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ABSTRACT
The po4rose of the p.esent sltdy was to detamine rhe padal effecb of working

capitsl tumover. invesgnent sEucnrrc and financing stsuctune on company
pcrfonrudce, atrd wbethq iotercsl rates modcrate the effectr of workilg capital

JllFrover, inves$nent strucnre and nnancing s(ruc$re on company performancc,
l',)tNhri('n lvas l0lcxtilc c(x panir\ lislc(l (n thc Tndon.sia St(Jck Exehangr llS\)
Samples werc taken by the use of the purposiv€ sampling techniqu€ with 3 cri|eria. A
totd of l0 companief met the criteri& over the study p€riod of l0 years from 2006 to
2015. The rnultiple regrcsdon was the statistical tcchnique used for data analysis. The
firsl to third hypothesor we$rffstcd using the t-test, while the fourth hypothcsis was
tcsted using the residual tesl R!\ulls slx^red lhal workrrg capirxl tun!)!cr hd(l ()

siEnificirnt poririve effccl orr (or!rt)in] Ix.rnnnr nce. inve\tment st crurc hxrl i
srgnilicant posidve ellecl on conrpitn,- perlonnance. linitncing nructurc had no
sigllificantnegativeetltctoncornprn,y-fc'tornranccarrdieresrraresurod... cdrhc
.tlccls ()l $r)rlin! catilrl lunr^(r. in\r\lrr.nl slrurture a (l ljrrncir! \rruerur.,rr
compan) pe.lormance.

Key words: Interest Rates. wo*ing capiul umovea, inv€s0nent strucNre, financing
smrcmre, company peafomunce
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I. TNDR0DLCTION
\1r)rl;n! cxprtai rnrnlll.rnc ( rupr.\.nr\ r ir l](,r{rnr is.u. with regrr{ k' nlrinrrinin!.,
comp:'nirs liquidn] rn ordc. ftrr lvcllrunirtrrg otcr!rio \. \rhilc on rhc rnhcr hxnd Inc
conrfury is crpahle ol rceting irs short rdnr obtigariorr\ (lari)awati er!t.,20(B). Smir
(1973: 5l) argues rhat a large number of bu$iness failur€s arc due to financial managers'
inabiliry lo plan ard control curr€nt assc6 and cufiient liabilitics. A dilemma in woikrng
capital rnrnagement is tiat" to achieve a'l optimal working capital, corpolste manag€rs must
control the trade-ofIs berwe.en profirabiliry and liquidiry (Raheman and Nasr, 2U)?). An
optimal working capital is €xpected to cootributc positively to company performance (Deloof,
2003).

Overly smal curr€nt assets can have difficulry in maintaining u 
"rnooO 

ope-tionritu
eilicrenl $o*ing capiuL lvol\es plannrlrg. con{rollniq currcnr $sels and curfc t trirbrti(res in
(}rdd ror brl.l]rce and r(J rcduce rher.li,sk oi inabrtir\ ro nrer'l \hoft,remr liabrtrtic\ ! d r\ortt
.\c$'r\r In\csrmcnr (ntcllI. lt)0J).

()!rc mersure ro sec ir herlrhl conlpitnv rs by looking at linxncrat perti)rDr3n.t. rl is \.ri;D
irnpontlnt thrt the Iinr ciiLl rntos ol the conrpany musl be hulrh_! (t:abhudrn er a1.,2018i'
Thr.rtrr|l t \ finanfixl t)crfonn.tncr is x d(ls rlrio'rofrl.liru (ialcoldirj(trr{rixcomplrr}
lhllr i{ rnrl\/c(i $ilh fiDlncixl lnalysi\ t()(t\_ !) th t it crlr b. kno$n aboul thc good and brd
finarrcirlcortdirjonof:rconrpirrr\rbarreilcct\sorkpertonrr.rnceirraceri.ri perr(trlr\tochk[\
and Serir$ dn. l0l8:32).

A study on worting capital managcment, eslecially on working capital lumover
inveslmcnt suuctur€ and fioancing slructure and company p€rfornancet nepresents an
empirical research aimed at addressing the developing business phenomena in order for
the business activities undcrtaken to be a uscftrl poticy implcmentation to rnabtain the
existencc oftfte company. However, studics on the effccts of wo*ing capital, investment
stnrcture and financing structurE on company p€rformance showed conflicting or
inconsist€nt r€sults-

A srudy by Robeman et al. ilutoJ,howed dul \rorking capirat unrovef trad !
sigllilicrnl positive etiect on c(r prny t)rfii,r!rrrrcc. This result was consistent with those
of Kad{ilmi and Ramadan (2012), Mashady and Ahmad (20t4) and Widyasluti er al.
(2017). IIouever. lhesc lt'rull\ \!erlr cor{rlr! to rhose ot /\rlln r|nd ltcider rt0ll,
rndrcaor)! thar $o*a)g caprral rurno\.cr hrd ro signilicturr ctlcct or con)r)rr)r l)cftb Dn cc
xl lh. KnfnchiSk)cl Exfha gr

A study by Mohamad ard Saad (2010) showed rha( invesdenl sEudule had a
significanl positive eff€ct on company performance. This rcsuh is consistlnt with that of
Widyastuti et al. (2017). On dte contrary, it was inconsisl€nr wilh rhat of Azam and
Heider (201l) which d€monslrated that inveslrnent sfucrure had no significant eff€ct oo
conrpany Pcrformancc.

Financing structur€ \ras investigated by Nazir ard Afna (2009). eayyurn er at. (2010)
and Widyastuti et al. (201?), which demonsFated rhar rhe financing srructure had a
signilicant negative effcct on company pedormance. On the contrary, Ma.shady and
Husaini (2014) showed that financing stIucturc had no significanr cffect on company
p€rformance. Vatavu (2015) demonstratod lhat financing stnrcfirre had a significanl
positive cffcct otr company perfornarce in Rorna a.

