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ABSTRACT 

	This study determines the effect of CAR (Capital Adequacy Ratio), ROA (Return on Assets), LDR (Loan to Deposit Ratio), and firm size (SIZE) on the liquidity of Rural Banks (BPR). Furthermore, the study applies quantitatively. The data collection technique used was purposive sampling, in which the sample was based on the criteria given and was representative. In line with that, 27 BPRs in East Java province were chosen as samples. Moreover, the data were secondary in the form of financial reports that were published and accessed by the public through the official website of the Financial Service Authority (OJK) during 2022-2024. Additionally, the data analysis technique used was multiple linear regression with SPSS version 22. The result indicates that CAR and ROA have a positive and significant effect on liquidity. However, LDR and firm size (SIZE) has an insignificant effect on liquidity. Additionally, the result of the determination coefficient (R2) is 0.482 which shows that 48.2% of liquidity is affected by independent variables (CAR, ROA, LDR, and SIZE). For the rest, liquidity is affected by other variables or factors.
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1. INTRODUCTION 

The banking sector plays a crucial role as a financial intermediary in a country's economy, and Indonesia is no exception. Rural banks (BPR) are specifically designed to serve the micro, small, and medium enterprise (MSME) segment and communities in rural areas or local communities that often have limited access to conventional commercial banking services. The existence of BPRs not only supports financial inclusion but also drives the local economy through the distribution of small-scale productive credit and strengthens the local economic foundation by providing access to capital for small-scale productive businesses.

East Java Province, as one of the largest and most densely populated economic centers in Indonesia, has a dynamic economy with a strong manufacturing, trade, service, and agricultural base. This economic diversity and scale are supported by MSME activities, which are significant in number and contribution to the province's Gross Regional Domestic Product (GRDP). In this context, the existence of BPRs in East Java is vital. With a large number of BPRs spread across various regencies/cities, these institutions are strategic partners for MSME development and local community economic empowerment in East Java. Bank Indonesia Regulation Number 13/1/PBI/2011 stipulates a system for assessing the health of commercial banks, which includes assessing the risk and performance of banks individually and in consolidation. This assessment is carried out periodically and can be updated at any time as needed. In this study, the Capital Adequacy Ratio (CAR) is used to assess capital adequacy, the Loan to Deposit Ratio (LDR) is used to assess bank risk, Return on Assets (ROA) is used to assess profitability, and company size is used as a special characteristic. 

“The Loan to Deposit Ratio (LDR) plays an important role in measuring whether or not the bank's intermediary function is working, namely by providing loans in the form of credit distributed by the bank based on the total funds collected by the bank through services to customers” (Saraswati and Suryantini, 2017).

Return on Assets (ROA) is a profitability ratio that shows the ratio between pre-tax profit and total bank assets (Riyadi, 2006). ROA is often used as a measure of a company's success. Return on Assets (ROA) was chosen because this ratio shows the ability of a company's assets to generate net profit.

“CAR (Capital Adequacy Ratio) is an important measurement tool used in the banking industry to assess a bank's ability to bear losses and operational risks by comparing the bank's capital with its risk-weighted assets (ATMR). A high CAR ratio indicates that the bank has sufficient capital to absorb any losses that may arise, thus reflecting better financial health and stability. The Capital Adequacy Ratio (CAR) is a ratio that can be used to see a bank's ability to minimize the risk of loss by maintaining sufficient capital” (Almunawwaroh and Marliana, 2018). The selection of the CAR variable as the dependent variable is because CAR is the most important indicator according to Bank Indonesia in maintaining the health of banks.

Based on the background described above, the researcher is interested in conducting further research with the title "Determinants of Liquidity of Rural Banks in East Java for the Period 2022-2024." This study is expected to provide deeper insights and recommendations for improving the quality of financial management.


2. REVIEW OF Literature and hypothesis DEVELOPMENT

2.1 REVIEW OF LITERATURE

2.1.1 Bank Soundness Theory

The theory of bank health generally states that a healthy bank is one that is able to perform its functions normally, fulfill its obligations on time, and comply with regulations. The level of bank health is the financial condition and management of a bank as measured by ratios. The level of bank health is of interest to all related parties, namely bank owners and managers, the public who use banking services, and Bank Indonesia as the supervisor and regulator of banks in Indonesia (Sunarti, 2011).

