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Abstract

This research aims to learn more about how working capital turnover (WCT), total assets as a metric
of firm size, and firm age affect profitability as measured by ROE. The primary data source in this
quantitative study comes from yearly accounts of state-owned banks obtained on the www.idx.co.id
website. Multiple linear regression analysis and descriptive statistical analyses which have been used
in the past under a classical assumption test, are also methods of data analysis. The results of work
capital turnover and company age were not significant in relation to the ROE, based on data analysis
and partial test results. In particular, the size of firms is a variable which has significant impact on return
on equity. In part, the profitability of state-owned banks was not significantly influenced by
independent variables in this study. Therefore, it is necessary to add appropriate independent
variables that may have an impact on the profitability and which can be used in different data analysis
techniques.
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1. Introduction

Indonesia's economic condition amid the current pandemic certainly dramatically affects the
profitability of private companies and SOEs. A business must improve its performance to maintain
business continuity and achieve company goals. The purpose of a company is to maximize value or
maximize shareholder wealth. A company's growth and performance is an indicators of whether or
not the company's goals are achieved (Putra & Badjra, 2015). The company's performance can be
measured through profitability.

In profit-focused businesses, profitability is an essential component. The ability of a business
to generate profits by using its working capital allows it to pay off debts and distribute profits to
investors in the form of dividends (Aaron & Jeandry, 2018). Managers must manage WCT factors,
company size, and company age that may affect company revenue to maximize profits. Working capital
is referred to as the "heart" of a company, and it is undeniable that working capital is one of the most
critical components of a corporation. Business profitability is significantly influenced by management
governance over working capital (Jauhari, 2016). However, Pratiwi & Ardini's (2019) research found
that WCT did not influence profitability. With working capital that does not impact profitability, the
company's profitability will not increase due to the turnover of working capital that is used inefficiently,
causing sales to be lower (Meidiyustiani, 2016). One of the criteria determining a company's potential
to generate profits is its size (Febria & Halmawati, 2014) because businesses with more total assets
can increase profits quickly.

Meanwhile, according to Nurdiana (2018), profitability is significantly independent of the
company's size. According to Ayani et al. (2016}, companies that have been operating for a long time
may not necessarily be able to generate more profits than those that have just opened. Meanwhile,
according to Sefiani & Sitohang (2015), the company's age affects profitability, so the longer the
company is established, it can determine the level of profitability. It is because management's
experience in managing company operations can make long-running businesses have more consistent
profitability than newly established businesses, making them better equipped to handle various risks
in the future.

Based on the results of previous studies, variables that affect profitability, such as WCT,
company size and company age, obtained inconsistent results. So there is still a theoretical gap, so it
becomes a reference for the author to conduct further research. It is to provide better research on the
impact of WCT, size and age of companies on profitability.




The object of research is a state-owned bank listed on the IDX in 2017-2021. Based on Article
29 Paragraph (2) of the Banking Law, the bank's obligation in carrying out its business activities is to
maintain its health following the rules governing capital, asset quality, profitability, and other elements
related to bank services, and each of its operations is based on the precautionary principle. Therefore,
in carrying out its activities, banks must be guided by sound banking principles to maintain stable
profitability and avoid losses for the bank and the public. With a span of 5 years of observation, it is
hoped that this study can provide information from more accurate research results.

2. Method

The research was conducted on state-owned banks listed on the IDX in 2017-2021 and is quantitative
research with annual financial statements from state-owned banks downloaded from www.idx.co.id
as a secondary data source. The WCT variable is divided by total sales (current assets - current debt).
The company's size is proxied by the total assets of state-owned banks at the end of the period. The
age of the company is the year of observation minus the year of establishment of the company. While
profitability as a dependent variable is measured using Return On Equity (ROE).

Research data analysis methods include multiple linear regression analysis and descriptive
statistical tests, and SPSS 26 applications are used to process data. Classical assumption tests are
carried out before multiple linear regression analysis to ensure that there are no problems of
normality, multicollinearity, heteroscedasticity, or autocorrelation in the regression model. A
simultaneous F-regression test and a partial T-test were used to test the variables in this study.

3. Result and Discussion
3.1 Descriptive Test
A descriptive statistical test was performed to obtain a summary of the data. The most minor,
significant, mean, and standard deviation sums can be used to get a picture of the data (Pratiwi &;
Ardini, 2019). From Table 1, the mean result of working capital turnover is positive 0.1550, marked by
a maximum value of 0.533, a minimum value of 0.005, and a standard deviation of 0.159. The variable
size of the company obtained a minimum value of 37869176 and a maximum value of 1725611127
with a mean of 861869982.95 and a standard deviation of 583312484.111. The company's age variable
obtained a minimum value of 20 and a maximum value of 125, with a-mean of 78.51 and a standard
deviation of 41.337. As for profitability measured by ROE, the result is a minimum value of 0.010 and
a maximum value of 0.170 with a mean of 0.09900 and a standard deviation of 0.0485.

Table 1. Descriptive Result

N Range Mean Std. Dev.
WCT 20 0.005-0.533 0.155 0.159
Company Size 20 37869176- | 861869982.95 | 583312484.111
1725611127
Company Age 20 20-125 78.51 41.337
Profitability 20 0.01-0.17 0.099 0.0485
(ROE)

3.2 Normality Test

This test intends to determine whether the distribution model variables are standard. The data is called
normally distributed if Asymp.Sig (2-tailed) > 0.05 (Ghozali, 2006). Based on the Kolmogorov-Smirnov
Test from data processing, Asymp.Sig (2-tailed) results were obtained worth 0.127, which means that
the variables of this study are standard with a normality test result value of > 0.05. In addition, based
on the results of the probability plot normality test, it is also obtained that the plotting data that




represents the actual data follows a diagonal line, meaning that the regression model has a normal
distribution.

