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Abstract--- This study aims to determine and analyze the effect of Investments, Debt and Sales on the
Profitability of Companies in the Pharmaceutical Industry listed on the Indonesia Stock Exchange for the period of
2012 to 2016. Investments are funds invested by investors into the company both directly and indirectly in order to
gain profits. Debt is a loan fund obtained from inside and outside the company that is used to maintain the survival
of the company. Sales are the results received for the sale of goods or services. Profitability will be obtained if
investment, debt and sales are managed properly. Management of investment, debt and sales is a determining factor
in the success of a company. Based on the results of the research, the influence between investment, debt and sales
with the company's profitability is positive and significant. The results of this study support previous research,
which says that debt and sales can increase the profitability of the company. For the next researcher, it is suggested

to add other variables such as dividends, working capital and economic growth.

Keywords--- Investment, Debt, Sales, Profitability.

I. INTRODUCTION

The ability of the company to generate profits for a certain period can be seen in the income statement. The
income statement is a report that contains the company's income and expenses for a certain period of time. The
income statement is part of the financial statements. The financial statements consist of statements of changes in
financial position, profit and loss, equity, cash flow and notes to the financial statements. Financial statements aim to
provide information regarding the financial position, performance and changes in the financial position of a

company that is useful for interested parties in decision making.

Investment relates to investing company funds in working capital, fixed assets, research and development as well
as product or service development. This investment is expected to generate cash both in the current period and in the
future period. Investment decisions are very important decisions because investment is the main driving force of

every business system[1].

Debt is one aspect that is the basis of assessment for investors to measure financial conditions. Debt is a sacrifice
of economic benefits that will arise in the future, caused by current obligations and will be fulfilled by transferring

assets or providing services to other business entities as a result of transactions that have already occurred.
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The amount of debt held by the company is reflected in the statement of changes in the financial position of the
liabilities section. Debts can be divided into two, namely short-term debt and long-term debt. Short-term debt has a
maximum payment term of one year, while long-term debt is more than one year in accordance with the

agreement[2].

Sales is one of the most important and decisive functions of marketing for the company in achieving the
company's goals, which is making profits to maintain the company's survival. Sale is an activity carried out by a
company by marketing its products in the form of goods or services offered at a price agreed upon by both parties,
whether paid in cash or credit. Sales will increase if the costs incurred for the production and marketing of products
are based on costs and apologies. If the costs incurred are greater than the benefits obtained, the company will suffer
losses otherwise if the benefits received are greater than the costs incurred, the company will benefit. The company
will grow and develop if company managers are able to manage the company's finances [3]. Fluctuations will occur

if there are economic shocks, but if the company is well managed then the company will stay alive [4].

Il. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT
Financial statements are information that describes the company's financial condition. Financial statements must

be presented clearly and in full in accordance with the provisions contained in applicable Financial Accounting
Standards. The financial statements consist of: statement of changes in financial position, profit and loss, equity,
cash flow and notes to the financial statements[5]. The parties interested in financial statements are company
managers, creditors, investors, government and employees. The information presented in the financial statements
must be accurate and can be justified. Because the data presented in the financial statements is through an

accounting process and can be used as a tool to communicate by interested parties[6].

The final result of the accounting process is the financial statements. Financial reports are a source of
information for interested parties to make financial decisions that are financial [7]. Analysis can be done if using
comparable financial statements, including data about changes that occur in the amount of rupiah, its percentage and
trends. Several individual ratios will help in analyzing and interpreting a company's financial position. Financial
ratios are designed to help evaluate financial statements. Ratio describes a relationship or balance between a certain
amount with another amount. Financial analysis tools in the form of ratios will be able to give an analysis to the
analysts about the good or bad situation or financial position of a company, especially if the ratio numbers are

compared with the comparison numbers used as a standard [8].

The financial statements prepared must provide true, clear and complete information that uses economic realities
regarding the existence and operation of the company. The concept of financial statements is the result of an
accounting process that is useful as a tool to communicate between financial data in the form of assets, debts and
capital of a company with parties with an interest in the company's data [9]. Financial ratios are basically compiled
by combining figures in or between the Income Statement and the Statement of Changes in Financial Position, Cash
Flow, and Company Capital. Profit or loss is a financial statement that provides information about income from
various income earned by the company and costs incurred in an accounting period for the company's operational

activities.
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The final result of the income statement is information about the value of the company whether generating

profits or suffering losses [10].

The Statement of Changes in Financial Position, commonly called the balance sheet, is a report that shows the
company's financial condition in the form of assets, debt and capital. Assets are assets owned by a companyboth
current assets and fixed assets. Debt is an obligation that must be paid in accordance with the time period, both

current and long-term debt[11].