In addition to inlcmal factors, macrocconomic conditioos can efrcct comDanv
performance. Various researchers believe rhar macmeconomic variables, such as inrireri
mt€s (Chaitou et al.,2004; Gallardo ot al.,2001; Demir,200?: Kanwal and Nadccm.

http://www.iaeme.comfi CrET/index.rsD



Itrte6t Raics as thc Modcrator of thc Effccts of Working Capital Ttmov€r, Itrvestm.nt Stucturc
and Financing SEuclu! on Conpany Pcdormance

2013), *il-t affect the purchasiry powar of boo individuals ard compa.nies. Thus, ifferest
rales ai€ addrcssed as a moderatinS variable,

Based orl the forcgoing, lhe prc$ent study would bc rided "In@rest Rat s as th€
Modcrator of thc Effccts of Working Capital Tumovcr, Livestment Smrc$rc and
Financing Strucorle on Compa[y Performancc".

The present study would address thc following questions:

. D(E\ *oiking capilrl (umovcr has an cffccl on conpany p€rfodmnce?

. Do€6 invcsurEnt shlctorc has ar eff€ct oo company pcrfonrsncc?

. Docs fi[arcing sEucrurc has an cffcat on corpany pcrformaff€?

. Do intffit iates modente thc cff€dx of working capihl tumovcr, inv6ttneDt structure and

financing sEucore on comprny p€rformrnc€?

2. LITERATURE REVIEW
2.1. Capital Structure

According Modigliani and Miller (lPlf3), aftcr r.laxing the assumption of income tax thc
financing alecision becomes rclovant. Mlcrs' ( l9ll.1) lrxdcn)ff lhcorl predicts that in finding
rhe relationship belween capital str0clurc irnd conrpsny pcrftJmancc therc is an optimal levcl
of lclcf,rgc idcbL r,rlio,. The use of dcbls will improve compa[y performance up to a ccrtain
limit of leverage and, thereafter, the u$€ of dcbLs will d€crerse company perfonnance. liince

the us€ of &bts afler the optimal lcvcragc will cause thc co6t ofbantruptcy.

For a profi!-oriented compahy fte decision to s€ck fiDaocing source's in order to stengtbco
the capital strucntr€ b€lom€s an impo(rnt decision that should bc cxamincd calrfirlly for th.
various impacts ihat may occur in thc futurr. According to Dong and Su (mlo), among the

imponant finarcial decisions for a company is worldnqs tital matragelnent, whose goal is to
provide adequate support to th€ business. Qayyum et a]. ll0l{)l iliiwcd lhal conrprnrcs coul,l
havc a lo!! sorking catiral \rirh rlr rir' {,f ilertrsi,,s l)rofit\. This m€ansnll}ar thcre is r
negari\e reh(ionship bet&een \\orking cirp(al a d coDrp.urJ probcbilit-\'. According lo
Atluhami (1008) and Da\lr a d Raviprri (l(X){.)). efticienc} of working copilal can be

(hreved by conrinuous monitoring ol $orkrng capilal c(nrF)nenrs. such as cash or iash
equlvalen!s, accoulrN receivable, invenl()-a und debls

2.2. Working Capit.rl 'l-urnovcr

Working catital tunx)vcr is thc working erpilal's rhiliry r,) tunr ovct o c pc|r()d rh-

conrpaDys cash cyclc and lo be a measure ol lhe .iiaclivcncss oi thc usc oi cuncnl rs\els lo

lcn':rrrc \ales. According to Emery et al. (1999), working capital tumovet ilr$fasurtd by thc

working capital tumover ratio, thal is the ratio of sales !o curr€nt assets. lht highcr tlt
worklng capital tuflrover mlio lhe more effi.ienr is rhc u\t of worknrg capital.

Il6l>
2,3. Investmenl Srructure

According to Wcst( ! d (lopclnnd (2{X)tl), lhc s(ruclure ofworking cipitcl in\'einnenl i5 rhc

derenn,na{ion of ihe extcnt oi allocltion k) tach conrprtr{nr of tiurrtnt assets. The gr€ater of
this ritio is the better since it indica@s thc availability of cash, accounts receivable and

inventory which ar€ the most liquid currcnt asscts rclative !o the lotal assets owncd by thc
coDpatry. Thc liquid assets available can bc us€d at any tin€ io finarce the compaD/3
oper.tional needs to generalc profits. Mohanmad a[d Saad (mlo) foimd drat wo*ing capiral
sEucture had a positive effcct on compeny pcrformancc. This shows that rnatrufactuling

hsp:r*ww.iaelE.cor UclEl/indcr.asp



Ma.ia Widyastuti, H.nhg Widi Oetorno and Lusy

companies r€ly on cun€nt ass€rs to generate pro6ts. This finding was confirmed by that of
Ogundipe et al., (2012), Azam and Heider (201l) and Kaddumi and Ramadan (2012).

2.4. Financing Structue
According to Bdgham and Houston (2010) and Nazir and Afza (2m9), wo*ing capilrl
fmancilg shows thc ra[o of shon-tem dcbu to (otal ass€ls of a company. The debt sEuciurc

dascribes the composition of debt used by thc company, eilher shon-, mcdrum-, or long_terrn

deb(s, and is influenced by the size of $€ debts. Shon-erm debts will manre in less than one
ycar and long-term debls will mature in more than one year.

t ong-term deb(s arc morc flexible than short-tenn debts, but thc cons€quence is lhat thc

costs of long-term debrs are greeter than th€ lhosc of shon-ierm debls (B.igham and Hous(on,

2010).

2.5. [nterest Rites
Aecor(ling k) D( lhusch el al., (2008:,tr). inlcrcsL rurcs.rrc tfJi,mrcs ol ply l.:llts (nr ! k'rn,
orher lnvesmenl, which rs e\pressed ls rn lnn,r.tl fiiitenrdE(. I{crlL\ ',rtri tsro$n t lqq]r flue
rhx( rn{erEsl rales rn: rhc pnce oi boro$ed lLrnJ\. ,\n In\rcr'e i;Lrn((r<il rrre\ ltrd\ l' JD

inrreu\r in (hc lt\cl ,n otr)fit\ rtqoirtd i,n in\.\lrr!.nl on i \lo(l h rddrtirnr' an tnrfcr\r In

In(rre\r r!i!e\ leads mrr:stors (o qilhdras rn\c\rnrr'nr in \(rck\ lnd Ino\c 'r lo savr g\ 
')r

