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INTRODUCTION

In this era of globalization, the industrial world is growing quite rapidly.
Indonesia is a country with a very large population (Fernandez, Almaazmi, & Robinson,
2020). Along with a large population, the level of public consumption also increases
(Huong et al., 2020). In general, this sector makes a major contribution to the formation
of the national Gross Domestic Product (GDP) and foreign exchange earnings (Adofu,
Taiga, & Tijani, 2015), (Isa, Jimoh, & Achuenu, 2013), (lzuchukwu, 2011). The
industrial sector is believed to be a sector that can lead other sectors in an economy
towards progress (Aremu & Adeyemi, 2011). This is because the industrial sector has a
very wide variety of products and is able to provide high benefits to its user obtained in
order to remain able to provide variety in its products and still provide high benefits. In
maintaining the profits the company uses the ratio profitability. Where in this study
researchers use return on assets to measure the level of profitability obtained from
consumer goods companies.

Return On Assets (ROA) is used to measure the effectiveness of the company in
generating profits by utilizing its total assets (Suardana, Astawa, & Martini, 2018). The
higher this ratio, the better, but ROA in consumer goods companies always fluctuates (up
and down) every year. To measure or assessing return on assets there are various factors
that can influence it, one of which is the Current Ratio (CR)

Current ratio is a measuring tool used to measure the company's ability to pay
short-term obligations (Irman & Purwati, 2020). Current debt in consumer goods
companies often increases, if current debt continues to rise it will cause problems for the
company itself. In addition to the current ratio, the debt to equity ratio also has an
influence on the return on assets.

Debt to Equity Ratio (DER) is a ratio used to assess debt to equity. For
companies, the bigger this ratio, the worse it will be (Heikal, Khaddafi, & Ummah, 2014).
Because it will be able to cause losses to the company if the amount of debt is greater
than its own capital. Besides the debt to equity ratio, there is also the effect of inventory
turnover on return on assets.

Inventory turnover is a ratio used to measure how many times the funds invested
in this inventory rotate in a period. The smaller this ratio the less good because it will
affect the profit of the company. However, ITO consumer goods companies always
experience a decline, which is not good for the company.

RESEARCH METHOD

Researchers conducted research on Consumer Goods Industrial Companies listed
on the Stock Exchange Indonesian Securities for the 2015-2018 period through the
internet with the website www.idx.co.id. The approach taken by the researcher is a
quantitative research method. The population in this study is the Consumer Goods
Industry Sector listed on the Indonesia Stock Exchange as many as 39 companies. The
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sample was selected using the purposive sampling method, namely the selection of
samples based on the suitability of the characteristics up to the criteria certain selection.
In this study, the criteria set are as follows:

1. Companies listed on the IDX for the period 2015-2018

2. Companies that issue complete financial statements for the 2015-2018 period.

3. Companies that generate positive profits for the 2015-2018 period.

Data collection was carried out in two stages, the first stage was carried out
through library research, through books related to the problems studied. In the second
stage, secondary data collection was obtained from the internet through the website
www.idx.co.id to obtain data on the financial statements needed in this study. The data
used in this study is secondary data. The data obtained in this study are quantitative data.

RESULT AND DISCUSSION

A. Descriptive Statistical Research Results

In this study, the research used descriptive statistics. Descriptive statistics will
provide an overview of the minimum value, maximum value, average value (mean) and
standard deviation or standard deviation used in this study. Based on the results of the
descriptive statistical test data from the table above, it can be explained that:
1. The current ratio variable has a sample (N) of 104, with a minimum value of
1.64. The maximum value is 2.42. The mean (mean value) 1.9967. The standard
deviation (standard deviation) of this variable is 0.14980.
2. The variable debt to equity ratio has a sample (N) of 104, with a minimum value
of 1.35. Maximum value 2.04. Mean (mean value) 1.6579. The standard
deviation (standard deviation) of this variable is 0.14376.
3. The inventory turn over variable has a sample (N) of 104, with a minimum value
of 1.87. Maximum value 3.37. The mean (average value) is 2.2594. The standard
deviation (standard deviation) of this variable is 0.174109.
4. The return on asset variable has a sample (N) of 104, with a minimum value of
0.74. Maximum value 1.69. Mean (mean value) 1.3257. The standard deviation
(standard deviation) of this variable is 0.16043.
B. Classical Assumption Test Results Normality Test Data