The statements of cash flows describe the company's cash flows, both cash inflows and outflows. Cash in shows
all sources of company income in the form of cash, receivables receivable, cash sales, other receipts related to
company operations. Cash out represents all expenses, both cash purchases, payment of marketing costs, production
costs and other operational costs incurred by the company including payment of debts to various parties that must be

paid at maturity[12]

The cash flow statement shows the difference between more or less between cash in and cash out. If cash in is
greater than cash out, the company is in a surplus condition, which means the company has excess cash that can be
utilized for the future. Conversely, if cash is small from cash out, the company is in a deficit condition which means
the company is short of money or funds for company operations. Then additional funds are needed to finance the

company's operations[13]

One solution is to find a new investor or make a loan to the abnormality. Capital is wealth owned by a company.
Capital can be distinguished based on the owner, if the owner is an individual then the capital is individual capital
while the capital is in the form of shares then the ownership is in the form of share capital and so on. The notes to
the financial statements are useful information to provide a complete explanation of the information presented in the

financial statements.

A. Profitability

Profitabilias is the company's ability to generate profits. Profits obtained will affect the survival of the company.
Profitability is a ratio to measure the effectiveness of management and evaluate the performance of management in
running a business and its productivity to manage the company's overall assets. Company profitability is measured
by comparing the profits earned in an accounting period with the amount of investment in the form of assets. Profit
obtained by the company is the difference between the sale of goods or services with all operational and non-
operational expenses including taxes. Whereas the assessed investments are assets owned by the company, both
current assets and fixed assets. Current assets are assets owned by companies with a maximum economic life of one

year. Fixed assets are assets owned by companies with an economic age of more than one year[14].

High corporate profits will be able to attract the attention of investors. Investors try to assess the company's
performance, based on financial ratios [15]. The company's financial ratios are useful for assessing the performance
of company managers and the rate of growth of the company. To measure the company's ability to generate profits,
the return on investment ratio can be used. Return on investment is a ratio that shows the combined effect of

liquidity, asset management and debt on a company's operations.
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Return on investment can be high and low value, if return on investment is high, it will show the operational
efficiency of the company, conversely the low return on investment can be caused by the number of company assets
that are unemployed, investing in excess inventory, excess banknotes, fixed assets operating below normal and
others [16]. Companies with a large return on investment will attract investors to invest their capital in the company,
because the profits will be large, on the contrary if the return on investment is low, investment interest will fall, and
prices will go down. Thus the higher return on investment shows the more effective the company is using its assets

to generate net income and improve company performance.

The financial statements report the position of the company at one point in time and its operational activities
over the past several periods. The real value is in the fact that the report can be used to help predict earnings and
dividends in the future. Forecasting for the future is the key to the analysis of financial statements that are useful to
assist managers in making decisions and anticipating future events. The company's financial statements are the

starting point for planning future performance actions[17].

The amount of return on investment will change if there is a change in profit margin or asset turnover, both or
both. Thus the company manager can use one or both of them in an effort to increase return on investment. Efforts to
increase return on investment by increasing profit margins are concerned with efforts to enhance efficiency in the
production, sales and administration sectors. Whereas the effort to increase return on investment by increasing asset

turn over is the investment policy of funds in assets, both current assets and fixed assets[18].

B. The Relationship between Investment and Company Profitability

Investment is an activity that is related to the business of obtaining funds to finance capital goods which will be

used for businesses to obtain profits.

Investment in the company aims to guarantee the company to keep running even though financial conditions are
experiencing difficulties. Investment is an investment for one or more assets that are owned and for a long time in
the hope of earning profits in the future. Unused cash is the rest of the company's cash that has not been allocated
according to function. Idle cash should be invested so that the company earns interest income and dividends in

addition to the company's profits [19].

Investment is an investment related to one or more assets that are owned and usually for a long time in the hope
of increasing profits in the future. Investments made by investors aim to anticipate and guarantee companies if they
are in difficult conditions. In addition, investment can be made by utilizing the excess cash obtained and unused for
the company's operational activities. Investment is also useful for obtaining additional income, namely interest
income on bond investments, as well as dividends on investments in the form of shares. Investors' decision to invest
in a company is expected to increase the value of the company and create effective and efficient, so as to increase

high investment returns [20].

The measurement of the company's financial performance is useful to determine the ability to manage paid-up
capital by investors in order to progress the company. The higher the level of income provided by the company to

investors, the higher the value of the company is reflected in the value of shares on the stock exchange [21].
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Financial statements are important because they provide information that can be used for decision making [22].
Many parties have an interest in the financial statements of a company, ranging from investors or potential investors
to the company's management itself. The financial statements will provide information about profitability, risk, cash
flow timing, all of which will affect the expectations of the parties concerned. This expectation will affect the value

of the company.

