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THE EFFECT OF WORKING CAPITAL TURNOVER, LIQUIDITY, LEVERAGE
TO PROFITABILITY: FOOD & BEVERAGE COMPANIES LISTED
IN INDONESIA STOCK EXCHANGE

BILIMB OBOPOTHOCTI OBOPOTHOI'O KAIIITAJIY, JIKBIJTHOCTI,
JIEBEPUJI)KY HA TIPUBYTKOBICTh: KOMITAHII XAPYOBOI
IMPOMMCJIOBOCTI, IO KOTUPYIOThCS HA THJIOHE3IMCHKIM
®OHJIOBIN BIPXKI

Enoo Bapoka, Enoa Hogisumi Cimopanexip, Pacinma Pia I'inmine,
Tanymbane  Xymaeanyne.  Bnaus — obopommocmi — obopomnozo — kanimary,
JiK6IOHOCMI, Nesepuddcy Ha npubymkosicms: Komnanii xapuosoi npomuciosocmi,
wo komupylomscs na Indouesiticokiil  ¢onoositi bipyci. Haykoso-memoouuna
cmammai.

1I[00 BHMIpSTH, HACKUIBKM YCHIIIHOK € KOMIAHiI B OTPMMAaHHI HOPMHU
npubyTKy, HeoOXinHO npoBoAuTH (iHAHCOBHMIA aHAI3 3a JOMOMOro KoedilieHTiB
penrabenbHocTi. lle ROCTIMKEHHS Mae Ha MeTi BHBYHTH BIUIMB OOOPOTHOCTI
000pOTHOrO KamiTany, JiKBIZHOCTI Ta JICBEPHIKY Ha HpuOyTKOBicTb. O6'ekTOM
JIOCTI/KEHHST € KOMITaHii Xap4oBOi POMHCIOBOCTI, aKIlii SIKMX KOTHPYIOTBCS Ha
Innonesiticekiit donmopiit Gipsxi (IDX) 3a mepioa 2013-2018 pp. Bubipka cxmana
15 xommaniif. JIns BH3HAueHHS KiTBKOCTI BHOIPOK BHUKOPHCTOBYBABCS METOJ
LiNeCHpsAMOBAHOI BUOIPKH, TAKMM YMHOM, OyJ0 OTpuMaHO BUGipKy 3 10 xomnaHiit
Xap4oBoi mpomucioBocTi. IlepeBipka rimore3 3xilicHeHa 3a JOMOMOIOI METOZIB
MHOJKHHHOTO JHIHHOrO perpeciiiHoro anamisy. Merton mnepeBipku rimores
BHKOPHCTOBY€e piBeHp 3HauymocTi 5%. Ha oCHOBI pe3ynbTaTiB TecTyBaHHsA Ta
00OroBOpeHHs, sike OyJ0 BHCYHYTO JOCIiIHHKAaMH, OOOPOTHICTH 00OPOTHOTO
Kamitamy, JIKBiHICT Ta JIEBEpHDK BIUIMBAIOTh Ha INpPHOYTKOBICTh KOMIaHii
XapyuoBOi NPOMHCIIOBOCTI, aKIlii SKMX KOTHPYIOThCS Ha IHmoHesiiichkii poHIoBii
6ip>xi, 3a mepiox 2013-2018 poxis.

Kniouosi cro6a: 060pOTHICTE 000POTHOTO KamiTally, JKBiIHICTb, ICBEPHIK,
peHTabenbHiCTh
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Scientific and methodical article.

To measure how much success the company has in obtaining a rate of return
on profit, it is necessary to conduct financial analysis with profitability ratios. This
study aims to examine the effect of working capital turnover, liquidity, and
leverage on profitability. This research is focused on Food & Beverage companies
listed on the Indonesia Stock Exchange (IDX) for the period 2013-2018 with a
population of 15 companies. Determination of the number of samples using
purposive sampling method, so that a sample of 10 food & beverage companies
was obtained. Hypothesis testing is done with multiple linear regression analysis
techniques. The hypothesis testing method uses a significance level of 5%. Based
on the test results and discussion that has been put forward by researchers Working
Capital Turnover, Liquidity, and Leverage affect Profitability in Food & Beverage
Companies listed on the Indonesia Stock Exchange for the 2013-2018 period.
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very business wants to make the most money

possible. The company may continue to

exist, develop, and give its owners profitable

returns by turning the greatest profit feasible.
By using profitability measures in financial analysis,
it is possible to assess if the company has been
successful in generating a high rate of return on its
investments.

The business will be able to finance its operational
activities if it has enough working capital. The
presence of unproductive cash is indicated if the
working capital is large. Lack of working capital, on
the other hand, will also result in losses for the
business because it takes away the chance to turn a
profit. Therefore, it is important to examine the
turnover of working capital in order to prevent an
excess or lack of working capital. The amount of time
needed for a working capital unit to rotate is measured
by working capital turnover.