The normality test aims to find out the data used in this study has a normal
distribution or there is a violation of assumptions that result in the data being invalid. In
testing the normality test there are several ways that can be used, in this study the
researcher uses 2 whether the data is normally distributed or not, namely:
1. Statistical analysis
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Figure 1. Histogram Diagram Normality Test Results
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From the observations in Figure 1, it shows that the curve is distributed with a
normal, symmetrical pattern, there is no skewness to the left or right, it can be said that
the data studied in the regression model meet the requirements of the assumption of
normality. The normality test will also be presented in the form of a normal plot graph as
follows:

Histogram
Dependent Variable: ROA

WMean = 8 o5e-1 7
il Dev. = 0 9085
N=104

VP

Frequency
\~|

] ﬂd ]

t ¥

4 3 2 1 D
Regression Standardized Residual

Figure 2 P-Plot Data Normality Test Results
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Figure 2 shows the spread of the points that spread on the diagonal line and
follow the direction of the diagonal line, so the regression model of this study has met the
criteria for the assumption of normality. However, to confirm the fulfillment of the
normality assumption, the researcher conducted a normality test for the Kolmogorov-
Smirnov analysis by making a hypothesis: HO: Residual data is normally distributed Ha:
Residual data is not normally distributed.

Table 1 One-Sample Kolmogorov-Smirnov Test
Unstandardized

Residual

N 104

Normal Parameters®® 0000000 0E-7

15201483 ,50755551

,081 ,105

Most ExtremeDifferences 061 ,060

-,081 -,105
Kolmogorov-Smirnov Z 081
Asymp. Sig. (2-tailed) ,090°

a. Test distribution is Normal.
b. Calculated from data.

In Table 1, the K-S results are 0.090 with Asymp. Sig. (2-tailed) is at 0.090,
which means it exceeds the 0.05 significance level, this means H1 is rejected and HO is
accepted which states that the residual data is normally distributed.

Multicollinearity Test
Multicollinearity test aims to test whether or not there is a correlation coefficient

between the independent variables in the regression model of this study.
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Table 2. Multicollinearity test result

Unstandardized Standardized Collinearity
Coefficients Coefficients Statistics
Model B Std. Error Beta t Sig. Tolerance VIF
(Constant) 2,681 1,471 1,822 ,071
CR ,000 ,049 ,001 ,008 ,994 351 2,853
DER -,035 ,090 -,063 -,391 ,697 352 2,842
ITO ,035 ,013 267 2,768 ,007 ,992 1,008

a. Dependent Variable: ROA

The results of the multicollinearity test above show that the independent variable
has a tolerance value of more than 0.10, namely 0.351, 0.352 and 0.992 and the
independent variable has a variance inflation factor (VIF) value of less than 10, namely
2.853, 2.842 and 1.008. So it can be concluded that there is no multicollinearity between
independent variables in the regression model.

Autocorrelation Test

The autocorrelation test aims to test whether in the regression model there is a
correlation between the confounding error in period t and the error in period t-1, the
hypotheses to be tested are:

HO: no autocorrelation (r = 0) Ha: no autocorrelation (r 0)
Table 3. autocorrelation test result

Adjusted R Std. Error of the Durbin-Watson
Model R R Square Square Estimate
1 ,278% ,077 ,050 1,48625 2,145
a. Predictors: (Constant), ITO, DER, CR

b. Dependent Variable: ROA

The results of the autocorrelation test used in this study are the Durbin-Watson
test, Table 3 shows the Durbin-Watson value of 1.959 with a sample value (n) of 104
from the explanatory variable as much as 2 (k), then it is known that the dl value is
1.6415 and the value of du is 1.7198. Based on the table, it shows that the results of the
completion of the indications of positive autocorrelation and negative autocorrelation. It
can be seen by the decision of the Durbin-Watson test that du < d < 4 — du, then the result
is fulfilled where 1.7198 < 1.959 < 2.2802. So it is concluded that HO is accepted, that is,
there is no autocorrelation in the regression model of this study and H1 is rejected.
Heteroscedasticity Test

The heteroscedasticity test aims to test whether in the regression model there is
an inequality of variance from the residuals of one observation to another. The following
are the results of the heteroscedasticity test of scatterplot analysis.