Profitability is used to measure the effectiveness of management based on the results of returns generated from
investments.As the types of investment owned by a company have value for the company, the following hypothesis

is proposed:
H,: investment are positively related to company profitability.

C. The Relationship between Debt and Company Profitability

Debt is a company's obligation to certain parties and will be due according to the agreement of both parties [23].
Debt can be distinguished based on time period, namely short-term and long-term debt [24]. Short-term debt has a
maximum repayment period of one year while long-term debt has a repayment period of more than one year with a
limit according to the maturity date that has been agreed by both parties. Debt is a source of company funds from
creditors. Creditors provide loans based on the company's ability to repay debt. Debt must be managed properly so
that the trust given by creditors is not lost. Corporate debt can be seen in the statement of changes in the company's
financial position. The amount of debt indicates the company's financial condition has sufficient funds to finance the
company's operations [25]. Therefore, debt must be managed properly so that creditors believe that the company is
able to repay its debt [26].Profitability is used to measure the effectiveness of management based on the results of

returns generated from loans, the following hypothesis is proposed:
H,: Debts are negatively related to company profitabilty.

D. The Relationship between Sales and Company Profitability

Sales is revenue received from the sale of goods and services in cash or credit. Sales must be able to cover the
expenses incurred by the company. Profits will be obtained if the income received is greater than the costs incurred.
Factors that affect sales targets, are: the ability of sellers, markets, capital, corporate organization and economic
conditions. [27] The ability of the seller relates to how to introduce products to consumers so that they are interested
in buying. Competitive prices can influence consumers to buy products. The characteristics and nature of the seller
are crucial for consumers in deciding to buy the products offered. So that selling ability plays an important role in

sales growth and is able to increase business profits [28].

The market as an object for sellers and buyers to meet their respective needs. The seller will introduce the
product to the consumer while the buyer needs the product in accordance with his wishes and tastes. The purchasing
power and frequency of consumer purchases will affect sales. If consumer purchasing power and frequency
increases, sales will increase and vice versa if consumer purchasing power and frequency decreases, sales will
decrease. Business capital must be able to penetrate the market because to increase sales it is necessary to expand
the market [29].
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Products offered to consumers must pay attention to market conditions. If the market location is far from the
producer, transportation, seller warehouses and promotions are needed so that the products offered are known by
consumers [30]. If consumers do not know the product to be consumed, consumers will be reluctant to buy the
product. Products will be known by consumers if the products offered are known by consumers. Consumers will

know various products according to their needs if the product is promoted.

Company organizations have human resources with their respective duties and responsibilities. Small companies
will have limited human resources because of the scope and market share area. Conversely, large companies will
have human resources that can compete in the market, such as: technology, innovation, information systems and

communication.

The condition of the Indonesian economy affected sales growth. The economy will be in a state of crisis,
recovery, booming and declining. Crisis conditions occur when economic growth tends to decline. Recovery
conditions occur when economic growth begins to increase and there are still fluctuations in decline but the
movement is slow. Booming conditions occur when economic growth surges rapidly. Economic growth that occurs
when economic growth declines sharply in a row for two years or more shows economic conditions are in declining
conditions [31].

Sales growth reflects changes in sales increase or decrease from year to year which can be seen from each
company's income statement. The high rate of sales growth shows an increase in company income and vice versa a
decline in sales growth rate shows a decrease in company income. So that growth in sales is one indicator of the

company's profitability, the following hypothesis is proposed:

H;: Sales are positively related to company profitability.

111.METHODOLOGY / MATERIALS
The population in this study are pharmaceutical industry sector manufacturing companies listed on the Indonesia

stock exchange from 2012-2016. The population is 11 companies. The criteria used to select the sample are:
Pharmaceutical companies listed on the Indonesian Stock Exchange, the company shares are not divided into two,
published consecutive financial statements as of December 31 and generated consecutive earnings from 2012 to
2016. Variable of research consists of dependent and independent variables. Dependent variable is profitability

while independent variables are assets, debt and sales. The analytical method used is regression model analysis [32].

A. Data Collection

Corporate investment and debt can be seen from the report on changes in the company's financial position.
Investment is in the assets section while debt is in the liabilities section. Corporate sales can be seen from the
company's income statement. Profitability is related to the company's profit and assets which can be seen from the
income statement and changes in the company's financial position. The income statement contains information about

the company's income and expenses, both operational and non-operational, including tax [33].
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B. Data Analysis

Data analysis can be done by statistical test using Liniear Regression, with the help of SPSS program, that is:

Y = a+b1X1+b2X2+ b3X3+e 1

Where: Y isProfitability, a is a constant, b is Coefficient, X; is Investment, X,is Debt,

Residual.