Thc inrenst rrLcs,rl rhe firr.lnci.Ll stclu olien uscd by invcsl(n! rs r luide or rclLtlnec lol
rs\cssirg fic abililr- ol (hc morcy mrrkct (o Scncrxtc oPlimal pr('lil\ rhc in(crc\l krcs of BIrrrt

lrxlorcsir (lcftificalcs (Stsl). The SBI interest rules arc the rates of rcom on a numb€r of
investrn€nts in securities issued by the BI as a form of r€nrms given to investors. A high SBI

intcrcst rale reprrs€rts a negative signal for compaly performance. An invcstor will seek a

more profilablc plac. !o inves! wh€n the intcrEsl rate ris€s company pcfonnanc! will fall and

2.6. Company Performance

Company p€rformance is measured by, among oth€rs, profitabilit)' Acdofding lo weston irnil

C(,rrl.ind (100s: 240) and Palepu et at., (199O, 9.3-9.4), prolitability is a companys ability to

eam profits in rclation to sales, total ass€ts and equity. I-ong_lerm inv€.stors are inE €stcd ir
,nBpfilability since it can rcflect tbe profils lo be actually Eceived itl the folm of dividends.
';i.,u.1'n,r r,' Brigh,rrrr .r|,J H,ru\r'rr rlrrlir' 107), Foftability t"lio is a Sroup of ratios

rlsowing the combincd effecls of liquidily, ass€t nranagement, and debts on operating r€suhs.
'iLrtr':rl r1p$;.J'l rJIr"\ rJr h. u\u'l r,, nrcu\urc dre level ol corrrparrVs prourabilil) of

1,,rt,'rr|"rrec-!rr,* tn,,1rr IIr!rLr.,'p(r',lrrig l)r{)lil rrratgirr. rrtl pr{)lir rnar!irr. rt)tLrl ls\ct
tunovef. returu on i$sets, and retunr on equily. company P€rfofrnance has b€en investigalcd

by Raheman et al. (2010), Sadianajeed ct aI. (2013), Ako(o €i al. (2013) Abuzaycd (2011)'

Kaddumi and Ramadan (2012), MumEz ct al. (201l), Kandagli (2012)' Auari and kashif
(2012), ard Charilou and Santoso (2012):

2.7. Effects of working Capital Tumover on Company Performance

WorkinB capital hrmover demonstrates $e abilily of workinS capitsl to nrm over one period a

companys cash cyclc. Working capihl tumover measures lhe effective usg of current assets

in genemting sales. A high level of sales increascs a companys profitability: on (he conrary,
a low l€vel of tumover indicates an excess *orking capital. Ineffective use of wo*in8 capilal

decreases the pmfitability of a comPany. Thus, it can be said that ihe ffecrs of working capital

tumover is in ihe sanc dirErtion as thar of profitabitity. A study by Raheman and Nasr (2007)

hnp:/www.iaern .com/uclEr/ind€r.ase 6)



Intlar6t Rara.s a6 rhc Mod6rlor of ttc Effaats of 
.llrortiry 

Crpiial Tirmovc(, IDvcstrMt SmcrurE
lnd Fin&cing St ciur! on Cortpany Pcrfor'tarce

showed rhar \r'orking capiral tumovcr rario hltd a srgnificanr posirive ellecr on thc prof'rtabiliry
of companir\ ni Pakistatr. Similar r€sults werc found by Falope end Ajilor€ (2009) in Negpria.

2,8. Effetts of love$tmeni Stsucture otr Company Pef,formanc€

hvcsoncnt sructurc is thc classification of asscts into such various oncs as curEnt asscts.

fired asge$, and o$ar assats (wcs@n and Copelon4 2m8: 3M). lnvestrncnt smrcqrrc as
meisur€d by cun€nt assets !o to(sl assets ratio is (hc ratio of to(al qrrf€nt a6.se!s to to(al rs3et.s.

Tbc grcatcr of this ratio is lhc banrr sincc it shows thc availability of cash, rrclivablcs and
invcntories uscd at any time foa the smooth operatioo of lhe compsny to generrte pmfits.
Basicdly, companics usc cash to tncct their naads and to generalr profit. According o Hari$
M. and A. Rlviv (1990), cssh is dre mo6t liquid form ofssscts, which is imnrcdht ly uled to
mcet obligatiom.

Afi[punt rGctivsblcs ar! a companys invoic€s to other panies as a r€suh of sales on
cradir. 8J\i( lly. rh€ Brerrer rhe Jclour)rs recei\irble the Sreater is lhe risk, bur al $e sune
r r. rr \ ill irrrcrsc t,n,rihhilrry Acco$nt rcccivablas h&s an cffcct on prolitlbilifx,since it |s
thc proccss of scllinS goods on crrditlr$tlcs on crcdil aE cftorts lo incaEa& s{lcs. qn inirer'c
In sJle. i\ e\pe!rei.l I,) incre.lse prollti. lhJt i\, an increase tn i conrpanys iccouDl recer\lble5
will halc an i|npalt ('|l lhr cortrpanl's pcrfonruncr:.

Inventorics all rEquird by a company to suppon opentions to tun contrnuously. A
coDpsnys invcn@dcs at! qitical sincc an mistakc in invcntory investrncnt nil disrupt lhc
smooth oFration of the company. With sufficicnt ioven@ry thc company will fuIfil o.dcrs
quickly, so ss to incte3re lhe cor|p8ry'B perfonnance.

Lazaddis ad Tryfooidis (2006), Filbcck (2()05), GiI a al., (mlo), and Anand and Gupta
(2002) found a significant positivc efrcct of invcstmcnt srrocurrc on profitability.

2.9. Effects of Financing St uctu.e on Company Performancc

Acco.ding to Haris M. end A. Haviv (1990), wo*ing capital financint indicalrs thc 3rnouot
of shon-tem dcb(s to financc total asscts. Thc 8tlstcr of this ratio indicatas that thcrc at€
fixcd asse6 fin.nced by shon-tcrm dclts. *hich is cenainly at .isk !o the company's financcs.
Fixad a6s€ts rill bc iDvcsGd b a lotrt t€xrr|' \rhilc shorr-@rm dclrts have to be rcpaid in the

sho.t lc m. Fimncing sourtas for curent rsscts mry dcrive ftom shon-rcid capital of cunEnt
liabilities and long-tem capital of lont-term loans or cquity. This ratio cmphssizcs thc
inDonancc of dcbt financiDg for conpani.6 to incr€a6c profiiability. The grstrr lhc
pcrcentage of financing dcrivcd from sharrholdlds cquty thc Sr!3trr is lhc prota€lion fq thc
crEditoN from thcir standpoint. Ttc higher this ratio the gr€itc. is the finarcial risk, capablc
of dbNpting compar|y proftability and vicc versa.