Analysis of recent researches and publications

The working capital turnover will be higher and
the company will be more efficient, which in turn will
boost profitability, the shorter the working capital
turnover  period, the faster the turnover.
Meidiyustiani’s [7] research demonstrates that wor-
king capital has no impact on profitability. Mualifah
et al. [8], who claimed that working capital had an
impact on profitability, presented contrasting findings.
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Companies must balance issues affecting
profitability and liquidity while deciding on an
effective working capital policy. The degree of
liquidity will probably be maintained if the company
decides to set aside huge amounts of working capital,
but the likelihood of realizing sizable profits will
decline. On the other hand, it can have an impact on
the company's liquidity level if it wishes to maximize
profits. The corporation will be in a stronger position
in the perspective of creditors the higher its liquidity.
This increases the likelihood that the business will be
able to meet its financial obligations on time.
However, excessive liquidity is also unprofitable
because it presents the possibility of creating idle
funds that may be used to fund initiatives that would
be advantageous to the business. Sustia and Tohir [9]
found that liquidity affects profitability. While
research by Trisnasuci, at all [10] found that liquidity
has no effect on profitability.

According to Sartono [1], Leverage is fulfillment
of company needs by using assets and sources of
funds that have fixed costs and fixed expenses.
Brigham at al [4] suggested that the greater use of
leverage in financing will affect profitability since the
larger the amount of debt used to buy assets will mean
that the company will have to pay higher loan interest,
reducing the amount of profit that can be made.
Kurniawati and Apollo [6] found that leverage has a
large impact on profitability. Sustia and Tohir's [9]
research, revealed that leverage has no impact on
profitability.

Because it plays a crucial part in the Indonesian
industry, the food and beverage company was the one
the researcher selected. This sub-sector managed to
endure and was not seriously impacted by the world
financial crisis.

Based on the description above, the author intends
to conduct research with the title "The Effect of
Working Capital Turnover, Liquidity, and Leverage
to Profitability in food and beverage companies listed
in Indonesia Stock Exchange Period 2013-2018".

The main part

Profitability is the company's ability to generate
profits by using existing resources, namely sales, total
assets, and its own capital. In this study, return on
assets (ROA) is used as a proxy for profitability
because the return on assets explains the company's
ability to earn profits by using its assets. The formula
is as follows:

Earning After Tax

ROA (Return On Assets)= Total Assots

€]

Working capital is the capital contained in the
company, such as cash, banks, securities, receivables,
inventories, and other current assets that are used for
the company’s operations so that the company’s
ultimate goal, which is to generate profits, can be
achieved. Working capital turnover is one of the ratios
used to measure the effectiveness of a company’s
working capital over a certain period. The formula is
as follows:

Working capital turnover =

Sales

)

" Current Assets-Current Liabilities

Liquidity is the company’s ability to meet
financial obligations that must be paid off on time. To
measure liquidity, the researcher uses the current
ratio. The current ratio is the best indicator to measure
the extent to which short-term debt has been repaid by
its assets. The current ratio includes all components of
current assets and all components of current
liabilities, regardless of their level of liquidity. The
formula is as follows:

Current Assets

Current Ratio=

®)

Current Liabilities

Leverage is the ability of the corporation to use
assets or money obtained from loans that come with
fixed expenses, such as interest and depreciation
costs, to increase the company's profitability. The
company's goal is to adopt a leverage policy, namely
in order to increase and maximize the wealth of the
company's owner. The formula is as follows:

DER (Debt to Equity Ratio) =
Total Liabilities

_ (4)
Total Shareholder's Equity '

RESULT. In this study, the data analysis model
used: a. Multiple linear regression (table 1).

Table 1. Model Summary

Model R R Square Adjusted R Square Std.EEr_ror of the
stimate
1 .784 .614 .593 4.48271

a. Predictors: (Contant),

Source: the authors’ own elaboration

From the table above, it shows that the DW value
obtained is 1.968. The way to test the autocorrelation
test is du < dw < 4-du. The dl and du values in this
study with the number of independent variables (k) =
3, for a sample (n) of 60 observations is dl of 1.4797

and du of 1.6889. Then the measurement results are
1.6889 < 1.968 < (4 -1.6889) i.e.: 1.6889 < 1.968 <
2.3111 so it can be concluded that there is no positive
or negative autocorrelation with the decision not to be
rejected (table 2).
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Table 2. Coefficients

