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ABSTRACT
Profit growth in pharmaceutical companies is regarded as a meaningful
indicator of successful financial performance. However, achieving sustained
profitability in this sector remains challenging due to structural vulnerabilities,
including intense industry competition, a heavy reliance on imported raw
materials, and persistent volatility in foreign exchange rates. These external

pressures underscore the need for robust financial management strategies to e-ISSN 2302-8556
ensure long-term viability. In response to these dynamics, this study

investigates the determinants of profit growth among pharmaceutical firms Vol. 35 No. 6
listed on the Indonesia Stock Exchange (IDX) over the 2014-2024 period. Denpasar, 30 Juni 2025
Drawing on secondary data sourced from company financial statements, the Hal. 1772-1787
analysis employs panel data regression to examine the influence of the cash

ratio (CR), total asset turnover (TATO), and debt-to-asset ratio (DAR) on profit 10.24843/E]A.2025.035 101630118
growth (PG). To complement the regression analysis, the study also applies ’ EDE 090 1TDP
the Simple Moving Average (SMA) method using a five-year rolling window PENGUTIPAN:

to forecast future trends in the observed variables. The empirical findings Rahim, D. A, Citarayani, I, &
reveal that both CR and TATO exert a positive and statistically significant Marbun, M. C. (2025). Linking

influence on profit growth, highlighting the importance of liquidity and asset Financial Performance to
efficiency in enhancing firm profitability. Conversely, DAR does not exhibit a Profit Growth: Empirical
significant effect, suggesting that leverage plays a less critical role in shaping Insights from Pharmaceutical
earnings performance within the context of the pharmaceutical industry Firms in Indonesia.
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during the observed period. Forecasting analysis supports these insights. All 35(6), 17721787

variables meet the criteria for model feasibility, with Mean Absolute

Percentage Error (MAPE) values ranging between 20% and 50%, indicating RIWAYAT ARTIKEL:
moderate predictive accuracy. The projections show an upward trend in PG Artikel Masuk:
and TATO, while CR remains relatively stable and DAR demonstrates a 1 Februari 2025
gradual decline. These trends point to an industry trajectory characterized by Artikel Diterima:
improving operational performance, sustained liquidity, and cautious 6 April 2025

deleveraging. Overall, the results provide relevant empirical evidence on the
financial performance drivers in Indonesia’s pharmaceutical sector. They also
offer practical implications for corporate managers and stakeholders,
emphasizing the strategic value of liquidity and asset utilization in fostering
profit sustainability under volatile market conditions.
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INTRODUCTION

Financial challenges remain a fundamental concern in the strategic development
and sustainability of corporate entities across industries (Ramayanti et al., 2022;
Mamo, 2023). A primary indicator of a firm's financial success is its ability to
generate consistent and optimal profit levels in line with shareholder expectations
(Elreedy et al., 2021; Refriansyah et al., 2024). In this regard, financial performance
serves as a critical metric, often necessitating targeted managerial interventions to
preserve financial stability and mitigate potential disruptions (Maulidya et al.,
2019). This concern is not limited to traditional manufacturing sectors but is also
acutely relevant to the pharmaceutical industry.

As a vital pillar of the healthcare sector in Indonesia, pharmaceutical
companies are expected to uphold not only the safety and efficacy of their products
but also the resilience of their financial structures (Martani & Aprilya, 2023). The
dual pressure of maintaining product quality while navigating dynamic financial
environments places pharmaceutical firms in a unique position of operational and
financial accountability. Currently, ten pharmaceutical companies are publicly
listed on the Indonesia Stock Exchange (IDX), including major players such as
Kalbe Farma, Kimia Farma, and Darya Varia. These firms contribute significantly
to the nation’s healthcare infrastructure while simultaneously operating within the
constraints of capital markets.

Data obtained from the IDX covering the period 2014 to 2024 reveal notable
volatility in the financial performance of these pharmaceutical companies. Key
performance indicators exhibit mixed trends: the current ratio (CR) experienced a
moderate increase of 2.87%, total asset turnover (TATO) rose by 1.18%, and the
debt-to-asset ratio (DAR) showed a smaller increase of 0.6%. Despite these
fluctuations, profit growth (PG) recorded a cumulative increase of 4.1% during the
same period (see Figure 1). These figures reflect a strategic emphasis among
industry players on sustaining profitability amid shifting operational and
economic conditions.

The observed trends suggest that pharmaceutical companies are actively
pursuing financial strategies aimed at improving liquidity, enhancing operational
efficiency, and managing leverage to support sustainable growth. Given the
critical role of these firms in public health and their exposure to regulatory and
market pressures, understanding the determinants of financial performance in this
sector remains a vital area of inquiry. Accordingly, examining the relationship
between financial ratios such as CR, TATO, and DAR with profit growth offers
valuable insights into the financial dynamics of Indonesia's pharmaceutical
industry.
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Figure 1. Average financial performance and profit growth of pharmaceutical
companies in Indonesia in 2014 - 2024
Source: BEI, 2024

Despite the expansive landscape of Indonesia’s pharmaceutical industry,
with approximately 174 companies registered according to the Ministry of Health
(Kementerian Kesehatan, 2017), only a small fraction—around ten firms—have
attained publicly listed status on the Indonesia Stock Exchange (IDX) (Report et
al.,, 2022). This disparity reflects the rigorous regulatory and institutional
requirements associated with entering the public capital market. Companies
seeking to go public through an Initial Public Offering (IPO) are obligated to meet
specific governance, performance, and asset thresholds that ensure transparency,
accountability, and financial resilience.