Danulcriu (2010), Mathuva (20(D), A[uchitwomwodg (2004), Aivaziatr ct al. (2005),

Rehenan cl ai. (2010), and Kaddumi and Ramadan (2012) found lhat Iinoncing structut hrd
a signiricant ncgrdve effccl on pofitability.

2.10. ConceDtual Franrework

Thc c(,irccptual liarreu(rk ol dl€ prtrEnt study is shown in l:igure l.

cdiror@iacn:r.tcl5 nh(p:/ f, ww.ienE.com/UclET/indcr.a8p



Maria Widyastuti, Hcniq Widi Oelom ard Lrsy

l.'!!re I Concep rrt h.mework ofrhc study

Hypotheses

The hypotheses ofrhe pfesenr study are as krttowslrrl'

. \\'orkins capital $rnolcr his a signiticanl posirive ett..r un cump-v p..tor.,,o."l"

. lnlcstment stnrc(uf. hrs l siErificin( posLlle eftec( on cn,r,tr"n) l".fo..,incr'l:r

. FrnricidC (ructurc has d ignifilunr ncgrli!e cllccr (m (or)r)urrr pcni)in!rc(.

.Inlcrest rat6 modcllt lhe etr€cts of working c-apilal unovcr, inv€strncnr sruc$re and
finarcing $ructurc on cornprny Frfoftr|lnca

3. METHODS
I,l3lt

3.1. Populxli,)n
Thc population of rhe pr.csenr slud! $tN leD (c\rile (omprnics. uhich $crc a g.oup ot
manuhctu ng compinies rnd lisred on (he indonesia Srock Erchange and rnL't thr follor.in!

.lcxtil( c,rntaniti\ l\id Di thc lnd(nesir Sbck Excharrse and not dcli\rcd ,turins thc
l{){X;1015 Nri,!l

. Tcxrile co.rfdrics suclcssivcl) issuxrg rhcir rudired fiunciul stxreorenrs tbr filal year endec
on December ll.:0116 tu Decemb.f ll.llrl5.

. Tcxtilc cornparica wilh r po6irive €quiry during rhe 2fib-20 | 5 period

3.2. Sampling Technique
Thc whole populatiotr ol the F€sent study wa! takeD a! $amples, often rcfened !o ar
sa$ration sampling. Satur-ation sampling is a samplilrg tcchniquc wfuch uscs all rncmbers of
thc population as sampl€s.

3.3. Sample Size
The numbcr of samples was l0 compaoics, coriesponding to the total populadon sinc€ the
present 6tudy us€d the saturation sampling t€chnique. The sample compaoies werc as follows:

. Ff Polychen Indorcsia Tbk (ADMC)

editoro iaerr'rl,trnhttpr/Avwwjaeme.coft r/uCIET nd€x.asp



Int€rc.,,t RaEs ai th€ Moderdor of th€ Effecrs of Working Crpiial Tumover, Invesun€nt SnucturE
md Financing SrrucrrE on Compsny perfonnance

. PI Argo Panras Tt'k (ARGO)

. PI Ccntury Tcxtil. Industry Tbk (CNfi)

. PT Eratcx Djaya Tbk (ERfi)

. PI Indo Rarna Synderics Tbk (INDR)

. PI Apac Citra CJnl.ncx Tbk (MY|-X)

. PI Pan Bro$c$ Ttrk {PBRXI

. PT Ricly Purra clobdindo Tbk (RICY)

. P/f Sunlon Textile Manufactur€r Tbk (SSTM)

. PT Nusantara Inti Corpora Tbk (UNIT)

3.4. Goodness-of-Fit Tcst of the Model
Goodness-of-fit test is to assess lhe fir of rhe rcgression firnction (Ghozxli, 2013: 97).
Statistically, goodness of fit can b€ measur€d by co€fficient of d€rermination and F-statistic

3.5. Partial Test (t-rest)

The effccb of an individual indepcndeot variable in erplaining rhe varianfiB in rlrc dependent
variablcs is rcstcd using the partial test (t-test). When the significance is Oliii rt'. n!n,"t,",,.

'\ 
a!.cpr0d ((ih0zxli. 201.1: 88).

I3l1'
4. RESULTS AND DISCUSSION
,1. I . Goodness-of-Fit Test of rhe Model
Coefricient of Determioation (R2)

Results showed a R'?of 0.315 (31.5%), meaning that thdc was a weak cffect of the
ind€pcndent variable on co-mpany performance since rfie Rr was less than 5O%. Furth€rmorc,
lhe adjusted R-squarcd (R') was 0.071 (?.1%), meaning rhar 7.1% of company pc.formanc€
can be explain€d by the varianc€ in w%hjng capital nrmovct invesonent struci.rrc, and
fuancing suucrurc. while the rcmaininB 92.,i r; rrc explain.{l h} ,)rhcr lafnhtcs n,)t ineludcil

F-Test

ResulrsoftheF-testshoweaarnnorglli\:"trr,,,isniiifalc.;tlctor 0.018 O.OSrili".. rr,"
regre\i( mode1 can bc uscd to trcdict (ornnrn\ p.rformrncc
t Telt
Tablc I \hows the etiecrs ot crch rndependcnr vxriablc on rhc dependenr vifinhte. The t-value
of workinS capital $mover is -O.?27 with a significance valuc of 0.372 o = 5%, meaning
that working capital tumover has no significsnt effecr on company p€rfomance.

The t-value ofinvesme st ucorrE is 0.1t9 wi(h a significanc€ value of0.0ll a=5%:,
thu.s, invcstmcnt structur€ haq a significant positive effecl on company performance.