Model Unstandardized Coefficient Standardized Coefficients
B Std. Error Beta
(Constant) 2.707 3.295
1 Working Capital .355 157 195
Liquidity 2.161 443 519
Leverage -3.952 1.515 -.269

a. Dependent Variabel: PROFITABILITY
Source: the authors’ own elaboration

Based on the table above, the multiple linear
regression equation can be obtained as follows:
Profitability = 2.707 + 0.355 working capital turnover
+ 2.161 liquidity - 3.952 leverage. The interpretation
results are as follows:

a. The value of a (constant) of 2.707 means that if
the variable working capital turnover X1, liquidity
X2, leverage X3, is considered constant with the
assumption that other factors are considered zero,
then the company's profitability is 2.707.

b. The regression coefficient of working capital
turnover (X1) of 0.355 indicates that if each increase
in working capital turnover is one standard deviation,
it will be followed by an increase in profitability of

0.355 assuming all other independent variables are
considered zero. In other words, the higher the
working capital turnover, the higher the profitability.

c. The liquidity regression coefficient (X2) of
2.161 indicates that if each increase in liquidity is one
standard deviation, an increase in profitability of
2.161 will follow, assuming all other independent
variables are considered zero. In other words, the
higher the liquidity, the higher the profitability.

d. The leverage regression coefficient of -3.952
indicates that if each increase in leverage is one
standard deviation, it will be followed by a decrease
in profitability of -3.952, assuming all other
independent variables are considered (table 3).

Table 3. Coefficients

Model Unstandardized Coefficient Standardized Coefficients T Sig

B Std. Error Beta )

(Constant) 2.707 3.295 -.821 415
1 Working Capital .355 .157 195 2.255 0.028
Liquidity 2.161 443 519 4.879 .000
Leverage -3.952 1.515 -.269 -2.609 0.012

a. Dependent Variabel: PROFITABILITY
Source: the authors’ own elaboration

The working capital turnover variable has a
partially positive t value of 2.255, while the t table
value (df) = n-k-1 = 60-3-1 = 56 is 2.00324; then t
count >t table with a significance value of 0.028 0.05,
the results show that partially working capital
turnover has a positive and significant effect on
profitability in food and beverage companies listed on
the IDX from 2013 to 2018. So, H- is accepted.

This is in line with Mualifah et al that working
capital had an impact on profitability.

The liquidity variable has a partially positive t-
count value of 4.879, while the t-table value (df) = n-
k-1 = 60-3-1 = 56 is 2.00324; then t-count > t-table
with a significance value of 0.000 0.05, the results
show that partially liquidity has a positive and
significant effect on profitability in food and beverage
companies listed on the IDX in 2013-2018. So, Hs is
accepted. This line in Sustia and Tohir that liquidity
had an impact on profitability.

The leverage variable partially has a negative t-
count value of -2.609, while the t-table value (df) = n-
k-1 = 60-3-1 = 56 is 2.00324; then t-count > t-table
with a significance value of 0.012 0.05, the results
show that partially leverage has a negative and
significant effect on profitability in food and beverage
companies listed on the IDX from 2013 to 2018. So,

Ha is accepted. This line is Kurniawati and Apollo
that leverage had an impact on profitability.

Determination Coefficient (R?).

The coefficient of determination (R?) essentiall
measures how far the model's ability to explain the
variation in the dependent variable.

The results of the coefficient of determination test
obtained from the Adjusted R Square of 0.593 or
equal to 59.3%. This means that 59.3% of profitability
can be explained by variations in the three
independent variables, namely working capital
turnover, liquidity, leverage. While the remaining
40.7% is explained by other variables not explained in
this study.

The test results for the coefficient of determination
were obtained from the adjusted R square of 0.593, or
59.3%. This means 59.3% profitability, which can be
explained by variations in the three independent
variables, namely working capital turnover, liquidity,
and leverage. while the remaining 40.7% is explained
by other variables not explained in this research.

Simultaneous Significance Test (Statistical Test F).

F test is used to show whether all the independent
variables included in the model have a joint effect on
the dependent variable (table 4).
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Table 4. ANOVA?

Model Sum of Squares Df Mean Square F Sig
Regression 1.791 3 .597 29.706 .000°
1 Residual 1.125 56 .002
Total 2.916 59

a. Dependent Variable: PROFITABILITY

b. Predictors: (Constant), LEVERAGE, WORKING CAPITAL, TURNOVER, LIQUIDITY

Source: the authors’ own elaboration

Based on the research results can be seen Fhiwng >
Fupe (29.706 > 2.76) and the significance level is
smaller than 0.05 (0.00 < 0.05). So, H; is accepted
that the independent variables of working capital
turnover, liquidity, and leverage all have a significant
effect on profitability. This is in line with Kurniawati
& Apollo's research, which states that working capital

turnover, liquidity, and leverage have an effect on
profitability.

Partial Hypothesis Testing (t test).

Partial test (t test) aims to test how far the
influence of independent variables individually affects
the dependent variable (table 5).

