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 This study aims to determine the effect of debt and working capital on the 
profitability of retail trade sub-sector companies listed on the Indonesian stock 
exchange for the 2020-2022 period. The financial ratios studied are Debt and 
Working Capital. The population in this research is retail trading sub-sector 
companies on the Indonesian Stock Exchange for the 2020-2022 period. The 
sample consisted of 24 companies that published complete financial reports for 
3 years (2020-2022) using the purposive sampling method, namely a sample 
selection technique using certain criteria that the researcher had determined 
for the object under study. Data collection was carried out using documentation 
methods, literature study and accessing the web and related sites. Data 
analysis was carried out using multiple linear regression analysis. The research 
results show that the debt variable has a partially significant effect on 
profitability. Meanwhile, the working capital variable has a partially significant 
effect on profitability. Simultaneously, it was found that debt and working capital 
jointly influence profitability with R2 0.171 (17.1%). 
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1. INTRODUCTION  
Facing business competition, a business entity must really pay attention to a very fundamental thing, 
namely capital. In order to be productive in facing competition, companies must pay special attention 
to the use of their funds. Provision of funds can come from internal sources, namely own working 
capital/retained profits and external sources, namely debt (short-term debt and long-term debt). 
Under certain conditions a company can meet its funding needs by prioritizing internal sources, but 
due to company growth, the need for funds will become greater. In meeting these funding needs, the 
company must use funding sources that come from outside the company, namely debt. 

Debt is one of the factors that influences a company's profitability, according to (Diana & 
Fani, 2021). Debt is often referred to as a liability, in simple terms it can be interpreted as a financial 
obligation that must be paid by the company to other parties. Companies use debt to finance various 
needs required by the company, for example to buy assets, raw materials, etc. Debt is an obligation 
to hand over money, goods or services to another party in the future as a result of transactions that 
have occurred in the past or previously. Judging from the repayment period or means of paying off 
debt, it can be divided into two groups, namely short-term debt (current debt) and long-term debt. 
Debt is one of the factors in increasing or decreasing profits generated by a company each year. If 
the debt obtained by the company increases, it is hoped that it will have a positive impact on 
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increasing profits so that the company's survival in the future will be guaranteed. The greater the 
debt, the greater the expected profitability. 

Working capital is also one of the factors that influences profitability, according to (Diana & 
Fani, 2021) working capital is the funds owned by the company which are entirely used to generate 
profits in accordance with the company's main business. Working capital is an important factor in 
every business operational activity. The company's working capital must be adequate, because one 
of the company's failures is insufficient working capital. Not a few companies in our country need 
working capital to be able to fund the company's business activities. In operating its business, the 
company has a target of making a profit so that the company strives to maintain company continuity 
and strives to expand its business. 

Apart from debt and working capital to support company activities, the issue of profitability is 
also important because it concerns the survival of a company. A company must always be in a 
profitable situation, because without profits it will be difficult for the company to attract capital from 
outside. The company management will try to increase these profits, because they are very aware 
of how important profits are for the company's future. Profitability can show a company's ability to 
gain profits in a certain period. Therefore, company management must be able to make appropriate 
decisions and policies regarding the use of funds originating from outside and within the company, 
namely debt and working capital. So that the company can remain in a profitable condition. 
 
2. RESEARCH METHOD 
Based on the problem formulation put forward, the type of research that the author uses is 
quantitative research. Quantitative research is research that obtains data in the form of figures 
obtained in the audited financial reports of retail companies on the retail trade sub-sector stock 
exchange for the period 2020, 2021 and 2022 obtained from the Indonesian stock exchange. 
The data used in this research is secondary data. Secondary data in this research are the financial 
reports of sub-retail trading companies which have been audited by a Public Accounting Firm. The 
data sources in this research were obtained from companies listed on the Indonesian Stock 
Exchange through various books, company literature and other data, as well as internet sites related 
to the research object. 
 