Indicator of the research variable is, table 1:

Table 1: Indicator

Xsis Sales and e, is

No. | Variable Indicator Unit
1 PI‘OfItabI|ItaS ReturnOn |nvestment:w Ratio
Asset
2| Investment (X1) | Total Asset Turn Over=-"“-x100% | Ratio
3 | Debt(Xy) Debt to Equity Ratio=—<2 x100% | Ratio
Equity
4 | Sales (X3) Sales Growth=% X100% Ratio

Before the regression model is used to draw conclusions, the model must be testedclassical assumption testwhich

is useful to know whether there is normality, multicollinearity, heteroscedasticity and autocorrelation in the

regression model [34].

IV. RESULTS AND FINDINGS
A. Results

Based on the formulation of problems and hypotheses, the purpose of this study is to analyze the effect of

investment, debt and sales on the profitability of manufacturing companies in the pharmaceutical industry sector

which are listed on the Indonesia Stock Exchange. Company data is described through descriptive statistics which

are part of the data analysis, used to provide an initial overview of the research variables and sample characteristics

used in the study.

Table 2: Descriptive Statistics

N | Minimum | Maximum | Mean Std. Deviation
Asset Turn Over 30 | 88,93 179,85 134,4886 | 24,80863
Debt Equity Ratio 30 | 22,16 103,07 45,3460 | 20,06520
Sales Growth 30 | -27,70 28,40 9,2352 10,39732
Return On Investment | 30 | ,01 25,26 9,4853 7,74635
Valid N (listwise) 30

Descriptive statistics explain the minimum, maximum, mean and standard deviation of each research variable.

Corporate investment is measured by the ratio of total asset turnover, with the following data:
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Table 3: Total Asset Turn Over

No | Company Name Code Year
2012 2013 2014 2015 2016
1 DaryaVarialLaboratoriaTbk 101.181 | 92.574 88.929 94.901 94.775
DVLA
2 Kimia FarmaTbk KAEF | 179.847 | 175.897 | 150.062 | 150.186 | 125.993
3 KalbeFarmaTbk KLBF 144,792 | 141.423 | 139.627 | 130.600 | 127.244
4 MerckIndonesiaThk MERK | 163.299 | 171.312 | 121.398 | 153.269 | 139.099
5 PyridamFarmaThbk PYFA 130.093 | 109.957 | 128.828 | 136.194 | 129.862
6 Tempo Scan PacificThk TSPC 143.122 | 126.756 | 174.501 | 130.180 | 138.757
Corporate debt is measured by the debt to equity ratio, with the following data:
Table 4: Debt to Equity Ratio
No | Company Name Code Year
2012 2013 2014 2015 2016
1 DaryaVariaLaboratoriaTbk 27.704 | 30.102 | 31.008 | 41.371 | 41.850
DVLA
2 Kimia FarmaTbk KAEF | 44.037 | 52.180 | 75.052 | 73.795 | 103.071
3 KalbeFarmaTbk KLBF 27.759 | 33.129 | 27.398 | 25.215 | 22.161
4 MerckindonesiaTbk MERK | 36.639 | 36.064 | 30.650 | 35.499 | 27.676
5 PyridamFarmaTbk PYFA | 54.893 | 86.495 | 77.717 | 58.020 | 58.340
6 Tempo Scan PacificTbk TSPC 38.168 | 39.995 | 37.417 | 44.905 | 42.080
Company sales are measured by sales growth, with the following data:
Table 5: Sales Growth
No | Company Name Code Year
2012 2013 2014 2015 2016
1 DaryaVariaLaboratoriaTbhk | DVLA | 20.869 | 1.315 0.194 0.194 0.194
2 Kimia FarmaTbk KAEF | 7.270 | 16.438 | 3.978 7.506 | 19.569
3 KalbeFarmaTbk KLBF | 24.969 | 17.349 | 8.539 2.988 | 8,312
4 MerckIndonesiaTbk MERK | 1.235 28.399 | -27.702 | 13,929 | 5,222
5 PyridamFarmaTbk PYFA | 16.967 | 8.954 15.448 | -2.006 | -0.140
6 Tempo Scan PacificThk TSPC 14.707 | 3.379 9.588 8.910 11.694

Multiple regression

analysis can be done

after testing classical

assumptions (normality, multicollinearity,

heteroscedasticity and autocorrelation). Normality Test aims to test whether the regression model, dependent

variable and independent variable have a normal distribution or not. A good regression model is having normal or

near normal data distribution. The basis of decision making in detecting normality is: If the data spreads around the

diagonal line and follows the direction of the diagonal line, the regression model meets the normality assumption

and vice versa if the data spreads far from the diagonal line or does not follow the direction of the diagonal line, then

the regression model does not meet the normality assumption. The normality test results in a graph of Probability

Plot using SPSS version 22 for the Return on investment variable are shown in the graph below.