One of the core prerequisites for IPO eligibility is the establishment of a
robust and transparent organizational structure. This includes, at a minimum, an
Independent Commissioner composition of no less than 30% of the Board of
Commissioners, the appointment of an Independent Director, and a functioning
governance infrastructure comprising the Board of Directors, Audit Committee,
Internal Audit Unit, and Corporate Secretary (Ismiyanti & Armansyah, 2010; Brau,
2010; Yandes & Nugroho, 2023; Kasim et al., 2022). These governance elements are
designed to align corporate decision-making with shareholder interests, reduce
information asymmetry, and enhance investor confidence.

In addition to governance criteria, profitability serves as a fundamental
benchmark. Companies are required to demonstrate a record of operating profit
in their most recent fiscal year (Nany et al., 2023). For pharmaceutical firms in
Indonesia, this threshold has proven particularly salient. Between 2014 and 2024,
these companies recorded an average annual profit growth rate of 2.8% (Figure 2).
This performance underscores both the sector’s potential and the strategic
importance of consistent earnings as a criterion for public listing.

Furthermore, IPO candidates must meet minimum asset requirements,
particularly in terms of tangible assets. The Financial Services Authority (OJK)
mandates that firms possess a minimum of IDR 100 billion in tangible assets to
qualify for public offering status (Mointi et al., 2021; Sulistio, n.d.). This stipulation
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ensures that companies are not only operationally sound but also possess adequate
asset backing to support future growth and withstand market fluctuations.

The relatively low number of pharmaceutical firms listed on the IDX,
despite the sector’s scale and relevance, suggests that the combination of
governance, profitability, and asset thresholds presents a significant barrier to
market entry. Nonetheless, these requirements are aligned with broader market
objectives of protecting investors, promoting transparency, and ensuring the
financial health of publicly traded entities. As the healthcare sector continues to
expand, driven by demographic trends and increased demand for medical
innovation, the financial positioning of pharmaceutical firms—particularly in
relation to these IPO requirements — will play a critical role in shaping their access
to capital markets and long-term sustainability.
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Figure 2. Profit growth of pharmaceutical companies in Indonesia 2014 - 2024
Source: BEI, 2024

Intensifying competition within the pharmaceutical industry compels each
firm to continuously improve operational efficiency while simultaneously seeking
to enhance profitability. In general, financial performance is often perceived as a
reflection of a company’s operational and strategic success over a defined
reporting period, offering insight into its overall financial health and sustainability
(Baby et al., 2024; Rahmah Fadillah et al., 2024). To assess this performance, a range
of financial ratios is typically employed, serving as both internal control metrics
and external signals to investors and stakeholders.

One of the most frequently used indicators is the liquidity ratio,
particularly the cash ratio (CR), which measures a firm'’s ability to meet its short-
term liabilities using its most liquid assets. A high cash ratio indicates strong
liquidity and suggests the company is well-positioned to cover immediate
obligations, thus contributing positively to overall financial performance (Affandi
et al., 2019; Saleh, 2023). This ratio is calculated by comparing a company’s cash
and cash equivalents to its current liabilities, providing a conservative measure of
liquidity (Damayanti et al., 2022). Prior studies have found a positive relationship
between the cash ratio and corporate performance, supporting the notion that
firms with stronger liquidity positions are more resilient to short-term financial
shocks and better equipped to capitalise on operational opportunities (Harinurdin,
2022; Seretidou et al., 2025). On this basis, the following hypothesis is proposed:
Hi: The cash ratio has a positive impact on corporate performance.
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A second key performance metric is the activity ratio, measured by total
asset turnover (TATO). This ratio reflects the firm’s capacity to efficiently utilise
its total assets to generate revenue. A higher TATO indicates that the company is
more effective in managing its resources, which in turn suggests greater
operational efficiency (Patin et al, 2020; Karim et al.,, 2023). The standard
calculation involves dividing net sales by average total assets (Rajagukguk &
Siagian, 2021; Manajemen et al., 2021). TATO serves as a strategic benchmark not
only for internal managerial assessment but also for external comparisons with
industry peers, thus playing a vital role in evaluating resource deployment and
operational productivity (Arsyad et al., 2021). Empirical studies have consistently
demonstrated that higher asset turnover is associated with improved firm
performance, reinforcing the relevance of this ratio for both management and
investors (Sestanj-Peric et al, 2019). Based on this evidence, the following
hypothesis is formulated:

Hb>: Total asset turnover has a positive influence on corporate performance.

A third dimension of financial performance involves the solvency ratio,
specifically the debt-to-asset ratio (DAR). This indicator assesses a firm’s financial
leverage and its capacity to meet long-term obligations. A lower DAR reflects
lower financial risk and higher solvency, whereas a higher DAR may signal
increased risk but also potential for greater returns through leverage (Sunaryo &
Lestari, 2021; Pardosi & Siagian, 2021). When used judiciously, debt financing can
enhance a company’s profitability by enabling capital investment and expansion
without immediate equity dilution. Profitability, in turn, serves as a core indicator
of managerial efficiency, as it reflects a company’s ability to generate net income
from its sales and investment activities (Kanna et al., 2023; Rutkowska-Miczka,
2015). A high profitability ratio signals financial health and may attract investment,
facilitating growth and market expansion. Several studies have found that DAR
can positively influence financial performance when leveraged appropriately
(Ahmed et al., 2024; Influence et al., 2024). Accordingly, the following hypothesis
is advanced:

H3: The debt-to-asset ratio has a positive influence on corporate performance.