2.1.2 Financial Intermediation Theory

Financial intermediation can be defined as the activity of channeling funds from parties with a surplus or depositors to parties with a deficit or investors through an institution called a financial intermediary. These financial intermediary institutions include savings and loan cooperatives, commercial banks, insurance companies, and investment companies (Khaldi and Hamdouni, 2011).

2.1.3 Anticipated Income Theory

The Anticipated Income Theory developed by H.V. Prochanow in 1944 states that banks should be able to provide long-term credit, where repayment takes the form of gradual, scheduled principal payments that are integrated with direct practices and collaboration.

2.1.4 Liquidity

Bank liquidity management plays a key role in maintaining stability and smooth operations. As a major financial service provider, banks must always be ready to meet the demand for funds from their customers (Murniarti, 2022).

2.1.5 Capital Adequacy Ratio (CAR)

The Capital Adequacy Ratio (CAR) is a ratio that shows a bank's ability to cover losses from risky assets. In other words, this ratio is the ratio between capital and risk-weighted assets (RWA) of the bank in accordance with government regulations, and is an indicator of the bank's health (Kasmir, 2012). The following formula can be used to calculate the CAR value:


2.1.6 Loan to Deposit Ratio (LDR)  

The Loan to Deposit Ratio (LDR) is a ratio used to express the extent to which banks utilize depositors' money or savings, which is then lent to customers (Pandia, 2012). The formula for calculating the Loan to Deposit Ratio (LDR) refers to PBI Policy No. 17/11/PBI/2015, which is:


2.1.7 Return on Assets (ROA)  

Return on Assets (ROA) is used to assess the extent to which investments made are able to provide the expected return on profit. ROA is measured by a company's ability to generate profits from all of its assets. The value of Return on Assets can be calculated using the following formula:


2.1.8 Firm Size
 
Company size is a scale used to classify companies as large or small based on various factors, such as total assets, physical size, stock market value, and others (Suwito and Herawaty, 2005). The following formula can be used to calculate the size of a bank:



2.2 HYPOTHESIS DEVELOPMENT

2.2.1 The Effect of Capital Adequacy on Liquidity

Capital in banking is a very important factor for business development and absorbing the risk of loss. According to Bank Indonesia Circular Letter No. 13/24/DPNP/2011, the provisions governing the Minimum Capital Requirement for Commercial Banks must be applied when calculating a bank's capital adequacy. A bank's risk profile must be considered when assessing its capital adequacy. The level of a bank's capital adequacy is described by CAR, or Capital Adequacy Ratio. CAR indicates the total risk of bank assets financed by equity. Banking credit capacity will increase with adequate and high capital.

The first previous study referenced in this study was conducted by Rufaidah et al. (2021). The results showed that the CAR variable had a positive and significant effect on liquidity. The second study was conducted by Angelita (2016). The results showed that the CAR variable has a positive and significant effect on liquidity, the company size variable has a positive and significant effect on liquidity, and the ROA variable has a negative and significant effect on liquidity. The third study was conducted by Hardy (2025). The results showed that the CAR (Capital Adequacy Ratio) variable has no significant effect on liquidity, and the ROA (Return on Asset) variable has a positive and significant effect on liquidity.

Based on the description and previous studies, the author formulates the following hypothesis:
H1: There is a positive effect between capital adequacy and liquidity.H1: The liquidity ratio has a positive effect on firm value.

2.2.2 The Effect of Profitability on Liquidity

ROA indicates a company's ability to generate profits from its assets, while liquidity indicates a company's ability to meet its short-term obligations. If a company has a good ability to pay its short-term obligations, it will have more flexibility in operating and investing to increase profits. This can help companies increase their ROA.

The first previous study referenced in this study was conducted by Tahu (2023), which showed that CAR (Capital Adequacy Ratio) did not have a significant effect on liquidity, while the ROA (Return on Asset) variable had a positive and significant effect on liquidity. The second study conducted by Sembiring (2023) shows that the ROA (Return On Asset) variable does not significantly affect liquidity. The third study conducted by Hardy (2025) shows that the CAR (Capital Adequacy Ratio) variable does not have a significant effect on liquidity, and the ROA (Return on Asset) variable has a positive and significant effect on liquidity.