Normal P-P Plot of Regression Standardized Residual

Dependent Variable: Roi
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Based on the above curve, it can be seen that the independent variable, namely the assets turnover, Debt to
Equity Ratio, Sales Growth covers around the diagram and follows the direction of the diagonal line so that the
independent data meets the normality test, then this research can be continued. The multicollinearity test was carried
out after conducting the normality test with the aim of finding out whether or not there was a correlation between the
independent variables in the regression model. A good model should not have a high correlation between
independent variables. Multicollinearity test can be seen from the value of Tolerance and Variance Inflation Factor.
Tolerance values above 0.1 and Variance Inflation Factor values below 10. The results of the multicollinearity test
can be seen in the following table:

Table 6: Multikolinearilitas

Collinearity Statistics
Model Tolerance VIF
1 (Constant)
Asset Turn Over ,970 1,031
Debt Equity Ratio | ,988 1,012
Sales Growth | 959 1,042

Based on the table above it can be concluded that there is no multicollinearity in the regression model. The value
of the Variance Inflations Factor for each independent variable is the Asset Turnover of 1.031, Debt to equity ratio
of 1.012 and Sales Growth of 1.042, smaller than 10. So it can be concluded that multicolonierity does not occur.

Thus all the independent variables studied could fulfill the requirements for using multiple linear regression models.

Heteroscedasticity test aims to test whether there is an inequality of variance from the residuals of one
observation to another in the regression model. A good regression model is if the variance from one observation
residual to another is different (heteroscedasticity). to find out whether or not you can see the plot graph between the
predicted value of the dependent variable with the residual. If there is no clear pattern, and the points spread above
and below the number 0 on the Y axis, then there is no heteroscedasticity

Scatterplot
Dependent Variable: Roi
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Figure: 2. Heteroskedastisitas
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Based on the scatterplot image above, it can be seen that the distribution of points has no clear pattern and the
data or points spread evenly above and below the number 0 on the y axis and do not converge in one place. So it can
be concluded that in this regression test there was no heteroscedasticity problem so that the regression equation was
appropriate for this study. The autocorrelation test aims to test whether in a multiple linear regression model there is
a correlation between the error of period t disturbers and errors in period t-1 (previous). To find out whether there is
autocorrelation in a regression model is done through the Durbin Watson test where if the Durbin Watson number
below -2 means there is a positive autocorrelation, if the Durbin Watson number between -2 to +2 means there is no
autocorrelation and if the Durbin Watson number is above +2 means there is a negative autocorrelation. The results
of the autocorrelation test can be seen in the following table:

Table 7: Autokorelasi

Model | R R Square | Adj. R Square | Std. Error of the Estm | Durbin-W
1 ,684° | ,468 ,407 5,966 1,115
The Durbin-Watson test results in the Table show a value of 1.115. This figure shows that the value is in the

range of values between -2 to +2, it can be interpreted that there is no positive or negative autocorrelation in the
regression equation tested. The Durbin Watson test can be concluded that the data used in this study are free from
autocorrelation and the model is fit for use. After the classical assumption test is fulfilled, the next step is to do a
Multiple Linear Regression Analysis. This analysis aims to determine whether or not the influence of independent

variables on the dependent variable. The results of multiple regression analysis can be seen in table 8 below;

Table 8: Statistic Analysis

Model Unstandardized Coef. | Standardized Coef.

B Std. Error | Beta t Sig.
Constant -3,020 | 6,540 -462 | ,648
Asset Turn Over ,159 ,045 ,508 3,499 | ,002
Debt to Equty Ratio | -,143 ,056 -,371 -2,5678 | ,016
Sales Growth -,253 ,109 -,339 -2,325 | ,028

Hypothesis testing as a whole can be done with the F test (Anova). Anova test results can be seen in table 9;

Table 9: Anova

Model Sum of Squares | Df | Mean Square | F Sig.
Regression | 814,878 3 271,626 7,632 | ,001°
Residual 925,296 26 | 35,588

Total 1740,174 29

From the ANOVA (Analysis of Variance) test, it shows that a value of Fcount is 7,632> F table of 2,960 a
significant value of 0.001 where the significance level is smaller than specified a = 0.05. These results indicate that
the independent variables, namely Asset Turn Over, Debt to Equity Ratio, Sales Growth simultaneously or together
have a positive and significant effect on Return On Investment. Partial test aims to determine the effect of one
independent variable (Asset Turnover, Debt to Equity Ratio, Sales Growth) individually in explaining the dependent
variable (ROI) significantly. With a significant level of 5% (o = 0.05). Based on the t test results obtained a
significant value of the variable Asset Turn Over of 0.002, Debt to Equty Ratio of 0.016 and Sales Growth of 0.028.
This data shows that the independent variables individually have a significant positive and negative effect on the
company's profitability. Asset Turn Over has a positive effect while Debt to Equity and Sales growth negatively
affects the profitability of the company.
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B. Finding