However, the Indonesian pharmaceutical industry operates within a
complex and often challenging economic environment. One of the most pressing
structural issues is the sector’s persistent reliance on imported raw materials,
which exposes firms to exchange rate volatility and foreign transaction costs
(Moosivand et al., 2019). This dependency significantly increases operational costs,
particularly during periods of rupiah depreciation against the U.S. dollar, leading
to rising production expenses and margin pressures (Alomi et al., 2023; Sari &
Yousida, 2022). Given that most pharmaceutical inputs are denominated in foreign
currency, even minor fluctuations in exchange rates can adversely affect firms’
bottom lines and liquidity positions.

Despite these challenges, several pharmaceutical companies have
demonstrated the ability to maintain stable financial performance and achieve
profit growth over time. This resilience signals strategic adaptability and
highlights the importance of efficient financial management in weathering
macroeconomic pressures. Against this backdrop, the present study investigates
the relationship between financial performance and profit growth in
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pharmaceutical firms listed on the Indonesia Stock Exchange (IDX). In addition,
the study incorporates a forecasting component to project future performance
trends, thereby providing insight into the sector’s financial trajectory amid
ongoing economic uncertainty.

RESEARCH METHODS

This study investigates the financial dynamics of ten publicly listed
pharmaceutical companies in Indonesia over the period 2014-2024. These
companies were selected based on their critical role in sustaining national health
infrastructure and their strategic positioning within the pharmaceutical sector.
Their status as publicly traded entities on the Indonesia Stock Exchange (IDX)
signifies that they have fulfilled stringent regulatory and financial criteria,
including enhanced corporate governance structures, transparent financial
reporting, and long-term business sustainability.

The rationale for focusing on these ten firms lies in their ability to meet
essential benchmarks that characterize financially resilient enterprises. These
include maintaining a strong capital structure, effectively managing debt levels,
and consistently enhancing firm value while preserving the continuity of family-
owned business structures —an important attribute in the Indonesian corporate
landscape (Sulistio, n.d.). The ten companies examined in this study are Kalbe
Farma (KLBF), Sido Muncul Herbal and Pharmaceutical Industry (SIDO), Kimia
Farma (KAEF), Tempo Scan Pacific (TSPC), Merck Tbk (MERK), Indofarma
(INAF), Pharos (PEHA), Darya-Varia Laboratoria (DVLA), Pyridam Farma
(PYFA), and Organon Pharma Indonesia (SCPI).

To explore the relationship between financial performance and profit
growth, this study employs secondary data drawn from audited annual reports,
financial statements, and IDX publications. The analytical method used is Panel
Data Regression, which offers several methodological advantages. Notably, it
allows for controlling unobservable heterogeneity, enhances the precision of
estimation by reducing multicollinearity, and enables the testing of more complex
and dynamic models across both time and individual dimensions (Xu et al., 2007;
Hsiao, 2014; A. R., 2023).

The model in this study comprises one dependent variable — profit growth
(PG) —and three independent variables: the cash ratio (CR), total asset turnover
(TATO), and the debt-to-asset ratio (DAR). These variables are selected based on
their theoretical and empirical relevance to the assessment of financial
performance in capital-intensive and heavily regulated sectors such as
pharmaceuticals. Table 1 presents the operational definitions, measurement
proxies, and expected relationships of each variable based on the literature and
preliminary analysis.

This methodological framework facilitates a robust exploration of how
liquidity, asset utilization, and capital structure influence profit dynamics within
the pharmaceutical sector. Moreover, by applying panel data techniques over a
decade-long period, the study captures both cross-sectional and longitudinal
effects, offering richer insights into the financial behaviour of firms that play a
pivotal role in national health resilience.

Table 1. Research Variables
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Variable Unit Description
Dependent Profit Growth (PG) % Increase in company profits every year
(Endri et al., 2020)
Current Ratio (CR) % A ratio that measures a company's
ability to pay short-term liabilities
(Khoiriah, 2022)
Total Asset Turnover % Ratios that measure a company's
Independent (TATO) ability to generate sales based on its
assets (Patin et al., 2020)
Debt To Asset Ratio % A ratio that measures the ratio of total
(DAR) debt to a company's total assets
(Pardosi & Siagian, 2021)
Bo»B1---Bn Coefficient
€ Error
t Observation time

Source: Research Data, 2025
The equations of this model are:
PG = BO + BICRli + BzTAToli + B3DAR1i +

To project the future values of the variables under investigation, this study
employs the Simple Moving Average (SMA) method, a widely accepted technique
for short-term forecasting in time-series analysis. The moving average method
operates by calculating the arithmetic mean of observed values across a fixed time
interval, thereby smoothing fluctuations and highlighting underlying trends
(Oyemaja, 2024; Raudys & Pabarskaite, 2018; Estrada et al., 2020). Specifically, a
five-year period is used in the SMA computation, selected to capture medium-term
performance dynamics while minimizing the influence of short-term volatility.

The predictive accuracy of the SMA model is evaluated using three
commonly applied error metrics: Mean Absolute Deviation (MAD), Mean Squared
Error (MSE), and Mean Absolute Percentage Error (MAPE). Each of these
indicators provides distinct insights into the magnitude and consistency of the
forecast errors.

First, the MAD measures the average absolute differences between the
actual and forecasted values, offering a straightforward interpretation of the
average forecast error regardless of direction (Azman, 2019; Ren & Ren, 2017).
Second, the MSE evaluates the average of the squared forecast errors, thus
penalizing larger deviations more heavily and providing a sensitive gauge of
predictive accuracy (Nuha, 2023; Hodson et al., 2021). Third, the MAPE quantifies
the average absolute error expressed as a percentage of actual values, allowing for
intuitive comparison across different scales and facilitating the classification of
forecast accuracy into standard ranges (Nabillah & Ranggadara, 2020; Estrada et
al., 2020).