Based on the description and previous studies, the author formulates the following hypothesis:
H2: There is a positive effect between profitability and liquidity

2.2.3 The Effect of Liquidity Risk on Liquidity

The Loan to Deposits Ratio has a close relationship with bank liquidity, because the higher the LDR, the lower the bank's liquidity. A high LDR indicates that banks may have liquidity problems because they rely on credit to meet their obligations, while a low LDR indicates that banks have better liquidity because they have more funds from customers.

Previous research referenced in this study, namely research conducted by Yerismal (2018), shows that the LDR variable has a positive and significant effect on liquidity, while CAR has a negative and insignificant effect on liquidity.

Based on the description and previous research, the author formulates the following hypothesis:
H3: There is a negative effect between Liquidity Risk and liquidity.

2.2.4 The Effect of Bank Size on Liquidity

Larger banks typically have more assets, which can be interpreted as more liquid assets (such as cash, deposits, and securities). In addition, large banks tend to have a wider network of relationships with investors and other financial institutions, allowing them to access capital markets and obtain funding more easily. This can improve a bank's ability to meet its short-term obligations, which is a good indicator of liquidity. However, the size of a large bank can also increase liquidity risk.

The first previous study referenced in this study, conducted by Rahayu et al. (2020), shows that the company size variable has no effect on company liquidity. The second study was conducted by Angelita (2016), and the results showed that the CAR variable has a positive and significant effect on liquidity, the company size variable has a positive and significant effect on liquidity, and the ROA variable has a negative and significant effect on liquidity. The third study conducted by Widyaningsih et al. (2024) shows that the Capital Adequacy Ratio (CAR) variable has no effect on bank liquidity, the Third-Party Funds (DPK) variable has no effect on liquidity, and the variable has a positive effect on liquidity.

Based on the description and previous studies, the author formulates the following hypothesis:
H4: There is a positive effect between bank size and liquidity.


3. RESEARCH METHODS

In this study, the author uses a quantitative research method. The population in this study is Rural Banks (BPR) in East Java Province that are registered and supervised by the Financial Services Authority (OJK) for the period 2022-2024. The sampling technique used in this study is purposive sampling. The sample used in this study consisted of 27 Rural Banks in East Java Province. Secondary data was obtained from financial reports published and accessed by the public through the official website of the Financial Services Authority (OJK) during the period 2022–2024. The sample was selected using purposive sampling, resulting in 27 companies and a total of 81 observations that met the following sampling criteria: 

Table 1. Sample Selection Process

	Research Sample Data
	Total

	People's Economy Banks in the East Java region that are registered and supervised by the East Java Province Financial Services Authority (OJK)
	27

	Less:
1. Rural Banks that did not publish complete financial reports for the period 2022–2024
2. BPR with a minimum capital of less than 30B for the period 2022–2024
	
(31)

(220)

	Number of sample companies
	27

	Observation period 2022 - 2024
	3

	Total observations analyzed
	81


Source: Processed by the authors, (2025)

In this study, multiple regression analysis was used to examine the effect of CAR, ROA, LDR, and company size on liquidity. Hypothesis testing in this study involves classical assumption tests, model Goodness of Fit (F-test), coefficient of determination test (R²), and t-test. The data analysis technique used was multiple linear regression with SPSS version 22.


4. results and discussion

4.1 RESULTS

4.1.1 Descriptive Statistics

Descriptive statistical testing aims to provide an overview or description of the data based on the minimum value, maximum value, mean (average) value, and standard deviation of each research variable, including the CAR, ROA, LDR, SIZE, and Lik variables, as follows:

Table 2. Descriptive Statistics

	Variable
	N
	Min
	Max
	Mean
	Std. Dev

	car_x1
	81
	4.77
	167.27
	46.8738
	33.70845

	ROA_X2
	81
	.30
	19.07
	3.7957
	3.02012

	ldr_x3
	81
	32.79
	335.48
	99.9680
	45.43277

	size_x4
	81
	16.17
	21.96
	18.8731
	1.23525

	lik_y
	81
	6.99
	131.97
	27.3021
	18.84869


        Source: Authors’ calculation using SPSS 22, (2025)

The lowest CAR (minimum) was 4.77%, held by PT BPR Puri Artha Pacitan in 2023, while the highest CAR (maximum) was 167.27%, held by PT BPR Gunung Arjuno in 2023. This shows that in 2023, PT BPR Puri Artha Pacitan was unable to manage its capital adequacy to support risk-bearing assets, while in 2023, PT BPR Gunung Arjuno was able to manage its capital adequacy to exceed the minimum CAR standard set by Bank Indonesia, which is 15%. Meanwhile, the mean value of the CAR variable was 46.8738 with a standard deviation of 33.70845.