The Fvaluc of frlancing sEuctur€ is -0.054 with a signifcatrc€ value of0.335 a=5%,
meaning that financing strucrure has no significant positive effect on company performance.

hrp://www.iaerne.con4JclET/index.asp
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T.Lhlc I(1,,!lli!i!rs

B r?eld' Bctr

Working c.pit l

lnvestnenl sEuctuE

Fi[affins strudure

.r0t0

4;t2l
0.1t9
,{.054

2.159

0.81I

0.046

0.056

-o.098

4.2U
{.1l0

4.36
-{-897

2.583

{).969

0.715

0.372

0_0t I

0.335

'D€pendent Vsiable: ComFny pcrf ff rnan';e

4.2. Flllccls of working Capital 1\rfnolcr on (itrlprny Perlbrnrance

In lhc.fy, thc lafger lhc (ork'ng.!t)ilal ru x)vor thc highcr is the cornpany periimuncc I
pro\red by ROA. The greatcr of vorking caPital tumover domonsFaEs that the invested
wo.ting capital results in an incrcase in sales, indicating that a company is capable of
Eanaging working capital componenls consisting of cash, accounts r€ceivables and

inventooes h6trn efficient manner. Certainly, lhis succcss has a positive effec( on company
p€rtonnance.

Worki g c:rpital rurnoYu as nrcn$trcd h! l||r rati{i ot \ulc\ ro gn\s trorking capir.rl irorrl
rr)c o<\L|lprrr( \rJfi\u(\ !Jl(Ul]ri,',1'n,r$cd., 

'n(:rn 
ol .'1501.Tablc4 sbows a ccfficient of

-{.?2? e/irh a significance of 0:lll. $hr(h rs grcatcr lhan rI - 50; This alemonstrates that
worting capital urmover has no siSnificant positive effcct on company pcrformance. Thus,

woiking capilal tumover does nol suppon $e incrEse in company pefonnance. The
descaipiive statistics shows a maximum of working capi€l nnover of 5-19, me"nhg that

sales occun€d after 69-36 days or ?0 drys. Salcs should occur evcry month or every 30 days.
This position resulrs in worting capilal urmover having no significart positivc effect on

comp3ny p€rformance,

Rcsults of the prcscnt study indicat d that dlc @xtile compadcs had an m€an working
capital tumover of 2.1503 for one year. This strdy indicarEs that the mean working capital

tumover is fi1ilow as 169.74 days, meaning lhat the invested capiol Poduces $les only aftEr
169.74 days. fhus. th€ workmg capilfll iiilponc s invcs{cd nr rhc comp.lnic\ do nor ha\ca
sisnificant effcct on rhc incrcrs! in salts. lhisinsigrilicarlrtsult\\'asduetothetactthatthe
worting cupilal rum)\cr slaning irnn lhc nx'ncnl thc easlirl'rvcslc(l in $orkiD8.apil.,l
cornponenl\ to the rnonrnt i! lelurllri into clsh is qlrrte \lor" llesLrlK of the presenl stud-

srurlo|l rhosc ol Azarr a d Hridef r2{)ll) ir tltcit r|ud} oi rnrnulacluring colllprnles rn

Pikr\trn, demonstraliDg lhat $orknrg rrpilrl lLrrn,r!cr hrd t() significant cffcct on eorturrrr.'

4.3. Effects of Investment Sruciu.e on Company Performance

In theory, the larger rhe inveson€nt structur€ is lhe b€tter sinc€ it shows lhe availability of
cash, accounts rcceivablcs and inventorics which arc liquid currcnt ass€ts rclative to to{al
ass€rs of a compary- Available liquid asse6 catr bc uJed at aly time to fnarce lhe compaD/s
op€mtional ne€ds to generate pmfit\, Invesmenl $trucorc is th€ mtio of tohl currEnt a$sets !o
total ass€6 of a company exprEsscd in pcrccnt. Thc raiio of culrcnt ass€i6 to total asscts is a
mtio indicadng the pcrrentsge of thc tot l rssets investcd in curitnt accounts. A high iatio of
crrrcnt ass€6 to total assets sho*s that both p.ofitability and risks will decrease.

editor@iaenr'-l,f,"hnp Je,ww.iaenE.con/ucEr6"dcr.ase a2 
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Inter€st Rarss a.s tfie Mod€iEtor of thc Eff.lls of WorkinS Capird Tumover, InvesdEnt Srrucrure
{nd Findcirg SElrctue on Conpany Perfomrnc€

Resulb of th€ presenl study showed that invesdnent suucture had a mean of 4l_6?63, a
cocfficicnt of 0. I 19 and signilicalce of 0.0 I I or smallcr than a = 5Zo. This dcmg9:Farcs that
investment strucurc has a significant positive effect on company performancel"h,,, n,co,^
thar rhr liu!cr rhe f.r(lo ('f cLrlTenl islct\ to total a\scts the rre er rs the comorl\
performnnce. AIr imFoved company performance is bas€d on an irv;sEnent smtcnrre of over
407a. Of the 100 obs€rvations, 65 had an investrnenr stsucruc of over 40 . This indicares tnar
the companics are capable of financing all their operational ne€ds and trking advantage of the
available oppoturnities in order ro inc-rEas€ profirs. This could result in a significrnr positivc
eff€ct of inv$lrnent smcurc on company l,erfoffnance.

Results of the pr€sent study indicacd a mcan inv€stment sttcture of 4 | .6763. This .esult
is coosisrent wirh that of Brealey et al. (2007) and Weston and Copeland (2008), whicn
showed that the composition of working capiral of manufacudng companies is approrimately
40% of \ot^l ass€ts. Thc prcsent sfudy shows that an invsrEn€ni strucfurc of above 40%
contributes to the improvcd company performancc.

R€sults of the presant sNdy suppon those of thc studi€s cotrductcd in pakisra,r oy
Raheman et al. (2010) and in Malaysia by Mohammad and Saad (2010) that invesrmenr
structure had a significant positive offect on company performance.

