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Abstract. This study examines factors that affect profitability in the consumer goods sector listed
on the Indonesia Stock Exchange (IDX) for the 2015-2020 period. In this study, the population are
consumer goods sector companies listed on the Indonesia Stock Exchange for the 2015-2020
period. The technique used purposive sampling that obtained as many as 19 companies for the
research objects. The independent variable in this study is Return On Assets (ROA). In contrast, the
independent variables are Current ratio (CR), Debt to equity ratio (DER), Total Asset Turnover
(TATO), Working Capital (WC), Sales Growth (Grow), Size Company (Firm Size), World Qil Price (QOil
Price), and Exchange Rate. The test method to determine the effect of the independent variable on
the dependent variable is the panel data regression analysis method which is processed using E-
VIEWS 12. Based on the results of simultaneous research, it is known that CR, TATO, GROW have a
significant positive effect on profitability (ROA), WC and FIRM Size has a negative and significant
impact on profitability (ROA), while DER, QOil Price and Exchange Rate (Exchange) do not have a
substantial effect on profitability (ROA).

Keywords: profitability; current ratio (cr); debt to equity ratio (der); total asset turnover (tato);
working capital (wc);
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INTRODUCTION

The Ministry of Industry noted that
generally the realization of investment in
the industrial sector of Indonesia has
increased in 2015-2019. In the fourth
quarter of 2019, the industrial realization
reached 208 trillion, but the consumer
goods industry sector declined in 2019 at
rate of 26.7%. Along this matter that world
oil prices are a very influential factor in the
Indonesian industry. The fallen prices of oil
will pose a risk to the current account
balance. The companies of consumer
goods sector have recently become the
most preference sector by several investors.
It was recorded based on the survey of Bl in
August 2019, it stated that the consumer
confidence index (IKK) was in the optimistic
zone at 123.1% (BPS, 2019).
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Figure 1. The Growth in Profitability Ratio
of Consumer Goods Sector 2015-2020

From the data above, we can
determine that the growth in the
profitability ratio of the consumer goods
sector in 2015-2020 has a very volatile
trend. From the graph, the researcher wants
to find out what factors can influence this
ratio. Profitability is a measurement of the
company's efficiency in managing assets to
earn a maximum profit. Profitability
provides an overview in carrying out its
profit of a company (Warrad & Al Omari,
2015). Return on Assets (ROA) is a financial
comparison that can measure industry

profitability skills, it describes how to get a

net profit to the total assets owned.
PROFITABILITY RATIO

Profitability comparison defines as a
comparison that can evaluate the industry
to earn a profit. It measures the level of
management performance in obtaining
profit for the company. (Kasmir, 2016)
stated that the profitability ratio is the
success of company to produce a profit.

1. Return on Assets (ROA)

Return On Assets (ROA) is known as
Return On Investment (ROI). This
comparison is used for management
measurement to invest in obtaining a
profit. The greater its comparison, the more
it shows the success of industry in using
assets in the company.

Return On Asset
_ Earning after interst and tax

Total Assets
2. Return on Equity (ROE)

Return on Equity (ROE) is known as

the profitability of its own capital, it means
ratio that used for measuring profits. This
ratio compares net profit after tax with its
own capital. The results of this ratio show
the efficiency of the application of
company capital. The bigger this
comparison, the stronger the company
ownership, and vice versa.

Return On Equity
Earning after interst and tax

Equity

Agency Theory

Agency theory is the contractual
relationship between managers or agents
with  shareholders. The relationship
embodies a contract that conveys each of
their rights and obligations. Shareholders
(principals) are providers of funds and
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facilities for executing the company, while
managers (agents) are agents who have
responsibility given by the principal
(optimum (Wirahadi Ahmad & Septriani,

2008) said that agency theory is a contact
alignment used for the interests of
shareholders and managers.
Pecking Order Theory

Packing order theory discusses
industry considerations in deciding the
fund of company capital. This case explains
that the company tends to explore the use
of the company's internal capital, it
expected that the company will not expose
it to outside parties. External sources of
funds become consideration for the
company, the first is the consideration of
costs in issuing shares such as issuance
costs and bond costs. In addition, this can
impact on the decline in the price of the old
stock. The second consideration is that
investors will evaluate the company as
disreputable, this is caused by a decline in
stock prices (Sutriana et al., 2021)
Signaling Theory