In interpreting the MAPE results, the following classification is typically
applied: a MAPE value of less than 10% indicates highly accurate forecasting; 10%-
20% reflects good forecasting performance; 20%-50% is considered acceptable for
exploratory research; while values exceeding 50% suggest poor predictive
reliability. This classification enables researchers to assess the feasibility of their
forecasting models in supporting strategic decision-making.
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The integration of the SMA technique with robust error diagnostics
provides a comprehensive approach to evaluating the forward trajectory of key
financial performance indicators, such as profit growth, liquidity, efficiency, and
solvency, within the pharmaceutical industry. In doing so, this methodological
framework not only complements the panel regression analysis but also enhances
the study’s practical relevance by offering forward-looking insights to corporate
decision-makers and policymakers.

Table 2. Interpretation of MAPE values

MAPE Values Interpretation

<10% Excellent forecasting model
10 % -20 % Good model

20 % - 50 % Viable forecasting model

> 50% Bad forecasting model

Source: Research Data, 2025
The 3 (three) equations of the indicators are:

At—Ft

MAD = 3 [%£ ]2 .......................................................................................................... @)
_ (At—Ft)

MSE = B[] 3)
_ 100  [At—Ft

T (4)

Where:

At = The amount of data observed in t periods

Ft = Forecasting of the t period

n = alot of data

RESULTS AND DISCUSSION

The findings of this study reveal that the variables Cash Ratio (CR), Total Asset
Turnover (TATO), and Debt-to-Asset Ratio (DAR) collectively exhibit a positive
relationship with Profit Growth (PG), as reflected in an R-squared (R?) value of
43.7%. This indicates that 43.7% of the variation in profit growth among the
observed pharmaceutical companies can be explained by these three financial
indicators. However, not all independent variables demonstrate statistically
significant effects on the dependent variable.

The CR variable shows a positive and statistically significant impact on PG.
Specifically, a 1% increase in CR is associated with a 33.4% rise in profit growth
(Table 3). This result underscores the importance of liquidity in enhancing
financial performance and reinforces the strategic role of CR in facilitating business
expansion within the pharmaceutical industry. These findings are consistent with
prior studies (Affandi et al., 2019; Mufidah et al., 2024), which affirm that firms
with robust liquidity positions are better positioned to fund operations, invest in
new ventures, and generate returns for shareholders. Moreover, the availability of
sufficient cash reserves can serve as a mechanism for mitigating agency conflicts
among stakeholders, thus fostering financial stability and operational efficiency
(Virandani & Sofyan, 2023).

Similarly, the TATO variable also demonstrates a significant positive
relationship with PG. A 1% increase in TATO contributes to a 35.8% increase in
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profit growth (Table 3). This finding highlights the efficiency of asset utilisation as
a critical driver of financial performance in the pharmaceutical sector. Efficient
asset turnover not only enhances operational effectiveness but also shortens the
cash conversion cycle, allowing companies to translate assets into revenues at a
faster rate (Fahrudin & Dillak, 2022; Kovalchuk & Verhun, 2020). In this context,
TATO serves as a key metric for managerial decision-making, particularly in
capital-intensive industries where optimal asset deployment directly impacts
profitability.

By contrast, while DAR is positively associated with PG —indicating that a
1% increase in DAR leads to a 6.1% increase in profit growth—this effect is
statistically insignificant. One plausible explanation is that many pharmaceutical
companies rely heavily on debt financing to support research, development, and
expansion activities. The relatively stable nature of pharmaceutical demand may
allow these firms to operate with higher leverage without immediately
compromising financial performance. Furthermore, debt may be strategically
managed to optimise tax advantages or to signal financial strength to external
investors. However, the lack of statistical significance suggests that the
relationship between leverage and profit growth is not uniform and may vary
depending on the firm’s capital structure, cost of debt, and risk exposure.
Table 3. Effect of financial performance on profit growth

Variable Coefficient Std Error t-Stat Prob
C 6.886 0.715 9.628 0

CR 0.334 0.203 1.64 0.03*
TATO 0.358 0.255 5.31 0**
DAR 0.061 0.284 0.215 0.830
R-Squared 0.437
Durbin Watson Stat 0.595
Prob (F-Statitic) 0.000

* a=0.05, **: a=0.01
Source: Research Data, 2025

The forecasting results for profit growth (PG) indicate an anticipated
change of 4.67% in the upcoming period. The forecasting model demonstrates a
Mean Absolute Percentage Error (MAPE) of 27.50%, which falls within the
acceptable threshold for forecasting accuracy, indicating that the model is
reasonably reliable. Additionally, the Mean Absolute Deviation (MAD) is recorded
at 1.043, and the Mean Squared Error (MSE) stands at 1.552, further validating the
model’s forecasting performance. Despite previous periods showing consistent
growth, the projection for the next period suggests a downward trend in PG
(Figure 3a). This deceleration may reflect structural inefficiencies or external
market pressures affecting profit sustainability. Therefore, strategic interventions
such as expanding sales channels, fostering positive investor sentiment, enhancing
managerial effectiveness, and tightening budgetary controls are critical to
sustaining and improving profit growth in pharmaceutical companies (Bagus et
al., 2023). These actions not only mitigate the projected decline but also position
firms to be more resilient in the face of industry volatility.

In parallel, the forecast for the Cash Ratio (CR) in the subsequent period
reveals a projected change of 2.705%, supported by a MAPE of 23.74%, confirming
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the model’s suitability for predictive analysis. The MAD for CR is reported at 0.37,
while the MSE stands at 0.154, both reflecting a high level of accuracy in the
model’s predictive capability. As depicted in Figure 3b, the CR is expected to
remain relatively stable, suggesting that liquidity conditions within the sample
pharmaceutical firms will not fluctuate significantly in the near term.
Nevertheless, maintaining liquidity at an optimal level remains a strategic priority.
In this context, firms are encouraged to increase CR by improving their current
asset base and concurrently managing or reducing short-term liabilities (Kolade,
2019). Strengthening liquidity not only enhances the firm’s ability to meet
immediate obligations but also serves as a buffer against unexpected market
shocks or operational disruptions.