4.4. Effects of FiDanci[g Stxcture on CompaDy Performance
Financing structure is thc ratio of cunent liabililies to lotal ass€ts of a company and exprrssed
as a pcrcettage. This ratio emphasizes $c imponarce of arranging dcbt financing to a
company by demonstrating the size of thc coinpaDys a6s€ts financed by short-term debts.
Actually, the greater $e percentag€ of financing derived iiom sharcholde/s equity the greater
is the protcction for the cr€ditors from their standpoint. The higher drc financing structurE the
greater is the financial risk. capable of disrupting company profirability. Thc,$IDaIer of rhis
ratjo is the beiter sbce it will increase rhe profils or decr€as€ thc finaftial risks: 

-

Rrsulls ol lhe trcsent \l[d] indicrtrd lhll llnancing \rrlrclurc ai nrcasufld by rhe rari(J {,1'

current lirhililics ru toul rsscrs h d n nrcln ot :t9.6591, a co€fficienr of-0.054. a sisnificanc€
of 0.335 or larger than cr = 5%. This demogiFatcs rbal financing sEocture has no s;gnificanr
negative cffect on company performance. I'his rc\ulri \\'crc due ro dre tacr that. of 100
obscr! rnr!. 6r.; or nr)rr lha 50.; rlcrc hclo$ lhe nreatr These Esults suppo( those of
Ogundipe ct al. (2012) in Nigcria and thos. of Moharunad and Saad (2010) in Malaysia rhar
financing structure had no significaot effect on company pcrformance,

4.5. Interest Rates Modemte rhe Effects of Working Capital Turnovcr,
Investnent SEucture and Financing Structure on Company Performance

hltp:/tu*w.iaeire-corn/IJclA'Uindcx.arp
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Rcsulo of thc modcntion tcst uiing $c rcsiduel tcst are shown in Teblc 211'l'

Trble I Ah\,lutc re.idurl relrcsri(rr a! a ftlncli(xr (,ieonI'an) |erfonnrnee

Yod!l sig
B

srd.
Efior Bctr

| (Con$t n0
- C6m.rnv Erf.mrDc

1.s26

{.050
0.09?

o0l3 {.369
15.1t4

1.9n
0.m
0.m

Dapcndcnt variablcr abs_rcs

B&,ied on Tablc 2,lhe rcgrcssion .quation is 6s follo*s:
Ablres = 1.526 - 0.05 company perfomsnc€

Thr t-valuc of company performance was {).050 with a signifcanca of 0.00 o = 5%,
mcaning that thc company pcrformrncc psranrctcr is ncSalivc and sitnificant Thus, intcrcst
rates modcratE the eff€cts of wortin8 capiial tumover, invcslrncnl sruclurE and financing
strucErc on comp&y pcdontuncc.

5. CONCLUSIONS AND RECOMMENDATIONS
5.1. Conclusions
B6s€d on drc hyporhcsis t sting, drc conclusions of the prcscnt sody art as followsl"l'

. Thc ll$( hlpoLhes's \Lltirg rlul w$,l.inr eaprlal rurno\cr has a srgrrilicanL porilrvc cllcct on
c(rnprnv pofl orn'!nc. r\ rcjccrer'.

. lhc se(ond h\fuhc\is \rr ng rhar,il\csrnrcnr \rtuclurc har ! sisnilicarrl trxrli\c cll.cl o!
compflry pe or'lance 

'r 
riccepled

.]'he rhird h)p.rhes6 sr ritrg lhlr l,oirocn! \tru.nn? h.s r \rgnrrlernr nc8rlr!c cllce( {rr
e(!ntdry pcrli). trtur.c it r.icclcd.

.The founh hypolh€sis statin8 thrt int nsr rdcs modrrrac rhc cficc6 of wo.king cipitrl
tumovcr. invcstmcnt stnrcturc and financing sEuctu.! on conprny Frfomtance is scc€p{€d.

5.2. Rccommcndations

The r€conunen&tions of tlrc prcse sordy orc as follows:

. InvesurEn( structurc is so crucid that inv€stnFnb to opdmiza thc portrolio arc of parafi,ount
imporiamr ro itr cornpany.

. Sincc inrcrcst ntcs modcraG thc ctrccir of wor*ing cipilal drmovef, invcstnrent sltrrcture and
financing sruclurc on company Fforrnanca, it is naacssary to ialc i .ttst ral. flucluations
inlo aacount in any dccbion nakiog.

REFERENCES

t I I Abuz )r4 B (201I) WorldoS C.pitd MlDsgcmcnt Ard Firns' Pcrf6n ec h EJlcr8iDg
Mar*cis. Emcnld lncmrtional Joomal of Managcrid Finince vol. 8 No. 2. 201I pp.

| 55- 179 Ert€rald croup Publi$hin8 Limit€dl ?43-9132 DOI 0. I 108/17439 | 3l ? I l2 | 6620

[2] Aivariah,V.A.. Y.Ce., dan J.Qiu (2005) Thc lrprcl of bvcmge on Firm Invtslrtcnt:
Camdiab Evidcncc, Joumal Of CorF.at Fbancc I I (2m5r, Wm-291

t3l Aroro R K., D.A Vitor and P. L Angrnor (2013) vtorling Capit l Managsncnt And
Proftlbility: Evid.nc. flod Gha i.! Ust d mmufacoring FirE . JooI[ l of Ec.oodic.s

http/fu ww.iaqr..corr4Jc-nn*r..rOCD



Intect Rar€s as the Modcnror of rh€ Effc4Ls ofrffo*ing Capirat Tumov€r, Investrnc sroctur€
snd Fin [cin8 SrrucruE on Corpdny PcrforrBnce

and Intemadonal Financ€ Vol 5 (9). Pp. 3'13-379, De(cmber, 2013. DOI: t0.5897/
JEIF2013.0539. ISSN 2t4l-6672@ ?n]3 Academic Joumals. Hnp://
avw.academicjoumals.org/EIF

Ial Anand and cupta (2m2) Working Capitat pcrfonnancc of Corpear! lodia: An Enpiricat
Survey for thc Y€ar 2mG2ml, Jounat of Finane Management Availabte
Fromr URLrhoD//www.Ssm.Com

I5l Anuchilworawong. C (2fiX) Ownenihip-bas€d In@mal CorTorac Risk and Firm
Performance. lnstilut€ of EcoDomic Res€arch Hiootsubhrsi Univ..siry 2-l Naka"
Kunihchi,l868603, Tokyo, F.rnail: cei*info@ier.bil.u.acjp,.