Based on the results of the study, multiple linear regression equations are obtained, namely:
Y =-3,020 + 0,159X,- 0,143X,-0,253 X,+e

Return On Investmen aA constant of -3.020 indicates that if the independent variables are asset turnover (X1),
debt to equity ratio (X2), sales growth (X3) equal to zero, then the dependent variable that is Return On Investments
will be worth -3.020. Asset Turnover (X1) has a regression coefficient of 0.159. Every increase in assets turnover by
1%, the Return On Investments will increase by 0.159. Debt to Equity Ratio (X2) has a regression coefficient of -
0.143. Every increase in debt to equity ratio of 1%, the Return On Investments will decrease by -0.143. Sales
Growth (X3) has a regression coefficient of -0.253. Every increase in sales growth of 1%, the company's Return On

Investments will decrease by -0.253.
The influence of independent variables on the dependent, can be proven.
1. Turnover of Assets (X1) against ROI ().

Hypothesis testing is done by comparing tcount and t tables. The hypothesis is accepted if tcount>ttable and sig
<0.05. The value of the table at o 0.05 is 2.052. For the Asset Turnover variable (X1), the t-count value is 3.499> t
table 2.052 and the significant level value is 0.002 <0.05. So the hypothesis has been formulated in accordance with
the results of the study so that H1 is accepted. This shows that this research proves Asset Turnover (X1) has a

positive and significant effect on ROI.
2. Effect of Debt to Equity Ratio (X2) on ROI (Y).

Hypothesis testing is done by comparing tcount and t tables. The hypothesis is accepted if tcount>ttable and sig
<0.05. The value of the table at a 0.05 is 2.052. For the Debt to Equity Ratio variable, the t-count is 2.578> t table
2.052 and the significance level value is 0.016 <0.05. So the hypothesis has been formulated in accordance with the
results of the study so that H2 is accepted. This shows that this study proves Debt to Equity Ratio (X2) has a

negative and significant effect on ROI.
3. Effect of Sales Growth (X3) on ROI (Y)

Hypothesis testing is done by comparing the value of tcount and t table. The hypothesis is accepted if
tcount>ttable and sig value <a 0.05. The value of the table at a 0.05 is 2.052. For the Sales Growt (X3) variable, the
tcount is 2.325>ttable 2.052 and the significant level value is 0.028 <a 0.05. So the hypothesis has been formulated
in accordance with the results of the study so that H3 is accepted. This shows that this research proves that Sales

Growt (X3) has a negative and significant effect on ROI.
4. The determinant coefficient (R2)

The determinant coefficient (R2) is used to measure the role of the independent variable, namely Asset
Turnover, Debt to Equity Ratio, Sales Growth simultaneously explain the changes that occur in the dependent

variable, namely ROI. The value of determination is determined by R Square. R Square of 0.468 or 46.8% indicates
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that the contribution of variable Assets Turnover, Debt to Equity Ratio, Sales Growth, is equal to 46.8%. While the

remaining 53.2% is influenced by other variables outside the model not discussed in this study.

V. CONCLUSION
The investment decision is related to the decision to invest company funds in assets that are expected to generate

cash both in the current period and in the future period. Investment decisions are broadly related to the investment of
company funds into working capital, fixed assets, research and development, product or service development, and
others. Investment decisions are very important decisions, because investment is the main driving force of every
business system. The purpose of financial statements is to provide information regarding the financial position,
performance and changes in the financial position of a company that is useful for users in making decisions. The
results prove that Asset Turn Over has a significant positive effect on company profitability while Debt to Equity
and Sales Growth has a negative effect on company profitability. Based on the results of the study it can be
concluded that company managers must be able to increase the profitability of the company through asset
management, debt and sales. Asset turnover is a ratio to measure the level of effectiveness of the use of all company
assets in order to generate sales or describe how much rupiah the company obtained from net sales or investments
that have been carried out. The higher the turnover of assets produced by the company, the more effective the level
of use of these assets in generating total net sales. If the resulting ratio is low, it is an indication that the company is
not using its assets effectively in generating net sales. If that happens, then the company must increase sales, sell

some assets, or do a combination of both.