PG CR
P I o | e T —— ]
Method r.|cv|1gnera;e:i penods 1o avesage =5 ) Method Moving ami;ksc-Alp!roﬂs'u average =5 ‘
A A | & . A
)_}k__/ r;lvj\_‘.‘ il \ y/"\h\":_—;ﬁ_,l
N - L | . — | - (-
MAD 1.043 MAD 0.37
MSE 1.552 MSE 0.154
MAPE 27.50 % MAPE 23.74 %
Forecasting 4.671 % Forecasting 2.705 %
(@) (b)

Figure 3. Forecasting results of PG and CR
Source: Research Data, 2025

The forecast results for Total Asset Turnover (TATO) reveal a projected
increase of 1.258% in the upcoming period. The forecasting model, with a Mean
Absolute Percentage Error (MAPE) of 20.59%, is considered feasible and reliable.
Furthermore, the model demonstrates a Mean Absolute Deviation (MAD) of 0.25
and a Mean Squared Error (MSE) of 0.075, indicating a satisfactory level of
predictive accuracy. As illustrated in Figure 4a, TATO is expected to rise in the
near term, suggesting that pharmaceutical companies are likely to improve their
efficiency in utilising total assets to generate revenue. However, the model also
signals a potential tapering or decline in the longer term. This projection highlights
the need for firms to consistently monitor asset utilisation and invest in strategies
that maximise operational efficiency. Initiatives such as upgrading production
technology, streamlining supply chain management, and minimising idle assets
may help sustain or even accelerate turnover rates, particularly in a highly
competitive and innovation-driven industry.

Turning to the Debt-to-Asset Ratio (DAR), the forecast suggests a slight
increase of 0.513% in the next period. The forecasting model, with a MAPE of
21.26%, falls within an acceptable range for accuracy, supported by a MAD of 0.105
and an MSE of 0.017, both of which reflect strong predictive precision. As shown
in Figure 4b, DAR is anticipated to trend downward after the next period. This
decline indicates a potential shift toward lower financial leverage, which may be
indicative of a strategic move by pharmaceutical firms to strengthen their capital
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structure. Reduced reliance on debt financing can improve financial stability,
especially amid macroeconomic uncertainty and currency fluctuations that affect
loan repayment costs. In response, firms are encouraged to enhance internal
financing mechanisms, optimise working capital, and reduce dependence on
external debt to lower interest burdens and improve long-term solvency (Gettman,
2022; Zhang et al., 2025; Alomi et al., 2023).

Together, these forecast findings underscore the importance of dynamic
financial management in Indonesia’s pharmaceutical sector. By anticipating future
changes in asset efficiency and debt levels, firms can adopt more agile and
informed strategies to support sustainable profit growth and strengthen overall
financial performance.

TATO DAR
EZ R — D ForsCoor | Dol [ fearaw ] Tmy 03 = Defuk Fore Cokr | Dt
- —— (- [ L I
MAD 0.25 MAD 0.105
MSE 0.075 MSE 0.017
MAPE 20.59 % MAPE 21.26 %
Forecasting 1.258 % Forecasting 0.513 %

@) (b)
Figure 4. Forecasting results of TATO and DAR
Source: Research Data, 2025

CONCLUSION

The findings of this study reveal that financial performance —measured through
the Cash Ratio (CR), Total Asset Turnover (TATO), and Debt-to-Asset Ratio
(DAR) —has a generally positive influence on profit growth (PG), although not all
variables contribute equally. The results of the panel data regression analysis
indicate that a 1% increase in CR corresponds to a 33.4% increase in PG, and a 1%
increase in TATO is associated with a 35.8% rise in PG. Both of these effects are
statistically significant and underscore the critical role of liquidity and asset
efficiency in driving profitability. Conversely, a 1% increase in DAR corresponds
to a 6.1% increase in PG, but the relationship is statistically insignificant. This
suggests that while leverage may contribute to profitability to some extent, its
impact remains marginal and may reflect differing capital structures or risk
preferences across pharmaceutical firms.

Given these findings, pharmaceutical companies in Indonesia should
prioritise strategies that improve cash reserves and optimise asset utilisation to
sustain profit growth. These may include strengthening working capital
management, reducing operational inefficiencies, and leveraging digital
technologies to support inventory and distribution processes. Although DAR was
found to be insignificant, managing debt prudently remains essential in
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maintaining financial resilience and investor confidence, particularly in periods of
macroeconomic volatility.

In light of the regression outcomes, future research should consider the
inclusion of additional variables that may influence corporate performance more
robustly. Potential areas for exploration include investment in research and
development (R&D), innovation capabilities, supply chain efficiency, and
regulatory compliance. Incorporating such variables may yield deeper insights
into the structural and strategic factors underpinning profitability in the
pharmaceutical industry and provide more comprehensive guidance for
stakeholders.

Turning to the forecasting results, the analysis shows that the financial
performance of publicly listed pharmaceutical firms in Indonesia remains
dynamic. Profit growth (PG), while generally increasing, is projected to experience
a deceleration in the near future. To counter this potential downturn, firms must
intensify efforts to boost sales, improve managerial effectiveness, and foster
favourable market sentiment. In this context, transparent corporate governance
and strong investor relations may contribute to maintaining confidence and
sustaining capital inflows.