Table 5. Coefficients

Model Unstandardized Coefficient Standardized Coefficients T Sig

B Std. Error Beta )

(Constant) -2.707 3.295 -.821 415
1 Working Capital .355 .157 195 2.255 0.028
Liquidity 2.161 443 519 4.879 .000
Leverage -3.952 1.515 -.269 -2.609 0.012

a. Dependent Variabel: PROFITABILITY
Source: the authors’ own elaboration

Table 5 shows the partial hypothesis test results,
as for the explanation:

a. The working capital turnover variable partially
has a t value of 2.255 with a positive sign while the t
table value, namely (df) = n-k-1 = 60-3-1 = 56 is
2.00324; then t count> t table with a significance
value of 0.028 <0.05, then the results show that
partially working capital turnover has a positive and
significant effect on profitability in food & beverage
companies listed on the IDX in 2013-2018.

b. The liquidity variable partially has a t value of
4.879 with a positive sign while the t table value,
namely (df) = n-k-1 = 60-3-1 = 56 is 2.00324; then t
count> t table with a significance value of 0.000
<0.05, then the results show that partially liquidity has
a positive and significant effect on profitability in
food & beverage companies listed on the IDX in
2013-2018.

c. The leverage variable partially has a t value of -
2.609 with a negative sign while the t table value,
namely (df) = n-k-1 = 60-3-1 = 56 is 2.00324; then t
count> t table with a significance value of 0.012 <
0.05, then the results show that partially leverage has
a negative and significant effect on profitability in
food & beverage companies listed on the IDX in
2013-2018.

Conclusions

1. The Effect of Working Capital Turnover to
Profitability.

The working capital turnover rate shows the
effectiveness of the use of working capital in the
company, because the higher the working capital
turnover rate, the more effective the use of working
capital. Companies with a high working capital

turnover indicate a high level of sales. When sales
volume increases, inventory investment and accounts
receivable will also increase. The faster working
capital rotates, the greater the profit that can be
achieved by a company to increase profitability.

2. The Effect of Liquidity to Profitability.

In this research, to measure liquidity, we used the
current ratio (current assets). In terms of liquidity
effect, the results obtained are positive and
significant. This positive influence proves that if a
company can effectively and efficiently use its current
assets to pay short-term obligations, this will have an
impact on reducing costs, and profits can also
experience growth or increase. Because the higher the
current ratio, the more liquid the company will be and
the easier it will be to obtain funding from creditors
and investors to expedite operational activities, and
this will also have an impact on increasing profits.
The trend of decreasing liquidity in food and beverage
companies has resulted in a decrease in profitability.

3. The Effect of Leverage to Profitability.

The financial ratio increases when the DER ratio
rises. The purpose of increasing risk is the possibility
of default because the company has financed too
many assets with debt. With the risk of default, the
costs that must be incurred by the company to
overcome this problem are getting bigger. Leverage
emphasizes the important role of debt financing for
companies by showing the percentage of company
assets that are supported by debt financing. In
accordance with the Pecking Order Theory, the
greater the DER ratio, the greater the costs that must
be borne by the company to fulfill its obligations.
This causes a decrease in company profitability.
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Suggestions. 2. The company is expected to increase its

1. Companies are expected to be able to manage,  liquidity level by reducing its current debt and trying
maintain, and increase working capital turnover  to increase its current assets. Companies must reduce
effectively and efficiently. For example, managing the  the amount of inventory that is too much and reduce
period for receiving receivables by accelerating bills  the use of cash, as well as increase the value of cash
so that cash received is fast Then the cash can be  and banks owned by the company.
reused as working capital for the company. In 3. The company should reduce its debt ratio and
addition, management of the inventory conversion  take advantage of excess internal funds (current
period is also necessary, one of which is by  assets) rather than using debt to fulfill its obligations.
accelerating the product sales process so that the  So the costs incurred are also relatively small.
company can receive payments from the sales  Because the use of leverage will always be followed
proceeds and there will be no accumulation of goods, by fixed costs such as interest and depreciation costs.
which causes additional costs.

Abstract

All companies aim to obtain maximum profit. By obtaining maximum profit, the company can maintain its
survival and can continue to grow and provide profitable returns for its owners. To measure how much success
the company has in obtaining a rate of return on profit, it is necessary to conduct financial analysis with
profitability ratios. This study aims to examine the effect of working capital turnover, liquidity, and leverage on
profitability.

This research is focused on Food & Beverage companies listed on the Indonesia Stock Exchange (IDX) for
the period 2013-2018 with a population of 15 companies. Determination of the number of samples using
purposive sampling method, so that a sample of 10 food & beverage companies was obtained. Hypothesis testing
is done with multiple linear regression analysis techniques.

The hypothesis testing method uses a significance level of 5%. Based on the test results and discussion that
has been put forward by researchers Working Capital Turnover, Liquidity, and Leverage affect Profitability in
Food & Beverage Companies listed on the Indonesia Stock Exchange for the 2013-2018 period.
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