Debt is one aspect that is the basis of assessment for investors to measure financial conditions. Debt is an
obligation that must be paid off by the debtor, if it is not paid on time, it will be possible for a company to receive
sanctions and consequences. Sanctions and consequences obtained in the form of transfer of ownership of assets at
one time. The intended assets are collateral for each loan, such as land, buildings, vehicles and various other forms
of assets, especially fixed assets. Sales is one of the most important and decisive functions of marketing for
companies in achieving company goals. The company's goal is to make a profit and maintain the company's
survival. Sales are now expected to be greater than the previous period. Sales must be able to cover costs so as to
increase profits, so companies can determine steps to anticipate the possibility of ups and downs in sales in the
coming year. Sales growth reflects changes in sales increase or decrease from year to year which can be seen from
each company's income statement. A good company can be seen from the aspect of sales from year to year that
continues to increase. This will impact on increasing company profits so that the company's internal funding also

increases.

ACKNOWLEDGMENT
Thank you to all those who have helped the writer in completing this article, may be useful for us all.

REFERENCES

[1] Bolaji, A. A., Olukayode, M. E., & Abdulmaliq, A. A. (2011). Strategic development financing mix and
economic growth in Nigeria. Pakistan Journal of Business and Economic Review, 1(1), 1-13.

DOI: 10.37200/1JPR/V2412/PR200514
Received: 24 Dec 2019 | Revised: 08 Jan 2020 | Accepted: 19 Jan 2020 2139



International Journal of Psychosocial Rehabilitation, Vol. 24, Issue 02, 2020
ISSN: 1475-7192

(2]
(3]

[4]
(5]
(6]
(7]
(8]

(9]

[10]
[11]
[12]
[13]
[14]
[15]
[16]
[17]
(18]
[19]
[20]
[21]
[22]

[23]

[24]
[25]

[26]

Arshad, Z., & Gondal, M. Y. (2013). Impact of working capital managemet on profitability a case of the
pakistan cement Industry. Interdisciplinary Journal of Contemporary Research in Business, 5(2), 384-391.
Saghir, A., Hashmi, F. M., & Hussain, M. N. (2011). Working capital management and profitability:
Evidence from India an empirical study. Interdisciplinary Journal of Contemporary Research in Business,
3(8), 1092-1105.

Aysun, U. (2012). Capital flows, Maturity mismatches, and profitability in emerging markets: Evidence
from bank level data. The Journal of Developing Areas, 46(1), 211-239.

Gill, A., Biger, N., & Mathur, N. (2011). The effect of capital structure on profitability : Evidence from the
united states. International Journal of Management, 28(4), 3—-15.

Yazdanfar, D. (2013). Profitability determinants among micro firms: evidence from Swedish data.
International Journal of Managerial Finance, 9(2), 151-160.

Goel, S. (2013). Working capital management efficiency and Firm Profitability: A Study of Indian Retail
Industry. South Asian Journal of Management, 20(3), 104-121.

Aminu, Y., & Zainudin, N. (2012). An analysis of proposed framework on impact of working capital
management on the profitability of selected manufacturing companies listed on the Nigerian Stock
Exchange. Journal of Economics and Behavioral Studies, 4(12), 730-736.

Raheman, A., Qayyum, A., & Afza, T. (2011). Sector-wise performance of working capital management
measures and profitability using ratio analysis. Interdisciplinary Journal of Contemporary Research in
Business, 3(8), 285-303.

Rajdev, M. A. (2013). Working capital management of Makson Healthcare PVT Ltd: A trade-off between
liquidity and profitability, an empirical study. International Refereed Research Journal, IV(3), 87-94.
Afrifa, G. A. (2016). Net working capital, cash flow and performance of UK SMEs. Review of Accounting
and Finance, 15(1), 21-44.

Agha, H. (2014). Impact of working capital management on profitability. European Scientific Journal,
10(1), 374-381.

Ngwenya, S. (2012). The relationship between working capital management and profitability of companies
listed on the Johannesburg Stock Exchange. Journal of Modern Accounting and Auditing, 8(8), 1204-1213.
Pimplapure, V. U., & Kulkarni, P. P. (2011). Working capital management: Impact of profitability. SCMS
Journal of Indian Management, Oct(1), 53-60.

Almazari, A. A., & Almumani, M. A. (2012). Measuring profitability efficiency of the Saudi National
Banks. International Journal of Business and Social Science, 3(14), 176-186.

Tauringana, V., & Afrifa, G. A. (2013). The relative importance of working capital management and its
components to SMEs’ profitability. Journal of Small Business and Enterprise Development, 20(3), 453-469.
Valipour, H., Moradi, J., & Farsi, F. D. (2012). The Impact of company characteristics on working capital
management. Journal of Applied Finance & Banking, 2(1), 105-125.

Altan, M., & Sekeroglu, G. (2013). The effects of working capital financing strategies on profitability: A
Research on Companies Listed on ISE. Journal of Institute of Social Science, 30(1), 223-228.