3.3 Multicollinearity Test

Testing is intended to ascertain whether there is a relationship between independent variables in the
regression. If thereis no relationship between independent variables, then regression is good. Looking
at the VIF test and tolerance value is one way to find signs of multicollinearity. If VIF < 10, there is no
multicollinearity (Ghozali, 2011). Based on the results of the multicollinearity test using IBM SPSS
Statistics 26, the VIF value of working capital turnover was 1,096, the company size was 1,100, and the
company age was 1,005. The VIF value of the three variables is below 10, then seen from the results
of the tolerance value < 0.10. Thus, the research regression model did not experience multicollinearity.

3.4 Autocorrelation Test

Autocorrelation testing between variables showed Durbin Watson (d) results worth 1.762. This value
lies in du (1.676) < d (1.762) < 4-du (2.324). With these results, it means that there are no symptoms
of autocorrelation.

3.5 Hypothesis Test

The partial T-test examines the effect of WCT, company size, and company age on the dependent
variable, profitability (ROE), assuming a significant level of 0.05. In the partial T-test, there are two
criteria, namely the first significance value < 0.05, which means that the independent variable affects
the dependent variable (Ghozali, 2011). Then the second is that the independent variable does not
affect the dependent variable if the significance value > 0.05. In addition, the value of the calculated
table can also be used as a basis for decision-making. If the calculated t value > t table, it means that
the independent variable affects the dependent variable (Sujarweni, 2014).

Table 2. t test result

Model B Std. Error t statistics Sig.
Constant 0.052 0.031 1.604 0.128
WCT 0.032 0.067 0.485 0.633
Company 4.63E-11 0.000 2.518 0.022
Size
Company 3.89E-5 0.000 0.156 0.877
Age

a. Dependent variable: Profitability (ROE)

The test results in Table 2 of the partial t-test showed that the variable working capital turnover
does not significantly influence profitability (ROE). It is because the WCT significance results are 0.633
> 0.05. Then with a calculated value of 0.485 < t-table 2.120 also means that WCT does not affect ROE.
This result means that state-owned banks still need to be more effective in managing working capital
utilization. With effective utilization of working capital, the company will obtain high profits to increase
company profitability (Pratiwi & Ardini, 2019). This research follows (Arif et al., 2015; Meidiyustiani,
2016; Pratiwi & Ardini, 2019), which state that WCT significantly does not affect profitability. The
company's variable size affects the ROE level with a significance of 0.022 < 0.05. The company's size
affects the ROE with calculated values of 2,518 > 2,120. Profitability is positively significantly affected
by the company's size; therefore, the more assets it has, the more profitability it can achieve. The
company's age variable did not significantly influence ROE, with a significance value of 0.877 > 0.05
and a calculated value of 0.156 < 2.120. That is, the length of time the company has been established




cannot predict or explain the increase in profitability. Long-running businesses are only sometimes
more profitable in terms of profitability than newly-running businesses. These results are in line with
(Ayani et al., 2016; Novyanny & Turangan, 2019; Zuchrinata & Yunita, 2019) but not in line with
research (Harahap et al., 2017; Sefiani & Sitohang, 2015) which explains that the age of the company
has a significant effect on the profitability of a company.

F-test aims to determine whether the independent variable influences the dependent variable
in the study. If the significance < 0.05 means that the independent variable affects the dependent
variable simultaneously (Ghozali, 2011).

Table 3. Ftest

Model SS df MS F Sig.
Regression 0.013 3 0.004 2.141 0.135°

Error 0.032 16 0.002

Total 0.45 19

a. Dependent Variable: Profitability (ROE)
b. Predictors: (Constant), Company Size, WCT, Company Age

From Table 3, the significance value is 0.135 > 0.05, which means that profitability (ROE) is not
simultaneously influenced by WCT variables, company size and company age. According to (Sujarweni,
2014), if the calculation > f table means that the independent variable affects the dependent variable.
The calculation of the f table can be formulated as (k; n-k) = (3; 20—3) = (3; 17), where k is the number
of independent variables. So obtained f table worth 3.20. With a calculated value of 2.141 < f table
3.20 means that the independent variable of this study does not have a significant effect on the
dependent variable.

Conclusion

From the results of the discussion of testing and analysis of research data, it was concluded that WCT
did not significantly affect ROE. It means that state-owned banks still need to utilise working capital
for operational activities effectively. The company size in this study has a significant positional influence
on ROE. It means that the higher the assets owned by the company, the greater the profitability
obtained. While the age of the company partially does not affect profitability. It means that the length
of time a state-owned bank has been established cannot indicate the level of profitability. Then, the
level of profitability of state-owned banks is not partially influenced by WCT variables, company size
and company age.

With the existing conclusions, there are suggestions for further research, namely the need to
add relevant independent variables that may affect profitability. Then also, the research period can be
increased to provide a broader picture related to the data taken. Further researchers can also use other
ratios in measuring independent and dependent variables. In addition, future research can also be
used other data analysis technigues.
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