The forecast for CR suggests a stable trend in the short term, although
maintaining this position requires active management of liquidity. Firms should
consider initiatives to improve current asset levels and reduce short-term
liabilities, ensuring a sufficient buffer to absorb operational shocks. Similarly, the
forecasted trajectory of TATO, which mirrors that of PG, highlights the ongoing
importance of asset efficiency. Pharmaceutical firms are encouraged to invest in
technologies and practices that enhance asset turnover, such as demand
forecasting, production planning, and lean inventory systems.

Finally, the downward trend in DAR suggests a move towards
deleveraging, which could reflect a strategic preference for lower financial risk.
While this may strengthen balance sheet health, companies must also ensure that
reduced borrowing does not constrain growth opportunities. Balancing capital
structure decisions with investment needs will be critical for maintaining
competitiveness in a sector marked by innovation and regulatory change.

In summary, the combined results of the regression and forecasting
analyses provide strategic insight into how financial performance variables
interact with profit growth. These findings offer a valuable reference for
pharmaceutical companies seeking to enhance performance, manage financial
risks, and navigate a complex and evolving business environment. Future strategic
planning and business expansion decisions should be grounded in these empirical
insights to ensure long-term sustainability and shareholder value creation.

REFERENCE

A.R., A. (2023). Panel data regression techniques.

AFFAND], F., SUNARKO, B., & Yunanto, A. (2019). The Impact of Cash Ratio,
Debt To Equity Ratio, Receivables Turnover, Net Profit Margin, Return On
Equity, and Institutional Ownership To Dividend Payout Ratio. JOURNAL
OF RESEARCH IN MANAGEMENT, 1.
https:/ /doi.org/10.32424 /jorim.v1i4.53

1783



E-JURNAL AKUNTANSI
VOL 35 NO 6 JUNI 2025 HLMN. 1772-1787

Ahmed, F., Rahman, M. U., Rehman, H. M., Imran, M., Dunay, A., & Hossain, M.
B. (2024). Corporate capital structure effects on corporate performance
pursuing a strategy of innovation in manufacturing companies. Heliyon, 10(3),
e24677. https:/ /doi.org/https:/ /doi.org/10.1016/j.heliyon.2024.e24677

Alomi, Y., Aljumah, G., Alohlie, N., Alamri, N., Almadany, M., AlHamdan, B.,
Alashban, R., Almasoudi, A., & Alanazi, G. (2023). Accounting and Financial
in Pharmacy Practice: Income and Cash Flow Statements. International Journal
of Pharmacology and Clinical Sciences, 12, 36-48.
https:/ /doi.org/10.5530/ijpcs.2023.12.6

Arsyad, M., Haeruddin, S., Muslim, M., & Pelu, M. (2021). The effect of activity
ratios, liquidity, and profitability on the dividend payout ratio. Indonesia
Accounting Journal, 3, 36. https:/ /doi.org/10.32400/1aj.30119

Baby, A., Mia, M. A,, & Pitchay, A. A. (2024). A systematic review of financial
performance in the manufacturing industry. Future Business Journal, 10(1), 70.
https:/ /doi.org/10.1186/s43093-024-00353-1

Bagus, P., Putra Budiartha, P., Wiedyaningsih, C., Yuniarti, E.,, Agung, A., &
Prithadewi, A. (2023). Forecasting Drug Demand Using The Single Moving
Average At Prof. dr. LG.N.G. Ngoerah Hospital. Majalah Farmaseutik, 19(3),
394-402.
https:/ /journal.ugm.ac.id /majalahfarmaseutik/article/view /86207

Brau, J. (2010). Why Do Firms Go Public? The Oxford Handbook of Entrepreneurial
Finance. https:/ /doi.org/10.1093 / oxfordhb/9780195391244.013.0016

Damayanti, D., Taujiharrahman, D., & Ghozali, I. (2022). Liquidity Ratio Analysis
in Measuring Company Financial Health at PT. Indofood CBP Sukses
Makmur Tbk. Velocity: Journal of Sharia Finance and Banking, 2, 34-44.
https://doi.org/10.28918 / velocity.v2i1.5167

Elreedy, D., Atiya, A. F., & Shaheen, S. I. (2021). Novel pricing strategies for
revenue maximization and demand learning using an exploration-
exploitation =~ framework.  Soft = Computing,  25(17), 11711-11733.
https:/ /doi.org/10.1007 /s00500-021-06047-y

Endri, E., Kartika, A., Budiasih, Y., Yuliantini, T., Kasmir, K., & Sari, A. (2020).
Determinants of Profit Growth in Food and Beverage Companies in
Indonesia. The Journal of Asian Finance, Economics and Business, 7.
https:/ /doi.org/10.13106/jafeb.2020.vol7.n012.739

Estrada, M. del R. C., Camarillo, M. E. G., Parraguirre, M. E. S,, Castillo, M. E. G,,
Juarez, E. M., & Gémez, M. ]. C. (2020). Evaluation of Several Error Measures
Applied to the Sales Forecast System of Chemicals Supply Enterprises.
International ~ Journal ~ of  Business = Administration,  11(4),  39.
https:/ /doi.org/10.5430/ijba.v11n4p39

Fahrudin, Z., & Dillak, V. J. (2022). Pengaruh Total Asset Turnover, Operating
Profit Margin, Working Capital To Total Asset Dan Debt To Asset Ratio
Terhadap Pertumbuhan Laba ( Studi Kasus Pada Perusahaan Sektor
Pertanian Yang Terdaftar Di Bursa Efek Indonesia Tahun 2017-2020 ). E-
Proceeding of Management, 9(3), 1404-1414.