1218 http://eduvest.greenvest.co.id



Helman

Scafrerpiot
Dependet Vrlatie ASS_UT2

Regrestian Standardized Predited Valee

Fagrassion Soudertized Residun

Figure 3. Heteroscedasticity Test Results Scatterplot Analysis

Figure 3 shows the random distribution of points both above and below zero (0)
on the Y axis, this can be indicated that there is no heteroscedasticity in the regression
model of this study. To confirm the results, the researchers conducted a glejser test, here
are the results of the glejser test:

Standardized

Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) -,196 ,529 -,371 711
CR ,049 ,139 ,072 ,354 124
DER ,080 ,145 112 ,553 ,581
ITO ,034 ,059 ,057 ,569 571
a. Dependent Variable: ABS_UT

Based on the results of table shows the significant value of the variable current
ratio (0.724), debt to equity ratio (0.581) and inventory turnover (0.571) > 0.05, it is
concluded that there is no heteroscedasticity.

Research Data Analysis Results

After testing with the classical assumption test, a statistical test of the regression
model will be carried out to see the influence between the independent variable and the
dependent variable either partially or individually or jointly or simultaneously.

Research Model

Based on the results in the multiple linear regression model, it can be obtained an

explanation as follows:

Standardized

Unstandardized Coefficients Coefficients Collinearity
_ Statistics
Model B Std. Error Beta t Sig. Tolerance VIF
(Constant) 1,694 ,782 2,166 ,033
CR -,204 ,206 -,190 -,991 324,243 4,113
DER -,316 215 -284  -1,474 144 243 4,120
ITO ,249 ,088 271 2,849 ,005 ,994 1,006

a. Dependent Variable: SQRT_ROA
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Through the data in Table 1V.10 above, the multiple linear regression equations
contained in this study are: Y = 1.694 - 0.204X1 - 0.316X2 + 0.249X3

1. The constant of 1.694 states that if the independent variables, namely the current ratio,
debt to equity ratio and inventory turnover are considered constant or zero, then the
return on assets is valued at 1.694.

2. Current ratio regression coefficient of -0.024 states that if the current ratio decreases
by 1, other variables remain constant, the return on assets will decrease by 0.024.

3. Debt to equity ratio regression coefficient of -0.316 states that if the debt to equity
ratio decreases by 1, other variables remain constant, the return on assets will decrease
by 0.316.

4. The inventory turn over regression coefficient of 0.249 states that if the inventory
turnover increases by 1, other variables remain constant, the return on assets will
increase by 0.249.

The following table shows the results of the hypothesis determination coefficient
test:

Adjusted RStd. Error of the
Square Estimate

1 ,407° ,165 ,116 52227 2,263

a. Predictors: (Constant), SQRT_ROE, SQRT_CR, SQRT_DAR
b. Dependent Variable: SQRT_DPR

Model R R Square Durbin-Watson

Based on table data shows that the adjusted R square is 0.075, meaning that the
ability of the independent variables current ratio, debt to equity ratio and inventory
turnover in explaining the variation of the dependent variable return on assets is 7.5%
while 92.5% is explained by other variables. which are not examined such as debt to asset
ratio, total asset turnover and others.