Signal theory (Signaling Theory) was
started in 1973 by Michael Spence in his
research entitled Job Market Signaling
(Karasek 11l & Bryant, 2012)In this study,
Spence assumes labor market that measure

the productivity capability. From these
results, Spance  established labour
standards in the form of signals to make
decisions for business people/investors.
Trade Off Theory

The theory was originally proposed
by Modigliani and Miller in 1963. His article
entitled Corporate Income Tax on the Cost
of Capital, discusses the calculation of
individual taxes. This theory developed with

the MM-2 model. It was elaborated by

(Brigham & Ehrhardt, 2005), it explains that
the company's debt and equity should

describe the balance between costs and
revenues earned by the company.
Liquidity Ratio

Liquidity Ratio is a ratio that
determines industrial skills to pay its short-
term debt obligations. The ratio between
short-term obligations and short term of
fund sources is meant to pay the short-
term obligations (Uremadu et al., 2012).

Liquidity Ratio can also be defined as the
short-term ability of the industry to observe
current assets to current liabilities (Islam et
al., 2014). Current Ratio is a ratio used to
understand industrial skills to pay short-
term debt obligations (Kasmir, 2016)The
calculation of the current ratio is carried out
through a comparison between the total

current assets and total current liabilities.
current assets

Current Ratio = —
current liabilities

1. The cash ratio is a ratio used to compare
current assets that are really liquid with
their short-term liabilities (Kasmir,
2016)The cash ratio indicator can
measure all industrial assets and the
total liquid money in the banking
industry to its operational or payment of
short-term debt.

Cas Or Cas equivalent

Cash Ratio =
Current Liabilities

Activity Ratio

Activity Ratio is a ratio to measure the
company's efficiency of assets application
in obtaining a profit. This ratio is also often
applied in understanding the industry's
work over time concerning company's
horizontal analysis.
1. Total Asset Turnover Ratio

This ratio is a ratio to determine
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wealth activity when getting a profit. A ratio
that compares net sales and average total
wealth.

Total Asset Turnover
net sales

 average total assets

2. Working Capital Turnover Ratio

This ratio is a ratio to determine the
level of company skills applying working
capital (cash) to generate sales/profit levels.

Working capital turnover
sales

"~ average working capital

Laverage Ratio

Laverage ratio is a ratio to determine
industrial skills in spending company debt
to earn profits (Bener et al., 2013)This ratio
also indicates the industry's financial skills
to pay in short or long term financial
obligations.

1. Debt to equity ratio (DER)

DER is a ratio for the measurement
between capital funds and debt (creditors)
(Schlumberger et al., 2015)This ratio is also

used to assess the percentage of industrial

capital which include to a debt guarantee.
Total debt

Total equity
2. Debt to Asset Ratio (DAR)
DAR is a ratio to determine the

ebt to equity ratio =

percentage of the industry that is paid out
of debt. In addition, this also shows the
ratio between the available funds from
investors (shareholders) and creditors
(Schlumberger et al., 2015)

Total debt

Total Asset
Working Capital Turn Over

Debt to asset ratio =

Working capital is cash company
assets stored in bank accounts, the other

assets is expected to pay off the company
operational (Harmoni, 2021) Simply,
working capital is defined as the financing
of daily operational funds. If the company
has a high working capital, it can be
concluded that the industry has good
financial results. To measure working
capital can be done as follows:

Working Capital Turnover
Penjualan

" Current Asset — Current Liabilities

In general, working capital can be
calculated in the form of a ratio, with the
following formula:

Working Capital Ratio
Current Asset

" Current Liabilities

Sales Growth

Company growth is useful for
measuring the increase in sales or profits in
an industry. Sales are the main source of
company income. Sales growth can be
defined by the more of stable and enhance
company's sales followed by operational
costs or other costs that can be controlled

by the company (Putri, 2015)
Sales t — Salest — 1

Salest—1

sales growth =
Firm Size (Firm Size)

Firm size is measured by the total
assets, total sales, and stock prices in a
company (Indrawan et al., n.d.) The total

assets owned by the industry is expected to
obtain high profits and sales levels.
Firm size (Size it)
= log Total Asset it
World Oil Price

This price is measured using the
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world oil market spot. West Taxes
Intermediate (WTI) often referred to as light
sweet that is a benchmark for world crude
oil prices (Antono et al., 2019) said that
West Texas Intermediates (WTI) trades
high-quality crude oil and it has a higher
price than Brent Blend and OPEC oil.
Exchange Rate

The exchange rate indicates the total
value of the domestic currency in
conducting transactions to obtain a unit
(Sukino, 2002). Demand and supply are

factors that can affect the movement of an
exchange rate (Rusbariand et al, 2012)
Marto and Munawar (2014) stated that the
exchange rate can affect the amount of

sales, expenses, profits, and prosperity,
indeed the exchange rate also affects
international problems that cause risks to
the company.