The lowest ROA of 0.30% was recorded by PT BPR Armindo Kencana in 2023, while the highest ROA of 19.07% was recorded by PT BPR Manuk Ayu in 2024. This indicates that in 2023, PT BPR Armindo Kencana was unable to achieve a positive return on assets overall, while in 2024, PT BPR Manuk Ayu was able to achieve a positive return on assets overall in accordance with Bank Indonesia's regulation regarding the ROA value, which is a minimum of 1.5%. Meanwhile, the mean value of the ROA variable is 3.7957 with a standard deviation of 3.02012.

The lowest LDR, which was 32.79%, was held by PT BPR Gunung Arjuno in 2022, while the highest LDR, which was 335.48%, was held by PD. BPR Bank Daerah Bojonegoro in 2023. This shows that in 2022, PT BPR Gunung Arjuno was able to repay customer withdrawals by
relying on the loans it had provided, while in 2023, PD. BPR Bank Daerah Bojonegoro was unable to repay customer withdrawals by relying on the loans it had provided. Meanwhile, the mean value of the LDR variable is 99.9680 with a standard deviation of 45.43277.

The lowest company size is 16.17%, owned by PT BPR Putera Dana in 2024, while the highest company size is 21.96%, owned by PT BPR Jawa Timur (Perseroda) in 2024. Meanwhile, the mean (average) value of the company size variable is 18.8731 with a standard deviation of 1.23525.

The lowest liquidity is 6.99%, owned by PT BPR Jawa Timur (Perseroda) in 2024, while the highest liquidity is 131.97%, owned by PT BPR Manuk Ayu in 2024. Meanwhile, the mean (average) value of the liquidity variable is 27.3021 with a standard deviation of 18.84869.

4.1.2 Classical Assumption Test

The	classical	assumption	test	includes	normality	test, multicollinearity	test, heteroscedasticity test, and autocorrelation test. Based on the classical assumption test calculations performed by the researcher using SPSS 22, the results are as follows:

Table 3. One-Sample Kolmogorov-Smirnov Test

	
	
	Unstandardized Residual

	N
	Asymp.. Sig. (2-tailed)
	.200

	Normal Parameters a,b
	Mean
	. 0000000

	
	Standard Deviation
	13.57104740

	Most Extreme Differences
	Absolute
	. 093

	
	Positive
	.093

	
	Negative
	-.077

	Test Statistic
	
	.093

	Asymp. Sig. (2-tailed)
	
	.078


Source: Authors’ calculation using SPSS 22, (2025)

Based on the test results in the table above, the One-Sample Kolmogorov Smirnov normality test produced a result of 0.078 with Asymp. Sig (2-tailed). It can be concluded that the data is normally distributed because it has a significant level of 0.078 > 0.05.

4.1.2.2 Multicollinearity Test

The multicollinearity test was conducted to determine whether there was a relationship or similarity between independent variables in a regression model.

Table 4. Multicollinearity Test

	Variable
	Tolerance
	VIF

	car_x1
	.866
	1.155

	ROA_x2
	.814
	1.229

	ldr_x3
	.821
	1.218

	size_x4
	.865
	1.156


Source: Authors’ calculation using SPSS 22, (2025)

Based on the table above, it can be seen that both values of each variable are in accordance
with the tolerance value of 0.1 and the VIF value is < 10. Therefore, it can be concluded that
there is no multicollinearity.

4.1.2.3 Multicollinearity Test

The heteroscedasticity test is conducted to determine whether there are differences in residual variation between observations in the regression model.
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Figure 1. Scatterplot
Source: Authors’ calculation using SPSS 22, (2025)

The analysis results show that the distribution of points does not form a specific pattern and is scattered above and below the value of 0 on the Y-axis. Thus, it can be concluded that the regression model in this study does not indicate any symptoms of heteroscedasticity. 

4.1.2.4 Autocorrelation Test

An autocorrelation test was conducted to determine whether there was a relationship or correlation between the disturbance variables in a given period and the previous period. Autocorrelation was detected using the Durbin-Watson (DW) test.