t6l Appuland, B.A.R (2008). Thc impaciof firrns' capital expeoditu€ oo wortirS cipiral

''',mglmcr 
: An enprical study. Inr. Manage. Rev.4.I

t7l Anari, A.M. and lGshif R (2012) The Oprinal Relarionship of Cash Conversion Cycle
wilh Firm Si?. d Profilability. lnremationat Joumal of Academic Res€arh in Busincss
and Socid Sciences, April20l2, Vol.2, No 4ISSN: 2222-699o.wl[w.hnnars.convjounal

I81Azm, M and S.I Haider (4lt) Irnpact of Working Capiral Managernetrt on Firms'
Perfomancc, Evidence From Non-Financial lnstiNrions of KSE-30 Ind€x.
Inrcrdiciplinary Joumal of Conrcmporary R.s&rch in Businass, Seprembcr 20t lvol 3, no
5. ljcrb.webs.(])m

t9l BrighaD. E.F and J.F- Housron (ml0). Manajcnen Kcuangan . Buku Z Edisis .

Salemba Emoat.

ll0l Brighaq E. F and Drv6 P (2010). Int.mediar€ Financial Manaqem€nt. Tenth Edition.
Cenga8e l€arnin8. Souih-Westem

[|l]Bufsa Efck Indoncsi4 hnps:/ vww-duniainvesrali.cordbci/p'ricevstock Minggo 27
F€bruari 2018 Jarn I8.m

ll2l Charirou, A.,C-Ga8con, aid F.Woo.C (zfi)a) Prcdicring Corporatc faitur.: Empincal
Evidance For Thc UK Europian Accounring Review,Vol 13, No 3

3l Charilou, M.P.L and t{.B Sanloso. (2012), The Relarionship berween Working Capi|al
Managemed and Frm s Pro66bilrry: An Empencal lnvesrigatiotr for An EmerginS Aria!
counry Int€mational Busrness & Econoftcs Resrch Joumal. lol I | . Nuhb.r t, pp ?4-
86

ll4l Danuletiu, A. E (ml0) Working Capi.al Managem .dd Profitabiliry: Gsc of Alba
CouDFy Cootpanias, R6earch ,ournal of BusiD€6 Managcmenr, Avaihbl. Fmn:
LrRL:hrQ:/ ww.Ssrn.Con

tlsl Dash M.and R.A. Raviprti, (2009). Liquidiry-profirrbiliry trade-otr model for wortins
capital management- Worting papcr, Alliance Busindr School

I 16l Deloof M. (2003). Do€s workin3 capirsl danagement aff€xr Fofitability of Belgian finns,
J. Bus. Financc. Account.30 (3-4):5?3-588

ll?l Denn, F (207) D€terminmts of Ma rfacturiog FiIm Protilability uder Uncdlsiniy ard
Macrocconomic Volatiliry: Evidcncc Fron an EnErging Mart€t. Whitc papcr of
Departement of Economics, Univcniry of Oklahona

tlEl Dong. H.P. and J. Su (2010) Th€ Relationship BetwecD Working Capisl Maragem€nr and
Profirability: A Vietrlan Cas€. lntemariond R€search Joumat of Fimnce and Economics,

ll9l Donbusch, R., S. Fis.he.r and R. Sbrz em8) Mrlro Ekonomi. Terjen lun olch Roy
Indra Mirazudin J.kana PT M.dia clobal Edukasi

hltp:rvww.iacnE.comruClE-lind.x.asp



Maria Widyastuti, Hening Widi Oetono and Lulty

[20] Eljelly, A.M, (2m4) Uquidiry-profitabitty tad€-off: An €mpiricd investigation in an
cmcrging markct. lnt. J CorffiFr. Manag.. l4(2)r 48-61

[21] Emcry D.R., J.D.Fi 
'crty 

and J..D Slowc, (199). Prin€ipl€,s of Finsncial Management
Prcntic. H.ll, A Simon & Schustcr Comgany Uppd Saddlc Rivcr, New lers€y 07458

t22l Falope, O and O.T Ajilorc (2009) WorkinS Capitd Management and Corporar,c
Prcfir0bility: Evidancc Fmm Pancl Dara Analysis of Sclccr.d Quoi.d Conpames at
Nig€ria. R€s€acrh Joumal of Busin€ss Managcncnt vol 3, 73-E4

[23] Fatitrudin. D., Jusni and Mochllas. M. 2018. How M.{suring Financirl P.rformancc.
Incmarional Journal of Civil En8inccrin8 rnd T.chnolo8y OCIED, 9(6): 55!55?

I24l Flib.ck, C., rku.gcr (2m5) An Analysis of Working Capita.l ManaScmcnt Rcsuk Acro,ss
rndustri€s. Arn€rican Joumil of Busin€ss, 2q2), ll-8, Avrilable From: URL:
htrp://wivv/.Ssm.Com

t25l GallardoJ. I.oFa M Puchct, Hcrmandcz dan J Saffhc? (2ml) Profit Marsb ir
Mcxico's Manufaduring Indutry:An EclllofiEtric Study Mctroaaonomica vol 51, Issu. I

t26l chozali.l. (2013). Aplikrsi Andisis Multivlrirtc dcngan Prosran SPSS, ce!.tan k€ vll,
Badan Pcn.rbit Univcrsitas Dipon.8oro. S.m.nng

t2Tlcill A., N. Bi8.r., snd N. Mathur (2010) Thc R.ldionship Bctwcc. workios Capii.l
Managcm.nr And Profitabiliry: Evidcncc Frcm Unilcd Srat.. Busincs! and Fxononics
Joumal 2010 : BEI-10. hup:/Aslonjoumals.contbcj

[2E] Haris, M and A Raviv (1990) Capital SttucNrc and Thc information Rolc and Dcbt, Thc
Joumal of Financ! a6,ps 297-355

t29j l(addumi,A.T and I.Z Ranadan (2012) Pro66bility ind Working Capital Marugcnc
Thc Jonlanian Cssc. Incmational Julmal of Econornics ad FinaDc. vol 4 No 4 pp 2 l7-
226,4 Apdlmn

