonesia. 

d)  The path analysis results show that MSMEs credit can directly affect to profit and can also have an 

indirect effect that MSMEs credit can affect NPL as an intermediary variable and then to the profit 

variable. The direct coefficient value is (0,301) smaller than indirect coefficient (0,404). Therefore, it 

can be concluded that there is an indirect effect of MSMEs credit channeled to NPL as an 

intermediate variable then to profit variable. 

 

Research Implication  

Theoretically, the study results are expected to provide a deeper illustration and understanding of the 

effect of MSMEs credit and NPL to the banking company’s profit. It is as well as expected to be used as 

reference material for further research. 
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Practically, for Banking that is studied, it is expected to provide information on the effect of MSMEs 

credit, NPL to the bank profit. Therefore, it can be used as the basis for decision making related to MSMEs, 

NPL, and profit in banking. As well as a material review for the bank, to increase MSMEs credit provided 

the bank itself. It is important for banks considering the regulation of the bank credit distribution to 

MSMEs segment by the Government through Bank Indonesia's (BI) central bank which is then forwarded 

by the Financial Services Authority (OJK) in 2012. It has been gradually conducted with a portion of at least 

5% to the segment of MSMEs in 2015, at least 10% to MSMEs segment in 2016, at least 15% to MSMEs 

segment in 2017 and starting in 2018, the banks should provide a portion of at least 20% to MSMEs 

segment. There are sanctions for banks that do not distribute the portion of MSMEs credit that has been 

determined is the bank exposed disincentives reduction of the demand deposit services. The banks that 

can not meet the minimum requirements for MSMEs credit are also not entitled to incentives to loosen 

upper limit of Loan to Funding Ratio (LFR) ratio to 94% from 92%. 

 

Research Limitations 

This research has been conducted in accordance with scientific procedures, but has limitations included; 

a)  The independent variables studied in the study are still limited to the variable MSMEs credit 

distribution in KUR program, and NPL as well as the effect on profit as the dependent variable. Many 

other variables can also be studied the effect on profit in the banking companies in Indonesia that 

have not been researched and need to be conducted for further researchers. 

b)  There are the research samples selection conducted only on 15 banks in Indonesia the largest 

supplier of MSMEs credit in Indonesia as well as taken from 2016 and 2017 periods. 

 

Suggestions for Further Researcher 

For the next researcher is hoped to add another technique and tool analysis to know the effect on profit on 

the banking companies in Indonesia. In the subsequent research, the researcher can be on the whole 

banking company in different time periods. 
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