Simultaneous Hypothesis Testing (F Test)

The F test statistic test shows that all independent variables simultaneously or
jointly affect the dependent variable. The proposed hypothesis describes the influence of
CR, DAR, and ROE on the assessment. Here are the results of the F-test:

Model Sum of Squares Df Mean Square
. Re_gre 271 3 090 3791  ,013° Regression 2,758
ssion
Residual 2.380 100 024 L Residual 13,91
Total 2,651 103 Total 16,66

a. Dependent Variable: SQRT_ROA
b. Predictors: (Constant), ITO, CR, DER

From the table above, it can be seen from the Fcount value of 3.791 compared to
the value of Ftable 2.70 then Fcount> Ftable means HO is rejected and H1 is accepted
with a significant value of 0.013 which is smaller than 0.05 then the current ratio, debt to
equity ratio and inventory turn over simultaneously significant effect on return on assets
in consumer goods companies listed on the Indonesia Stock Exchange for the period
2011-2014.
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Partial Hypothesis Testing (t Test)

The t-test aims to determine whether there is an effect of the independent variable
on the dependent variable individually. The following table is presented regarding the
results of the t test:

Coefficients?

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 1,694 ,782 2,166 ,033
CR -,204 ,206 -190  -991 ,324
DER -,316 ,215 -284  -1,474 ,144
ITO ,249 ,088 271 2,849 ,005

a. Dependent Variable: SQRT_ROA

From the calculation of ttable which displays a significance of 0.05. To determine
the value of ttable, we must first know the degree of freedom (df) can be found using the
formula df = n (number of samples/observations) — k (number of variables studied) so
that in this study the number of samples was 104 and the number of variables studied is 4
so df is 100.

After knowing the degree of freedom (df), the next step is to determine the level.
Then looking at the table shows the results of 1.98. Based on the provisions of tcount >
ttable, from the table IV.13 test above, the test results for the CR variable are 0.991 with a
significance of 0.324 indicating that the CR variable has an effect on return on assets.

This is indicated by the comparison of tcount (0.991) < ttable (1.98), it is known
that the hypothesis HO is accepted and H1 is rejected, meaning that the current ratio (CR)
partially has no significant effect on the return on assets of consumer goods companies
listed on the Stock Exchange. Indonesia for the 2015-2018 period. Based on the
provisions of tcount> ttable from the results of the statistical test t-test table V.13 above
shows the results of the t-test for the debt to equity ratio (DER) variable is 1.474 with a
significant of 0.144 indicating that the debt to equity ratio variable has a significant effect
on return on assets. . This is indicated by the comparison of tcount (1.474) < ttable (1.98),
it is known that the hypothesis HO is accepted and H1 is rejected, meaning that the debt to
equity ratio (DER) partially has no significant effect on return on assets in consumer
goods companies listed in Indonesia Stock Exchange 2015-2018 period.

While the inventory turn over variable shows a significant value of 0.005 which
indicates an indication of 2-sided significance is 0.025 obtained from 0.05 divided by 2.

The effect on the dependent variable can be seen by the t-test is 2.849 > ttable
(1.98), it can be said that the hypothesis HO is rejected and H1 is accepted, meaning that
inventory turnover partially has a significant effect on return on assets in consumer goods
companies listed on the Stock Exchange. Indonesian Securities for the 2015-2018 period.

Discussion of Research Results The Effect of Current Ratio on Return on Assets

Based on the partial test results, it shows that the Current Ratio (CR) produces a
value of tcount (0.991) < ttable (1.98) on return on assets. A negative current ratio
indicates that the higher the current ratio, the lower the profit earned by the company. A
high current ratio actually reflects favorable business conditions. For example, when
business activity declines, the company will pay its current debt, and this will result in an
increase in the current ratio where the return on assets will decrease.

The Effect of Current Ratio, Debt to Equity Ratio and Inventory Turn Over on Return on
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This is in accordance with the theory which reveals that a high current ratio will
have a negative effect on the ability to earn profits (Fadhilah, 2019). Because some of the
working capital does not rotate and experiences unemployment. However, this is
inversely proportional to the research results obtained, that the high or low current ratio
does not affect the level of return on assets.