3. RESULTS AND DISCUSSIONS 
The Effect of Debt on Profitability 
Based on the testing, the results obtained show that debt has an effect on profitability in retail trade 
sub-sector companies listed on the Indonesian Stock Exchange for the 2020-2022 period. Thus, the 
first hypothesis (H1) in this research is accepted, meaning that debt assessment has a contribution 
in influencing profitability. This is proven by the results of the analysis in table 4.7. It can be seen 
from the results that the t count is 3.366 > t table 1.667 and the significant value is 0.001 < α 0.05. 
This means that the debt variable influences profitability. 

This is in line with research conducted by previous researchers, (sari lianita, 2020), the 
results of hypothesis testing show that the debt variable for cosmetics and household goods 
companies on the Indonesian Stock Exchange has an effect on profitability. 
 
The Effect of Working Capital on Profitability 
Based on the tests, the results showed that working capital influences the profitability of retail trade 
sub-sector companies listed on the Indonesia Stock Exchange for the 2020-2022 period. Thus, the 
second hypothesis (H2) in this study is accepted, meaning that working capital has an influence on 
profitability. It can be seen from the calculated t value is 2.720 > t table 1.667 and the significant 
value is 0.008 < α 0.05. This means that the working capital variable influences profitability. 

This is in line with research conducted by, (nurul jannatul, 2018) the results of hypothesis 
testing show that the working capital variable at the Lippo Karawaci Tbk company has a positive 
effect on profitability. Contrary to research conducted by, (Septiano et al., 2022) the working capital 
variable has no effect on profitability in Pharmaceutical Sub-Sector Manufacturing Companies in 
2016-2020. 
The Effect of Debt and Working Capital on Profitability 
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Simultaneous test results using the F test show that debt and working capital have an effect 
on profitability with calculated F being 7.130 > F table 3.130 and a significant value of 0.002 < sig α 
0.05. This means that debt and working capital simultaneously influence profitability. This means that 
the larger or smaller the debt and working capital will cause profitability to increase or decrease. 

The results of this research are in line with research conducted by, (nurul jannatul., 2018). 
Hypothesis test results also show that debt and working capital have a significant effect on profitability 
at the Lippo Karawaci Tbk company. 
 
Coefficient of Determination 
The determination value is determined by an R Square of 0.171 or 17.1%. This means a low 
percentage of the independent variables debt and working capital on the dependent variable, namely 
profitability. The remaining 82.9% was influenced by other factors not examined in this study. 

 

4. CONCLUSION 
This research aims to see the extent of debt and working capital on profitability. 
The Effect of Debt on Profitability 

Through hypothesis testing, debt has a positive and significant effect on profitability. The 
calculated t value is 3.366 > t table 1.667 and the significant value is 0.001 < α 0.05, it is said that 
debt has an influence on profitability. Because the significant results are smaller than the targeted 
significant level. 
 
The Effect of Working Capital on Profitability 
Through hypothesis testing, working capital has a positive effect on profitability. The calculated t 
value is 2.720 > t table 1.667 and the significant value is 0.008 < α 0.05 which is said to be working 
capital on profitability. Because the significant results are smaller than the targeted significant level. 
 
The Effect of Debt and Working Capital on Profitability 
Simultaneous test results using the F test show that debt and working capital have an effect on 
profitability with calculated F being 7.130 > F table 3.130 and a significant value of 0.002 < sig α 
0.05. This means that debt and working capital have an effect on profitability. Apart from that, it can 
also be seen from the R Square coefficient of determination value of 0.171 or 17.1%. This means a 
low percentage of the independent variables debt and working capital on the dependent variable, 
namely profitability. The remaining 82.9% was influenced by other factors not examined in this study.
  
 
Suggestion  
It is also hoped that this research can provide input so that companies should reduce debt more 
because more debt is dangerous for a company's finances. Companies should continue to increase 
the value of working capital so that the financial health of a company is maintained and controlled. 

In this research, the sample used is only the financial reports of retail trading companies, so 
the conclusions resulting from this research cannot be generalized to other industries. To get better 
research results, it is best for future research to expand the research sample so that it can describe 
a better sample group. 

For other researchers, it is hoped that the results of this research can be used as a reference 
for studying other variables besides debt, capital and profitability issues which have been discussed 
by various authors and indicators, and are supported by the latest theories or researchers can 
conduct research by adding other variables such as company size. 
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