[30] Kanwd, S and M Nadcen (ml3) The lmpacr of Macrocconomic Variables on The
Fofitability of Turldsh SMES. British Joumal of Economics Fit|anc! and Managcr.cna
scienccs s.pt€mbc.20l2 vol5 (2)

[31] Icradagli, C.E (2012) Thc Etr€ct of Wo*ing Capital MalEgcrD.nt on thc hDfobility of
Turkish SME!. British ,oumrl of Ecuomics Financc and Mlnl{€neit Sciencd
scpt mb.r 2012, Vol. 5(2)

l32l l{rrdis and Tryfonidis (2m5) Thc Rclation Beiwe€n working capital management and
profii$ility of list d companics in thc Athcns $ock Exchngc. Joumal of Busincss
Financc & Accoundng, Vol 19, Nol pp: l-12

l33l Mafiuva D.M. (200r) Thc hflucncc of WorkinS Capital Managcmcnt Compoocnts on
Ccrporarc Profirabiliry, Joumal Fronomic Sci.nccs Sc.ics, | 136t, PaE.s n2-t'1,
Availnblc from: URL: http://w1r,w.ssm.Com

t34l Mycrs, S.C ( 1984) Thc Ceitrl Slucturc Putdc. Joumal of Finaffc, 39:3 juli pg 575-592

l35l Mochths, Mochanud & Tcgoh Sdiawan. (2018). Si6!.m lnfomasi Manaj.m.n. TS.
Publishcr. Sunbaya

t36l Modigliani,F and M Mill6 (1963) Corporatc Incomc Taxcs and Thc Co6t of Capitali A
Concction Amctican E onomic Review,S3,juni pg 433-443

t37l Mohaffmd. NE., B Azha nd B.M Saad (2010) Working Capilal Manag€m€nr The
Effcct of Markct Vdustion and Prcfirabiliiv in Malavsh. Inrcmatronal Joumal of
Bussircs and Mana8cmcnt. vol 5 No I I

[3E] Mumtaz A., M. Rehan., M. Rizwan., F. Mutu"a., A. Jahsng€r and H. A. Kha, (2011)

Impact of Working Capital Mffagement on Firns' Perfonnanc€i evidenc€ ffoln

h$D:/ 
"ww.iaen'€.convuclET/inder.eiD

€ditor@ iaeme.con



lntcrcsl Ratas as the Moderator of th€ Effc.ll of Workiry Capital Tumover, Inve$tnent Structur€

and Finarcins Slructure on Coqatry Performaffe

Chcmicai s€dor listd firms in KSE-lm indcr.JOSR. Journal of Business and
Management (JOSR-JBM) €-TSSN;2278-487X.FISSN:23 | 9-765E,PP 93- l m

l39l Nazir, M.S and T Afta (2OJ9) Impact of Aggressiv€ Working Capihl manag.mcnt Policy
on Firns' Profilability. The ntP Joumal of Applied Finance Vol I 5 No 8

t40l Ogundipe, E. S., I Abiola and L.o Ogundipe (2012) working Capital ManaScmenl,
Firem's P€rfomance and Market Vduolion in Niseria. Inrsnational Joumul of Social,
Hunan Scii€nce and Engin€cring Vol 6 Nol

[al] Palcpu. G. K., P. M. Healy and V. L Bemard (1990) Business Analysis & Valuaiion
Using Financial sta&mcnts. Sccood Editron. south westcm CoIcSc Publising.

ta2l Qryyum. A.A Rahemar, T Afza and M-A. Bodla (2010) S€ctor-wise Analysisof lvorking
Capital Manag€nent and Firm Pcrfomance in Manufacturing S.dor of Pa}jstan.

Inrcrdiciplimry JolEal of Cont€mporary Rcs.3rch in Busirgs Vol 2 No 7

[43] Rshqnan, A and M. Nasr (2m?) Working Capiral Manag€nrcnl and Ptofilabilily A Casc

Study of Pakisran firms. Intemational Review of Business. Resen'ch PaFr, Vol 3 No I

l44l Rahcman A., T. Afta., A. QaD,um and M.A Bodla (D10) wmking capital ManagcnEnt

md Corporate Perfonnance of Manufrcorring sector in Patistan, In|Emdbnrl Res€arch

Joumal of Financ€ and Economics ISSN t 45G288? lssue 47

l45l Reilly. F. K. ad Brown ( 1992) Invcsm.nt , Thc Dryden Pr€ss InGmalional Edition, Third
Edition. USA

146l Sadiamrj€ed.. M.A.M Makki., S Saba and A.Tariq (2013) The Rehtionship of Cash

Convdsion cycl€ and fifm's Profitabilit]a Evidcncc nom Pakistan Fims, Joumal of
Emcrging ksues in Bjonomics, Financ€ ahd Banking(JEIEFB) An Online Incmalional
Monthly Joumal ([SSN: 2306 367x) volunE: I No.l

t47l Snir, K.V (1973) Stat€ of Thc An of Working Capiral Mamgement Financirl
Muagement Aunlnnl' pp 5G55

t48l Vaiavu. S (2015) Tle Impact of capiral Structut! on Findcial Performancc an Romanian
Li$ted ConDmis. Procqlis Ecorcmic$ and Finance 32 ( 2015) l3l4-l322 Available
onlin€ at wuw,s€ienc€direat.com

l49l weston, J.F and T Cop€land (2008) Manqicrn€n Keuarsan , Edisi Kesembilan Binarupa
a*sara Jakana

I50lwidys3$ri,M., H.W Oeiomo and A. Riduwan (2017) Working Capital and

Macro€conomic va'iable-s a-r Valu. Creation in Indonesia Textilc Companies
Intemational J()mal of Bussin.s and Finance Msnagemcnl Rescitch, UBFMR 5 (2017)

7-16,ISSN2053-1842

15 | | Z.ariyawari. M.A.. M.N Annuar., H. Trufiq and A.Rahin (2009). Wo*in8 Capilal
Managcment and Corporatc Pcrfodruncc: calc of Malaysia. loomal of Modcm
Accounting md Auditing Vol5 No | |

h$:/Avww.ia€w.@tr JclET/index.asp