(H1) Current

N/

Hypothesis Formulation

There a lot of hypothesis submission
in the following research regarding the
problems that occur in the Metals and
Minerals of the mine industry, such as:

H1: Current Ratio (CR) has a positive effect
on Return On Assets (ROA).

H2: Total Assets Turnover (TATO) has a
positive effect on ROA

H3: Debt to Equity Ratio (DER) has a
positive effect on ROA

H4: Working Capital Turn Over has a
positive effect on ROA.

H5: Sales Growth has a positive effect on
ROA

H6: Firm size has a positive effect on ROA
H7: World oil prices have a positive effect
on ROA

H8: Exchange rate has a positive effect on
ROA

(H2)Total
Assets

(H7)World oil

Company profitability

prices

Ration
(H3)Debt
To Equity
Ratio

(H4)Working
Capital Turn

Over

(H5) Sales
Growth

(H8) The
Exchange Rate

(H6)Firm Size

Figure 2. Study Framework
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This analysis is a test that is often used (b) DER, (c) TATO. (d) Working Capital Turn
before analyzing panel data regression. The Over, (e) Sales Growth, (f) Firm Size, (g) Oil
tests have various variables in obtaining the price, and (h) Exchange Rate. An overview
whole description in the study. The of each variable during the study period is
variables used for this research include: (1) described in table 1.

the dependent variable, namely ROA, and
(2) the independent variable, namely (a) CR,

Table 1. Descriptive Statistical Analysis of Dependent and Independent Variables.

ROA CR DER TATO WC GROW SIZE OP KURS
Mean 014 353 070 129 426 002 2212 694 954
Median 011 248 055 112 365 002 2180 696 954
Maximum 0.58 1582 315 311 6203 1.02 2929 713 9.58
Minimum 001 015 0.07 044 -1491 -1.00 1339 6.70 9.51
Std. Dev. 012 3.14 0.61 0.60 935 0.21 582 0.15 0.02
Observations 90 90 90 90 90 90 90 90 90
Source: Output E-Views 12.0 (processed by the researcher, 2021)

MATERIALS AND METHODS data estimation. This test can be carried out

with the F or Chi-square statistical test. The

Chow Test Results results of Chow test in the research can be
The Chow test is used to determine observed in table 5.

which of the Common Effect models or
Fixed Effect models are suitable for panel
Table 2. The Results of Chow Test

Redundant Fixed Effects Tests
Equation: Untitled

Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 4776884 (14,67) 0.0000
Cross-section Chi-square 62.300175 14 0.0000
Sumber : Output E-Views 12.0 (processed by the researcher, 2021)
Hausman Test Results Hausman test in this study can be observed
Hausman test is conducted to through table 3.

determine which one is better between
Fixed effect model or Random Effect model
for panel data estimation. The results of the
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Table 3.The Results of Hausman Test

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Test Summary

Chi-Sq. Statistic

Chi-Sq. d.f. Prob.

Cross-section random

0.000000 8 1.0000

Source : Output E-Views 12.00 (processed by the researcher, 2021

Table 3 shows the results of the
Hausman test using the E-Views software,
and the chi-square value exceeds = 0.05
(5%) which is 1,0000. Therefore, the test can
be concluded that HO is accepted and H1 is
rejected. This means the Random Effect
Model is better used in estimating panel

in this study.
Lagrange Multiplier Test Results

The Lagrange Multiplier test is carried
out to determine which of the Common
Effect models or Random Effect Models is
the more suitable for panel data estimation.
The results of the Lagrange Multiplier test

for this research can be observed in table 7.
Table 4. The Results of Lagrange Multiplier Test

data regression than the Fixed Effect Model

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.