The results of this study are supported by research conducted by (Pramesti,
Wijayanti, & Nurlaela, 2016) which shows that. This proves that the increase or decrease
in the current ratio does not affect the high or low return on assets. As happened to PT
Indofarma, Tbk current ratio decreased by 4.31 in 2016 while return on assets in 2016
increased by 0.14. Meanwhile, in 2018 the current ratio increased by 5.18 and the return
on assets decreased by 0.07. So it can be concluded that partially the current ratio has no
significant effect on return on assets in Consumer Goods Companies Listed on the
Indonesia Stock Exchange for the 2015-2018 period.

The Effect of Debt to Equity Ratio on Return on Assets

Based on the partial test results show that the Debt to Equity Ratio (DER)
produces a value of tcount (1.474) < ttable (1.98) on return on assets. return on assets, the
results of this study are not in accordance with the researcher's hypothesis which states
that the Debt to Equity Ratio (DER) has a partial effect on return on assets in that the
current ratio partially has no significant effect on return on assets. with the research
hypothesis which states that consumer goods companies are listed on the Indonesia Stock
Exchange for the 2015-2018 period. This is because the main increasing company. If the
debt increases, the profit earned by the company as the company's main source of funds
will be smaller in percentage.

This is contrary to the theory which states that a high level of leverage is
expected to result in high operating profit. However, the reality in this study is that the
debt to equity ratio has nothing to do with the increase in company profits. Due to the
company's profit as the main source of company funds in improving the company's ability
to operate. Therefore, if debt increases every year the company will not be able to operate
because the capital owned by the company is used to meet long-term debt. In this case, a
high level of leverage does not necessarily affect the value of high profitability as well.

The results of this study are supported by research conducted by (Sagita,
Andriyanto, & Kesumaningrum, 2015) (Fitriani, Andriyanto, Ridwan, & Andriyanto,
2020) which shows that partially debt to equity ratio (DER) has no significant effect on
return on assets (ROA).

From the discussion above, it can be concluded that in this study the debt to
equity ratio has no effect on return on assets. This is shown by the debt to equity ratio at
PT Indofarma, Tbk in 2017 which increased by 0.30 while the return on assets in 2017
decreased by 0.11. Likewise, PT Martina Berto, Tbk debt to equity ratio in 2018
increased by 0.37 and return on assets in 2018 increased by 0.05. So it can be concluded
that partially the debt to equity ratio has no significant effect on return on assets in
Consumer Goods Companies Listed on the Indonesia Stock Exchange for the 2015-2018
period.

Influence of Inventory Turn Over on Return on Assets

Based on the partial test results show that Inventory Turn Over (ITO) produces a
value of tcount (2.849) > ttable (1.98) on return on assets.

This is in accordance with the theory which reveals that a ratio that is too low
causes a large number of idle inventories which results in too many idle assets causing
losses. In the sense that when inventory turnover increases, the return on assets also
increases. The results of this study are supported by (Setiawan, 2015) which shows that
partially inventory turnover (ITO) has a significant effect on return on assets. Based on
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the research results obtained, it can be seen that the results obtained are in accordance
with the research hypothesis which states that inventory turnover partially has a
significant effect on return on assets.

CONCLUSION

Based on the results of the analysis and discussion of the four hypotheses that have
been tested using multiple linear regression analysis, it can be concluded as follows:

1. Current Ratio (CR) has no significant effect on Return On Assets in consumer goods
companies listed on the Indonesia Stock Exchange for the period 2011-2014.

2. Debt to Equity Ratio (DER) has no significant effect on Return On Assets in
consumer goods companies listed on the Indonesia Stock Exchange for the 2015-
2018 period.

3. Inventory Turn Over (ITO) has a significant effect on Return On Assets in consumer
goods companies listed on the Indonesia Stock Exchange for the 2015-2018 period.

4. Based on the test of the coefficient of determination in the adjusted R square, the
value of the coefficient of determination is 0.075, which means 7.5% is explained by
the independent variables of the study while 92.5% is explained by other variables
outside of this study. Simultaneously Current Ratio (CR), Debt to Equity Ratio
(DER) and Inventory Turn Over (ITO) have a significant effect on Return On Assets
in consumer goods companies listed on the Indonesia Stock Exchange for the 2015-
2018 period.
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