Table 5  . Autocorrelation Test

	R Square
	Adj. R Square
	Std. Error of
the Estimate
	Durbin Watson

	.482
	.454
	13.92360
	1.385


Source: Authors’ calculation using SPSS 22, (2025)

Based on Table 5 above, it can be analyzed that a Durbin Watson value of 1.385 was obtained, which indicates that the value obtained is between -2 and +2 (-2 < 1.385 < 2), meaning that the regression model shows no autocorrelation.

4.1.2 Multiple Linear Regression

Multiple linear regression analysis aims to determine whether there is an influence between Capital Adequacy, Profitability, Liquidity Risk, and Company Size on Liquidity at Rural Banks in East Java Province that are registered and supervised by the OJK during the 2022-2024 period.

Table 6. Multiple Linear Regression

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	B
	
	

	1
	(Constant)
	27.586
	25.649
	
	1.076
	.286

	
	car_x1
	.131
	.050
	.235
	2.650
	.010

	
	ROA_X2
	3.205
	.571
	.513
	5.609
	.000

	
	ldr_x3
	.052
	.038
	.125
	1.373
	.174

	
	size_x4
	-1.261
	1.355
	-.083
	-.931
	.355


Source: Authors’ calculation using SPSS 22, (2025)

Based on the test results table above, it can be seen that the test results in the multiple linear regression equation model are as follows:

…………………………………… (1)
 …………….. (2)

Based on the results of the multiple linear regression analysis above, it can be explained as follows:
1. The constant value of 27.586 means that the independent variables in this study, namely CAR, ROA, LDR, and company size, are considered to have a value of zero, so the value of this dependent variable is 27.586.
2. Capital Adequacy Ratio (CAR) has a regression coefficient value of 0.131, which means that there is a positive relationship between the CAR variable and the Liquidity variable, meaning that every 1% increase in Capital Adequacy Ratio (CAR) will increase liquidity by 0.131.
3. Return On Assets (ROA) has a regression coefficient value of 3.205, which means that there is a positive relationship between the ROA variable and the Liquidity variable, meaning that every 1% increase in ROA will increase liquidity by 3.205.
4. The Loan to Deposit Ratio (LDR) has a regression coefficient value of 0.052, which means that there is a positive relationship between the LDR variable and the Liquidity variable, meaning that every 1% increase in LDR will increase liquidity by 0.052.
5. Company Size has a regression coefficient value of -1.261, which means that there is a negative relationship between the LDR variable and the Liquidity variable, meaning that every 1% increase in company size will decrease liquidity by 1.261, assuming that other variables remain constant.

4.1.3 Hypothesis Testing

4.1.3.1 Goodness of Fit (F-Test)

The Goodness of Fit model in this study aims to assess and measure the accuracy level of the sample regression function in predicting actual values statistically.
Table 7. Goodness of Fit (F-Test)

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	Regression
	13687.972
	4
	3421.993
	17.651
	.000

	Residual
	14733.866
	76
	193.867
	
	

	Total
	28421.839
	80
	
	
	


Source: Authors’ calculation using SPSS 22, (2025)

The F-test results have a significance value of 0.000 < 0.05, which means that together the independent variables CAR, ROA, LDR, and company size have a significant and fit on the dependent variable of liquidity.

4.1.3.2 Coefficient of Determination Test (R²)

The coefficient of determination (R²) test is used to measure the extent to which the dependent variable can be explained by the independent variable. The R² value ranges from 0 to 1, where the closer it is to 1, the better the explanatory power of the model.

Table 8. Coefficient of DeterminationTest (R2 Test)

	Model
	R
	R Square
	Adj. R Square
	Std. Error of the Estimate

	1
	.694a
	.482
	.454
	13.92360



The adjusted R2 value in the current study is 0.482 or 48.2%. Thus, it can be seen that the dependent variable, namely the liquidity of Rural Banks registered with the East Java Provincial Financial Services Authority for the period 2022-2024, is influenced by 48.2% by the independent variables in this study, namely CAR (Capital Adequacy Ratio), ROA (Return
on Asset), LDR (Loan to Deposit Ratio), and company size, while the remaining (100 - 48.2), or 51.8%, is explained by other factors outside the regression model in the current study.

4.1.3.3 Hypothesis Test (t-Test)

The t-test is used to determine whether each independent variable individually has an effect on the dependent variable. The significance of the t-test is assessed at the 5% significance level.