0.000000 8
Source: Output E-Views 12.0 (processed by the researcher, 2021)
Lagrange Multiplier Test Results

The Lagrange Multiplier test is carried

Cross-section random 1.0000

the more suitable for panel data estimation.
The results of the Lagrange Multiplier test
out to determine which of the Common for this research can be observed in table 7.
Effect models or Random Effect Models is

Table 4. The Results of Lagrange Multiplier Test
Null hypotheses: No effects
Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives

Test Hypothesis
Cross-section Time Both

Breusch-Pagan 29.36348 0.006456 29.36994

(0.0000) (0.9360) (0.0000)
Honda 5.418808 0.080348 3.888491

(0.0000) (0.4680) (0.0001)
King-Wu 5.418808 0.080348 2.848761

(0.0000) (0.4680) (0.0022)
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Standardized Honda 6.594952 1.259301 1.894750
(0.0000) (0.1040)
(0.0291)
Standardized King-Wu 6.594952 1.259301 1.055247
(0.0000) (0.1040) (0.1457)
Gourierioux, et al.* -- -- 29.36994
(< 0.01)
*Mixed chi-square asymptotic critical values:
1% 7.289
5% 4.321
10% 2.952

Source: Output E-Views 12.0 (processed by the researcher, 2021)

Table 4 shows the results of the
Lagrange Multiplier test using E-Views
software, and the results of the Breusch-
Pagan LM-test calculation are 29.36994
and the p-value (0.0000) is not greater than
= 0.5 (5%). So, we conclude that the
Random Effect model is better than the
Common Effect model for estimating the
panel data regression.

Fit Test Model

Significance Test Model (Test —F)

Examining to the results of statistical
data processing shown in table 12, it can be
observed that the Prob value (F-Statistic) is

0.0000 not exceeding = 0.05, which means

that HO is rejected and H1 is accepted. This

indicates that the independent variables of

CR, DER, TATO, Working Capital, Sales

Growth, Firm Size, World Oil Price and

Exchange Rate concurrent significant effect

on the ROA of the consumer goods sector

industry in this study.

Independent Variable Significance Test

(t-test)

1. Current Assert (CR) has a positive
coefficient value of 0.289572 with a t-
count value of 2.740461 and a sig. value
of 0.0075, it is smaller than 0.05. This

means that the CR variable is proven to
have a positive and significant impact on
ROA in the consumer goods sector
industry listed on the IDX for the 2015-
2020 period.

2. Debt to Equity Ratio (DER) has a positive
coefficient value of 0.156588 with a t-
count value of 1.411721 and a sig. value
of 0.1619, it is greater than 0.05. This
means that the DER variable is proven to
be insignificant to ROA in the consumer
goods sector industry on the IDX for the
2015-2020 period.

3. Total Asset Turnover (TATO) has a
positive coefficient value of 0.1201160
with a t-count value of 2.985848 and a
sig. value of 0.0037, it is greater than
0.05. This means that the TATO variable
is proven to have a positive effect and
sig. to ROA in the consumer goods
sector industry on the IDX for the 2015-
2020 period.

4. Working Capital turnover (WC) has a

positive coefficient value of -0.016154
with a t-count value of -6.394667 and a
sig. value of 0.0000, it is greater than
0.05. This means that the WC variable is
proven to have a negative and
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significant effect on ROA in the
consumer goods sector industry on the
IDX for the 2015-2020 period.

5. Sales Growth has a positive coefficient
value of 0.201478 with a t-count value of
2.075972 and a sig. value of 0.0411, it is
smaller than 0.05. This means that the
GROW variable is proven to have a
positive and significant impact on ROA
in the consumer goods sector industry
on the IDX for the 2015-2020 period.

6. Firm Size has a positive coefficient value
of -0.025331 with a t-count value of -
3.360939 and a significance value of
0.0012, it is greater than 0.05. This
means that the Firm Size variable is
proven to have a negative and
significant effect on ROA in the
consumer goods sector industry listed
on the IDX for the 2015-2020 period.

7. World Qil Price has a positive coefficient
value of 0.168182 with a t-count value of
1.090413 and a sig. value of 0.2788, it is
greater than 0.05. This means that the
Oil Price variable is proven to be
insignificant to ROA in the consumer
goods sector industry listed on the IDX
for the 2015-2020 period.

8. The exchange rate has a positive
coefficient value of 0.446441 with a t-
count value of 0467834 and a
significant value of 0.6412, it is greater
than 0.05. It means that the exchange
rate variable is proven to be insignificant
to ROA in the consumer goods sector
industry on the IDX for the 2015-2020
period.

