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ABSTRACT 

This research aims to observe the factors that can affect the profitability of the company. The variables examined 
is the independent variable which consist of cash, accounts receivable turnover and inventory turnover, while 
the dependent variable is the Return On Asset. The subject of research is the company’s food and beverage 
sub sector with shares listed on the Indonesia Stock Exchange. The sample in this research are determined by 
means of Purposive Sampling. The data used are secondary data sourced from the Indonesia Stock Exchange 
from the period of 2012 to 2015 for observation. The testing research data carried out used is classic assumption 
test. Methods of analysis used is regression test, hypotheses testing and determination test. The results showed 
that the variable turnover of cash, accounts receivable turnover, inventory turnover has a significant effect on 
the profitability of the company.

Keywords: Cash turnover, accounts receivable turnover, inventory turnover, Return On Asset.

1. INTRODUCTION

Working capital are used by companies to finance daily operations. Working capital management is important 
in order to optimize its utilization. Excessive working capital indicates that it hasn’t been optimized due 
to idle funds wich will impact as increasing burden on the company. On the contrary the working capital 
shortage could hinder the continuity of the company’s operations. Working capital management can control 
the effectiveness of the current assets and debts continuity in order to maximize the profit of the company. 
In Indonesia, the company’s food and beverage sub sector’s growth and development are excelling and is 
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expected to encourage the improvement of the national economy. The food and beverage companies as 
manufacturing companies have characteristics that differ from service companies. The difference is the 
inventory of purchased raw materials will continue to be processed again. The production process requires 
a large working capital, so a good management is required in order to maximise the profit of the company.

The research ojective is to aim at observing the influence of working capital management’s effect  
against the company’s profitability.

2. THEORITICAL ANALYSIS

Working Capital. Sutrisno (2009) had stated that working capital is defined as funds used to finance the 
operational needs of the company. According to Harahap (2012), working capital is current assets minus 
current liabilities, or working capital that are considered as funds available to be invested in current assets. 
This definition refers to the concept of the net working capital. While gross working capital is the entire 
current assets (Mardiyanto: 2009).

Working Capital Management. The Manager is obligated to manage the working capital used in 
the company in order to produce maximum profit. Part of the working capital, among others are cash, 
accounts receivable and inventory. Working capital efficiency can be shown by the level of the working 
capital turnover. 

Working capital turnover represents sales comparisons with the average working capital.
Profitability. Profitability ratio can be implmented using a comparison between various components 

in the financial statements, particularly the financial statement’s balance sheet and income statement. 
Measurements can be done for several periods of operation. Profitability ratio analysis in this study is 
represented by the ratio of profitability Return On Assets (ROA). Return On Assets (ROA) ratio that 
shows the ability of total assets or the number of assets to produce the targeted profits.

Return On Assets (ROA), according to Harahap (2010:305), this ratio shows how much net profit is 
obtained from the measured value of company assets. This ratio indicates the efficiency of the use of their 
own capital. The higher the ratio, the better the position of the owner of the company, and vice versa. 
While according to Sugiono and Untung (2008:71), the ratio of Return On Assets (ROA) measures the 
rate of return from business or from all existing assets.

Hypothesis. Working capital are funds which has the highest liquidity level. A high cash turnover 
shows that the faster the return of funds to the company so it can be reused to fund other operations. The 
higher the operational activities, it will be able to increase the profit of the company. Samson, Mary, Yemisi 
and Erekpitan (2012), Makori (2013) conducted an empirical study on the influence of working capital 
management against profitability. The results show that the turnover of funds has an effect on corporate 
profits. Based on the research results, the first hypothesis can be formulated as follows:

1. H1: Cash Turnover has a significant effect on profitability: Accounts receivable includes all 
claims in the form of cash against other parties include individuals and companies (Warren UR 
et.al.: 2008). The accounts receivable turnover ratio is used to measure the accounts receivable 
billing period or frequency of the funds invested in accounts receivable to turnover in one period 
(Cashmere: 2012). Previous research from Agha (2014), Makori (2013) shows that the period 
of repayment of accounts receivable effect on the profitability of the company. Based on the 
research results and theory, the second hypothesis in this research can be formulated as follows:
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2. H2:  Accounts Receivable Turnover has a significant effect on Profitability: Inventory 
turnover is the result of mains replacement frequency was sold back in one period. The higher 
the level of inventory turnover capital so as to improve the profitability of the company. Samson 
et. al. (2012, Utami Dewi & (2016) found evidence that inventory turnover has an effect on the 
profitability of the company. Based on theory and research results, the H3 in this study can be 
formulated as follows:

3. H3: Inventory Turnover has a significant effect on Profitability.

3. METHODOLOGY

Research Methods used are Hypotheses testing. Research data utilized are  cross sectional studies within 
the period 2011 – 2015.

The population in this study are companies in the food and beverage sector sub listed on the Indonesia 
stock exchange. Sampling techniques in the research of purposive sampling technique is within the above 
period mentioned. The consideration specified for the companies observed are companies that have 
published a complete financial reports in a row during the period of observation.

This study uses secondary data from the Indonesia stock exchange (IDX). The variable in this study 
is ROA as variabel dependent. The Turnover of funds, accounts receivable turnover, inventory turnover, 
as the independent variable. 

Technique of data analysis used in the study is now a linear multiple regression analysis. The test 
results show that the data is distributed normally, the symptoms do not occur multikolonearitas, there is 
no heteroskedastisitas, there is no autocorrelation. Therefore it can be stated that the regression models 
of can be used in this study.

4. RESULT AND DISCUSSION 

4.1. Hipothesis Testing

1. t-Test: The Partial test is to observe the influence of each variable of independent and dependent 
variable by using the t-test. The level of significance value used is 0.10.