Ammons, J. L., & Gosman, M. L. (2012). Cautions when using working capital metrics to assess firms
Financial health. Journal of The International Academy for Case Studies, 18(3), 11-15.

Barios-Caballero, S., & Garcia-Teruel, P. J. (2012). How does working capital management affect the
profitability of Spanish SMEs ? Small Bus Econ, 39(1), 517-529.

Bilal, A. R., Naveed, M., & Taliv, N. A. (2011). Impact of working capital on profitability of Cement Sector
of Pakistan. Interdisciplinary Journal of Contemporary Research in Business, 3(7), 661-667.

Hsieh, C., & Wu, C. Y. (2013). Working capital management and profitability of publicly traded Chinese
Companies. Asia Pacific Journal of Economic and BUsiness, 17(1), 1-11.

Jamalinesari, S., & Soheili, H. (2015). The Relationship between the Efficiency of Working Capital
Management Companies and Corporate Rule in Tehran Stock Exchange. Social and Behavioral Science,
205(May), 499-504. https://doi.org/10.1016/j.sbspro.2015.09.052

Madishetti, S., & Kibona, D. (2013). Impact of accounts receivables management on the profitability of
SMEs in Tanzania. Asian Journal of Research in Banking and Finance, 3(2), 1-15.

Joshi, L. K., & Ghosh, S. (2012). Working capital management of cipla limited: An empirical study.
International Journal of Marketing, Financial Services & Management Research, 1(8), 170-186.
Khalfallah, M., Moschetto, B.-L., & Teulon, F. (2014). Evaluation Of The Profitability Of Companies
Financed By Venture Capital (CVC) Listed On The French Market. The Journal of Applied Business
Research, 30(2), 313-328.

DOI: 10.37200/1JPR/V2412/PR200514
Received: 24 Dec 2019 | Revised: 08 Jan 2020 | Accepted: 19 Jan 2020 2140


https://doi.org/10.1016/j.sbspro.2015.09.052

International Journal of Psychosocial Rehabilitation, Vol. 24, Issue 02, 2020
ISSN: 1475-7192

[27]

[28]

[29]
(30]

[31]

[32]
[33]

[34]

Makori, D. M., & Jagongo, A. (2013). Working capital management and firm profitability: Empirical
evidence from manufacturing and construction firms listed on Nairobi Securities Exchange , Kenya.
International Journal of Accounting and Taxation, 1(1), 1-14.

Mursalinil, W. 1., Maison, W., Sukraini, J., Das, N. A., Afniyeni (2018). The Effects of Assets and Debts on
Profit Among Advertising, Printing and Media Listed Firms in Indonesia: International Journal of
Engineering & Technology, 7 (4.9), 232-235.

Singh, S., Jain, & Yadav, S. (2013). Financial management analysis of profitability of selected Idustries in
India: Empirical research findings. Journal of Financial Management and Analysis, 26(1), 75-95.

Mursalini, W.1., Husni T., Hamidi M. (2017).Analysis of funding, working capital turnover, liquidity and
sales growth to profitability. Adv Sci Lett. 23(9):8341-6.

Mursalini, W.I., Husni, T., Hamidi, M., Ridwan, E., Arfimasri. (2017). Analysis of cash conversion cycle
and sales growth to liquidity. In: Annual conference on economics, business, accounting and social sciences
(ACEBASS), Theme sustainability development in achieving economic independence. LPTIK Universitas
Andalas.266-71.

Wooldrige, J. M. (2013). IntroductoryEconometrics: A Modern Approach. USA: South-Western Cengage
Learning.

Widyaningsih, A., Susilawati, M., & Sumarjaya, I. W. (2014). Estimasi Model Seemingly Unrelated
Regression ( SUR ) dengan Metode Generalized Least Square ( GLS ). Jurnal Matematika, 4(2), 102-110.
Wilson Uchenna, A., Ifeoma Mary, O., & David Okelue, U. (2013). Effects of working capital management
on profitability: evidence from the topfive beer brewery firm in the world. Asian Economic and Financial
Review, 2(8), 966

DOI: 10.37200/1JPR/V2412/PR200514
Received: 24 Dec 2019 | Revised: 08 Jan 2020 | Accepted: 19 Jan 2020 2141



	Introduction
	Literature Review And Hypotheses Development
	A. Profitability
	B. The Relationship between Investment and Company Profitability
	C. The Relationship between Debt and Company Profitability
	D. The Relationship between Sales and Company Profitability

	Methodology / Materials
	A. Data Collection
	B. Data Analysis

	Results And Findings
	A. Results
	B. Finding

	Conclusion
	Acknowledgment
	References