RESULTS AND DISCUSSION

The Effect of Current Ratio (CR) on

Return On Assets (ROA)

Based on the results of the panel data
regression test of the best model usage, the
Random Effect model shows that CR has a
positive and significant effect on ROA. The
results of this study are supported by
previous researches has conducted by
(Sekti, 2017), (Sharon, 2020), (Lubis &
Rahmawati, 2019), (ENDRI et al., 2020), and
(Ng et al., 2020) which said that CR has a

positive and significant impact on industry
profitability, that is ROA.

The Effect of Debt to Equity Ratio (DER)
on Return on Assets (ROA)

It refers to the results of panel data
regression testing that uses the best model
usage, namely the Randem Effect model|, it
indicates that DER does not have a
significant effect on company profitability
(ROA). The results of this study show that
DER has no effect on ROA. It supported by
previous researchers of (Putra & Lestari,

2016), (Sari & Budiasih, 2014), (Angelina et
al., 2020), (Wulantika et al., 2018), (ENDRI et
al., 2020), (Endri et al., 2021), who revealed
that DER has no effect on ROA.
The Effect of Total Asset Turnover
(TATO) on Return on Assets (ROA)

This study refers to the results of

panel data regression tests of the best
model usage, namely the Randem Effect
model, it indicates that TATO has a positive
and significant impact on company
profitability (ROA). It supported by previous
researchers of (Kurniawati et al., 2020).
(Ruroh & Rahmawati, 2016), (Hakim et al.,
2020), (ENDRI et al., 2020), They stated that
Total Asset Turnover has a positive and

significant effect on the company's
profitability Return On Assets (ROA).
The Effect of Sales Growth on Return on
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Assets (ROA)

It refers to the results of the panel
data regression test of the best model
usage, namely the Random Effect model, it
indicates that sales growth has a significant
positive effect on ROA. It supported by
previous  researches conducted by
(Suryaputra, 2016), (R. Yulius et al., 2016),
(Nyoman & Gana, 2018), (Utami &
Prasetiono, 2016), (Marlapa, 2020),
(Aminuddin et al., 2021), (ENDRI et al.,

2020) the results reveals that sales growth

has a positive and significant impact on
company profitability.

The Effect of Firm Size on Return on
Assets (ROA)

It refers to the results of panel data
regression tests of the best model usage,
namely the Randem Effect model, it
indicates that company size has a negative
and significant effect on ROA. It supported
by previous researches conducted by
(Suryaputra, 2016), (R. Yulius et al., 2016)
they said that the size of the industry has a
negative and significant effect on
profitability (ROA).

The Effect of World Oil Price (Oil Price)
on Return on Assets (ROA)

It refers to the results of panel data
regression tests of the best model usage,
namely the Randem Effect model, it
indicates that World Oil Prices do not have
a significant effect on company profitability
(ROA). It supported by previous researches
(Prasetyo & Darmawan, 2017), stated that
the world oil price (Oil price) has no effect
on profitability (ROA).

The Effect of Exchange Rate (Exchange
Rate) on Return on Assets (ROA)
It refers to the results of panel data

regression tests of the best model usage,

namely the Randem Effect model, it
indicates that the exchange rate does not
have a significant effect on the company's
profitability (ROA). It supported by previous
researches of (Prasetyo & Darmawan,

2017), (Ben-Ari et al., 2017), (Adiyadnya et
al., 2016) they stated that the exchange rate
does not have a significant effect on
profitability (ROA).

CONCLUSIONS

Based on the results of the analyzing
data and explanations that have been
carried out, it concludes that CR has a
positive and significant impact on the
profitability of the consumer goods sector
industry for the 2015-2020 period. DER
does not have a significant effect on the
profitability of the consumer goods sector
industry for the 2015-2020 period. TATO
has a positive and significant impact on the
profitability of the consumer goods sector
industry for the 2015-2020 period. Working
Capital Turnover has a negative and
significant impact on the profitability of the
consumer goods sector industry for the
2015-2020 period. Sales growth has a
positive and significant impact on the
profitability of the consumer goods sector
industry for the 2015-2020 period. Firm
Size has a negative and significant impact
on the profitability of the consumer goods
sector industry for the 2015-2020 period.
The world oil price does not have a
significant effect on the profitability of the
consumer goods sector industry for the
2015-2020 period. The exchange rate does
not have a significant effect on the
profitability of the consumer goods sector
industry for the 2015-2020 period.
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