 Hypothesis :

 H1 : Cash Turnover has a significant effect on profitability.

 H2 : Acounts Receivable Turnover has a significant effect on profitability.

 H3 : Inventory Turnover has a significant effect on Profitability.

 Based on table 5.1 it is noted that the value of the variable significance of cash turnover is 0.006 
less than 0.10. Thus we can concluded that that H1 is accepted, so that it can be stated that there 
is a significant effect between cash turnaround towards profitability.

 The value of the variable significance of the receivables turnover is of greater than 0.1 Thus it can 
be concluded that H2 is accepted, so that it can be stated that the accounts receivable turnover 
effect on profitability.
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Table 5.1 
t-Test Result 

Model Beta In t Sig.

Constant .00

Ln-Funds Turnover 3,207 5,747 0.0

Ln-Account –. 227 2,932 06.

Receivable Turnover –,557 -1,963 058

Ln-Inventory –,352 2,371 .02

Turnover 4

(a) Dependent Variable: Ln Y Profitability
Source : Output SPSS

 The value of the variable significance of 0.024 inventory turnover is greater than 0.10. Thus it 
can be concluded that the H3 is accepted, so that it can be stated that the inventory turnaround 
has a significant effect on profitability.

2. F-test: The F-test is used to observe the significance of the feasibility of the regression model. 
It was used in testing the level of significance of 0.10.

Table 5.2 
Result of the F-Test

ANOVAa

Model df Mean Square F Sig.

1.

Regression 3 2,458 6,064 .002

Residual 32 0,405

Total 35

(a) Dependent Variable: Ln Profitability
Source : Output SPSS

 Based on table 5.2 it is noted that the value significance of 0.002, smaller than 0.10 so it can be 
stated that a decent regression model used in this study.

 Result of the Linear Regression Model

 Based on table 5.1 the regression equation model can be written as follows:

 LnY = 3,207 – 0,227X1 – 0,557X2 – 0,357X3

        Description : Ln Y = Profitability

 Ln X1 = Funds Turnover

 Ln X2 = Accounts Receivable Turnover

 Ln X3 = Inventory Turnover
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From the Linear Regression Model we can explain as follows :

1. The value of the constants is 3,207. This shows that if the rotation of cash, accounts receivable 
and inventory of null value, so the company gained profit of 14.667 units.

2.  The regression coefficient Value of cash turnover amounted to-0.227. This shows a change 
of cash turnover effect profitability negatively to the turnover, meaning if cash increases by 1 
unit then profitability will decrease of 0.227 units. If the cash turnover declined by 1 unit then 
profitability will increase amounting to 0.227 unit.

3. The  accounts receivable turnover regression coefficient Value of-0.557. This shows changes in 
receivables turnover effect negatively to profitability, meaning if the accounts receivable turnover 
increased by 1 unit then profitability will decrease of 0.557 units. If the accounts receivable 
turnover declined by 1 unit then profitability will increase amounted to 0.557 units.

4. The value of the coefficients of the regression rotation of supplies of 0.352. This indicates positive 
changes in inventory turnover is influential toward profitability, meaning if inventory turnover 
increased by 1 unit then profitability will increase amounted to 0.352 units. If the inventory 
turnover declined by 1 unit then profitability will decrease of 0.352 units.

4.2. Determination Coefficient

Determination of the coefficient Analysis (R2) is used to find out how big a percentage of donations 
influence the dependent variable against the independent variable.

Table 5.3 
Determination Coefficient Result Model Summary

Model R R Square Adj. R Square

1 .602 .362 .303

Source : Output SPSS

Based on table 5.3 it shows the  results that Adjust R Square i.e. of 0.303 or 30.3%, meaning the changes 
in profitability can be explained by the rotation of cash, accounts receivable and inventory turnover 30.3% 
and 69.7% while the rest of it is explained by other variables such as macro-economic factors as well as 
micro-economics.

5. INTERPRETATION OF RESEARCH

5.1. The effect of Cash Turnover against Profitability

The results showed that the turnover of cash have a negative influence on the profitability of the company 
against the sub sectors of the food and drinks tat are listed on the Indonesia stock exchange. These negative 
influences indicate that companies need cash to do most of its financing. Lack of funding will lead to the 
operations disrupted so that it will have an impact on decreasing the profitability of the company.
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5.2. The effect of Accounts Receivables Turnover against Profitability

The results showed that the turnover of account receivables have negative effect on the profitability of 
the company against the sub sectors of the food and drinks listed on the Indonesia stock exchange.  This 
indicates that most sales are done with credit sales policy, which aims to increase sales. Credit sales policy 
will increase the profitability of the company.

5.3. The effect of Inventory Turnover against Profitability

The results showed that there is a positive effect against inventory turnover profitability. The higher inventory 
turnover indicated that the level of inventories is quite low and the funds used to finance the inventory 
as needed so that the capital costs are becoming lower. Low levels of inventory can also lower the cost of 
storage. Capital costs and low storage costs can increase the profitability of the company.

6. CLOSING

Based on the results of the study it can be concluded that the turnover of cash and accounts receivable 
turnover effect negatively to profitability, while inventory turnover has a positive effect towards the 
profitability of the company’s food and beverage sector sub listed on the Indonesia stock exchange.

Based on the summary, the company sub sectors of the food and drink are advised to pay attention to 
working capital management in the company in order to maximize profits for the company. This research 
has its limitations, among others, the subjects of research only on the company’s food and beverage sector 
sub listed in Indonesia stock exchange and limited observation period from 2012-2015. Further research is 
better when the subject of the research was expanded again in the company of other manufacturing sectors 
in addition to the publicly listed and the observation period is extended so that the results obtained are 
more varied. Additional independent variables in research is needed at both the macro as well as micro-
economic factors etc.
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