Gettman, D. (2022). Financial Planning for New Pharmaceutical Care Services in
Existing Pharmacies. https:/ /doi.org/10.13140/RG.2.2.18033.19047

Harinurdin, E. (2022). The Influence of Financial Ratio and Company Reputation

1784



RAHIM, D. A., CITARAYANI, 1., & MARBUN, M. C.
LINKING FINANCIAL PERFORMANCE...

on Company Stock Prices Financial Sector. In Proceedings (Vol. 83, Issue 1).
https:/ /doi.org/10.3390/ proceedings2022083047

Hsiao, C. (2014). Analysis of Panel Data. Cambridge University Press.
https:/ /doi.org/10.1017/CB0O9781139839327

Influence, T. H. E., Return, O. F., Asset, O. N., Moderating, T. H. E., Of, E., Of, P.,
& Mining, T. H. E. (2024). DEBT-EQUITY RATIO TO STOCK PRICES : 22(2),
586-600.

Ismiyanti, F., & Fuad Armansyah, R. (2010). Motif Go Public, Herding, Ukuran
Perusahaan, Dan Underpricing Pada Pasar Modal Indonesia. Jurnal
Manajemen Teori Dan Terapan, 3, 20-42.
https:/ /doi.org/10.20473 /jmtt.v3i1.2391

Kanna, H., Ruma, Z., Anwar, Sahabuddin, R., & Nurman. (2023). Profitability
Ratio Analysis to Measure Financial Performance at PT. Bank Sulselbar
Makassar Main Branch. International Journal of Social Science, Education,
Communication and Economics (SINOMICS JOURNAL), 2, 463-472.
https://doi.org/10.54443 /sj.v2i3.149

Karim, A., Widyarti, E. T., & Santoso, A. (2023). Effect of current ratio, total asset
turnover, and size on profitability: Evidence from Indonesia manufacturing
companies. Diponegoro International Journal of Business, 6(1), 57-63.
https:/ /doi.org/10.14710/ dijb.6.1.2023.57-63

Kasim, Y., Marwah, S., & Nugraha, M. E. (2022). Performance of Mergers and
Acquisitions in Go Public Company. Tadulako Social Science and Humaniora
Journal, 3(1), 1-12. https:/ / doi.org/10.22487 /sochum.v3i1.15733

Kementerian Kesehatan. (2017). Daftar industri farmasi per 30 mei 2017. 1.
http:/ /farmalkes.kemkes.go.id /2017 /07 / daftar-industri-farmasi/

Khoiriah, N. (2022). The Effect of Current Ratio, Debt to Equity Ratio and Total
Asset Turnover on Return on Equity (Manufacturing Industry Companies in
the Consumer Goods Sector Food and Beverage Sub-sector Listed on the
Indonesia Stock Exchange for the Period 2013-2020). Budapest International
Research and Critics Institute (BIRCI-Journal): Humanities and Social Sciences, Vol
5, No 2 (2022): Budapest International Research and Critics Institute May, 10282~
10292. https:/ /bircu-journal.com/index.php/birci/article/ view /4827 / pdf

Kolade, O. J. (2019). Demand Forecasting and Measuring Forecast Accuracy in a
Pharmacy. Economica, 15(3), 157-169.

Kovalchuk, T., & Verhun, A. (2020). Improvement Of The Method Of Analysis Of
Asset Management Efficiency. Baltic Journal of Economic Studies, 5, 61.
https:/ /doi.org/10.30525/2256-0742/2019-5-5-61-66

Mamo, W. B. (2023). Growth Determinants of Micro and Small Enterprises (MSEs):
Evidence from Entrepreneurs in the Eastern Region of Ethiopia. Journal of the
Knowledge Economy, 14(1), 138-160. https://doi.org/10.1007/s13132-021-
00859-x

Manajemen, J. 1., Bisnis, D., Prasetio, A. E., Salma, U., Azizah, A., & Daulay, Y.
(2021). The Effect Of Total Assets Turnover, Current Ratio And Financial
Technology On The Profitability Of Banking Companies In Indonesia. Journal
Ilmiah Management and Business, 7(2), 253-262.

Martani, & Herdina Dwi Aprilya. (2023). Analisis Kinerja Keuangan Pada
Perusahaan Farmasi yang Terdaftar di Bursa Efek Indonesia (BEI) Sebelum

1785



E-JURNAL AKUNTANSI
VOL 35 NO 6 JUNI 2025 HLMN. 1772-1787

dan Selama Pandemi Covid-19. Jurnal Ekonomi Dan Manajemen, 2(2 SE-
Articles), 159-166.
https:/ /journal.admi.or.id/index.php/JEKMA/ article/ view /809

Maulidya, E., Sukoco, A., Suyono, ]., & Elisabeth, D. (2019). Analysis of Financial
Performance Based on Financial Ratio and Economic Value Added. IJIEEB :
International Journal of Integrated Education, Engineering and Business, 2, 115-
122. https:/ /doi.org/10.29138 /ijieeb.v2i2.959

Mointi, R., Kurnia, A., & Hasmi. (2021). Perencanaan laba perusahaan farmasi go
public pharmacy company profit planning go public. Economy Deposit Journal
(E-DJ), 3(1), 28-39.