Table 9. Hypothesis Test (t-Test)

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	B
	
	

	
	(Constant)
	27.586
	25.649
	
	
	1.076

	
	car_x1
	.131
	.050
	
	.235
	2,650

	
	ROA_X2
	3,205
	.571
	
	.513
	5,609

	
	ldr_x3
	.052
	.038
	
	.125
	1.373

	
	size_x4
	-1,261
	1.355
	
	-.083
	-.931



Based on Table 9, the CAR significance value is 0.010 < 0.05 with a positive coefficient of 0.131, so H1 is accepted. The same result is also obtained by ROA with a significance value of 0.000 < 0.05 with a positive coefficient of 3.205, so H2 is accepted. However, the significance value of LDR is 0.174 > 0.05 with a positive coefficient of 0.052, so H3 is rejected. Similarly, the SIZE variable shows a significance value of 0.355 > 0.05 with a negative coefficient of -1.261, so H4 is rejected.

4.2 DISCUSSION

4.2.1 The Effect of Capital Adequacy on Liquidity

[bookmark: _GoBack]Based on the results of the t-test, it can be seen that the Capital Adequacy Ratio variable has a coefficient of 2.650 with a significance value of 0.010, which means that there is a positive effect on liquidity at the East Java Provincial People's Economy Bank during the 2022-2024 period. The results of this study are similar to those of Rufaidah et al. ( 2021) on     will also decrease. The results of this study are very relevant and in line with the main principles of Bank Health Theory, which emphasizes the importance of strong capital as the foundation for the stability and sustainability of a financial institution's operations. The Capital Adequacy Ratio, as an indicator of banking health, reflects a bank's ability to absorb unexpected losses. On the other hand, liquidity refers to a bank's ability to meet its short-term obligations. The interaction between CAR and liquidity is a crucial aspect of banking risk management and the stability of the financial system as a whole.

4.2.2 The Effect of Profitability on Liquidity

Based on the results of the t-test, it can be seen that the Return On Asset variable has a regression coefficient of 5.609 with a significance value of 0.000, which means that there is a positive effect on liquidity at the East Java Provincial People's Economy Bank during the 2022-2024 period. The results of this study are similar to those of Hardy (2025) in his study entitled "Analysis of the Effect of ROA, CAR, and NPL on the Liquidity of BRI for the Period 2019-2023". Similarly, research conducted by Tahu et al. (2023) on "The Effect of Capital Ratio, Credit Risk, and Profitability on Liquidity in Commercial Banks Listed on the Indonesia Stock Exchange".

If ROA increases, the bank's liquidity will also increase, and vice versa, if ROA decreases, liquidity will also decrease. The results of this study are in line with the hypothesis and health theory, where high ROA tends to have better liquidity due to their ability to generate profits from their assets. The financial health of a bank is highly dependent on its ability to generate profits. Profitability is a reflection of effective management and business strategy. This trust is crucial for liquidity. Customers will feel safer and more confident to deposit their funds in a healthy and profitable bank, thereby reducing the risk of mass withdrawals that can drastically deplete liquidity.

4.2.3 The Effect of Liquidity Risk on Liquidity

Based on the t-test results, it can be seen that the Load to Deposit Ratio variable with a regression coefficient of 1.373 and a significance value of 0.174 has no effect on liquidity at the East Java Provincial People's Economic Bank during the 2022-2024 period. The results of this study are consistent with those of Yerismal (2018) in his study titled "Analysis of the influence of LDR, NPL, and CAR on liquidity risk at Rural Credit Banks (BPR) in West Sumatra."

This study implies that a singular focus on LDR may no longer fully represent the complexity of bank liquidity management in an evolving financial landscape, where the role of financial intermediation goes beyond simply channeling funds from depositors to borrowers. This also reinforces the Anticipated Income Theory, which argues that what matters most is not the proportion of deposits that are lent out (LDR), but rather the certainty and stability of loan repayments. When banks successfully align loan maturity schedules with projected liabilities and fund withdrawals, they can maintain optimal liquidity, regardless of the LDR. The Anticipated Income Theory emphasizes the ability of banks to plan and rely on consistent cash inflows from loans, which may be more important than simply looking at static ratios such as the LDR

4.2.4 The Effect of Company Size on Liquidity

Based on the t-test results, it can be seen that for the company size variable, with a regression coefficient of -0.931 and a significance value of 0.355, it can be concluded that company size does not have a significant effect on liquidity at the East Java Provincial Rural Bank during the 2022-2024 period. The results of this study are similar to those of Rahayu et al. (2020) on "The Effect of Capital Adequacy, Credit Risk, Profitability, and Bank Size on Liquidity (A Study of Banking Companies Listed on the Indonesia Stock Exchange from 2013 to 2018)."

The size of the company does not have a significant effect on liquidity, indicating that a bank's ability to maintain its liquidity is more determined by the quality of internal management, the effectiveness of risk management strategies, and compliance with regulations, rather than simply the size of its assets. This is in line with the essence of Bank Health Theory, which emphasizes the importance of qualitative (management) and quantitative (asset quality, capitalization, and profitability) factors that are well managed, regardless of the scale of the bank's operations. A healthy bank is one that is efficient in managing its risks, not merely a large bank.


4. Conclusion

The purpose of this study is to examine the effect of capital adequacy, profitability, and liquidity risk on banking liquidity. The observation period for this study was three years, from 2022 to 2024. The type of data collection in this study was secondary data obtained by collecting company annual reports and financial statements through the Financial Services Authority (OJK). Based on the results of the study conducted by the researcher, the following conclusions can be drawn:
1. The capital adequacy ratio (CAR) variable has a positive effect on liquidity. Banks with high CAR tend to have better liquidity due to their ability to absorb risk and meet financial obligations. A strong CAR creates a foundation of stability that supports liquidity, while adequate liquidity provides operational flexibility that helps maintain and even improve CAR. In banking health theory, both are fundamental pillars that must be kept in balance to ensure the survival and sustainability of banks, as well as the stability of the financial system as a whole.
2. The profitability variable (ROA) has a positive effect on liquidity. If ROA increases, he bank's liquidity will also increase, and vice versa, if ROA decreases, liquidity will also decrease. High ROA tends to have better liquidity due to their ability to generate profits from their assets. Good profitability management is key to ensuring that banks can maintain healthy liquidity, which is essential for their operational continuity and contribution to the stability of the financial system. The financial health of a bank is highly dependent on its ability to generate profits.
3. Liquidity risk variables have no effect on liquidity. This also reinforces the Anticipated Income Theory, which argues that what matters most is not the size of the portion of deposits that are lent out (LDR), but rather the certainty and stability of loan repayments. It can be indicated that banks have now developed more appropriate mechanisms for managing liquidity risk. Banks no longer rely solely on the DPK to credit ratio as the sole indicator of liquidity. Instead, efficiency in asset-liability management, access to diverse financial markets, credit portfolio quality, and product innovation have become dominant factors in maintaining liquidity.
4. Company size does not affect liquidity. A larger company size does not significantly increase or decrease a company's ability to meet its short-term obligations. Regardless of size, banks with solid management in managing liquidity risk will be able to maintain their liquidity position. Even small banks, if they have prudent Asset-Liability Management (ALM) policies, good funding sources, and effective cash flow management, can have more stable liquidity than large banks with poor management. This shows that the effectiveness of governance and liquidity risk management is far more dominant than the size of the bank. 

These findings enrich the theoretical perspective on bank liquidity management by highlighting that profitability and capital adequacy play more critical roles than institutional size in determining the liquidity position of Rural Banks (BPR). This supports the view that internal performance indicators provide stronger explanatory power in liquidity theories than structural characteristics such as bank size. Practically, the results emphasize that BPR managers should prioritize strengthening profitability and maintaining adequate capital buffers rather than relying solely on expansion of bank size as a strategy to ensure liquidity stability. This underlines the importance of efficient asset management and prudent capital policies in sustaining liquidity resilience.

The results of this study indicate several limitations that need to be considered, so that they can be used as an evaluative reference for future researchers who will conduct studies with a similar focus or direction. An adjusted R2 value of 48.2% was obtained, where the dependent variable was influenced by CAR, ROA, LDR, and company size, while the remaining 51.8% was explained by other factors not included in the current study. It may be considered to include factors other than the independent variables in this study.

Based on the results of this study, it is recommended that future studies use a more diverse range of research subjects, add other financial ratios as research variables, and extend the research period in order to obtain better, more varied, and more accurate results. In addition, the banking sector should pay attention to ROA so that companies can measure the extent to which banks are able to manage assets to generate profits. Investors should pay attention to the bank's liquidity ratio over several periods and choose banks with good reputations when making investments.
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