Moosivand, A., Rajabzadeh Ghatari, A., & Rasekh, H. R. (2019). Supply Chain
Challenges in Pharmaceutical Manufacturing Companies: Using Qualitative
System Dynamics Methodology. Iranian Journal of Pharmaceutical Research :
IJPR, 18(2), 1103-1116. https:/ / doi.org/10.22037 /ijpr.2019.2389

Mufidah, M., Febrianti, 1., & Adisetiawan, R. (2024). Pengaruh Cash Ratio dan
Pertumbuhan Laba Terhadap Nilai Perusahaan dengan Ukuran Perusahaan
sebagai Variabel Moderasi. Jurnal Ilmiah Universitas Batanghari Jambi, 24(1),
871. https:/ /doi.org/10.33087 /jiubj.v24i1.5058

Nany, M., Prasetyaningrum, M., Pratama, D., & Triana, Y. (2023). Manajemen Laba
dan Kinerja Operasional Sebelum dan Sesudah IPO Bursa Efek Indonesia.
Sosio E-Kons, 15, 167. https:/ /doi.org/10.30998 / sosioekons.v15i2.15757

Oyemaja, A. (2024). Moving Averages in Time Series Analysis: Understanding Trends
& Forecasting.

Pardosi, D., & Siagian, H. (2021). Debt to Assets Ratio and Management Asset on
Financial Performance: an Evidence of Chemical Companies in Indonesia
Stock Exchange. Ekonomis: Journal of Economics and Business, 5, 417.
https://doi.org/10.33087 / ekonomis.v5i2.387

Patin, J.-C., Rahman, M., & Mustafa, M. (2020). Impact of Total Asset Turnover
Ratios on Equity Returns: Dynamic Panel Data Analyses. Journal of
Accounting, Business and Management (JABM), 27, 19.
https://doi.org/10.31966/jabminternational.v27i1.559

Rahmah Fadillah, I., Nadiyah, N., Rohmah, L., Haryadi, D., & Wahyudi, W. (2024).
Profitability ratio analysis to assess the financial performance. International
Journal of Applied Finance and Business Studies, 11(4 SE-Articles), 964-969.
https://doi.org/10.35335/ijafibs.v11i4.243

Rajagukguk, J., & Siagian, H. (2021). The Effect of Liquidity and Total Asset
Turnover on Profitability: Research Study n Pharmaceutical Companies in
Indonesia Stock Exchange. Ekonomis: Journal of Economics and Business, 5, 444.
https:/ /doi.org/10.33087 / ekonomis.v5i2.400

Ramayanti, R., Rachmawati, N., & Andriana, Y. (2022). Level of Urgency for the
Application of Integrated Financial and Tax Reports for MSME Actors: A Cost
and Benefit Analysis Approach. International Journal of Research in Business and
Social Science (2147- 4478), 11, 377-387.
https:/ /doi.org/10.20525/ijrbs.v11i5.1899

Raudys, A., & PABARSKAITE, Z. (2018). Optimising the smoothness and accuracy
of moving average for stock price data. Technological and Economic
Development of Economy, 24, 984-1003.

1786



RAHIM, D. A., CITARAYANI, 1., & MARBUN, M. C.
LINKING FINANCIAL PERFORMANCE...

https:/ /doi.org/10.3846,/20294913.2016.1216906

Refriansyah, E., Rezky, R., Eko, P., Utomo, P., Informasi, S., & Jambi, U. (2024). 3
1,2,3. 16(1), 105-112.

Report, C., Dasopang, E. S., Fauziah, 1., Hasanah, F., Siahaan, D. N., Yunisma, D.,
& Lubis, R. (2022). Pharmacy Performance Based on Financial Perspective
Before and During COVID-19 Pandemic: A Case Study. Pharmaceutical
Sciences and Research, 9(2), 102-107. https:/ /doi.org/10.7454 / psr.v9i2.1221

Rutkowska-Miczka, A. (2015). The Influence of Profitability Ratios and Company
Size on Profitability and Investment Risk in the Capital Market. Folia
Oeconomica Stetinensia, 15. https:/ /doi.org/10.1515/foli-2015-0025

Saleh, B. (2023). The Effect of Financial Ratios, Firm Size, and Cash Flows from
Operating Activities on Earnings per Share. International Journal of Professional
Business Review, 8, e03317.
https://doi.org/10.26668 /businessreview /2023.v8i6.3317

Sari, N. N. P, & Yousida, I. (2022). Pengaruh Likuidittas Dan Profitabilitas Dan
Ukuran Perusahaan Terhadap Harga Saham Pada Perusahaan Farmasi Yang
Terdaftar Di Bursa Efek Indonesia. Jurnal Ilmiah Ekonomi Bisnis, 8(2), 209-220.
http:/ /ejournal.stiepancasetia.ac.id/index.php/jieb]ilid

Seretidou, D., Billios, D., & Stavropoulos, A. (2025). Integrative Analysis of
Traditional and Cash Flow Financial Ratios: Insights from a Systematic
Comparative Review. In Risks (Vol. 13, Issue 4).
https:/ /doi.org/10.3390/risks13040062

Sestanj-Peric, T., Keglevi¢ Kozjak, S., & Kovsca, V. (2019). FINANCIAL RATIOS
BENCHMARKS - AVERAGE OF INDUSTRY OR SOME OTHER MEASURE?

Sulistio, T. (n.d.). P Anduan Ipo (G O P Ublic ). 1-12.

Sunaryo, D., & Lestari, E. P. (2021). The Effect of Debt to Asset Ratio and Debt to Equity
Ratio Against Return on Assets. 8(April), 9-13. https:/ /doi.org/10.4108/ eai.18-
11-2020.2311805

Virandani, & Sofyan, M. (2023). The Effect of Cash Ratio, Debt to Equity Ratio,
Total Asset Turnover, Return on Asset and a Firm Size on Dividend Payout
Ratio at Bank Persero Listed in IDX High Dividend 20 Period 2018-2021.
Sinergi International Journal of Management and Business, 1(1 SE-Articles), 17-
43. https:/ /doi.org/10.61194/ijmb.v1il.2

Xu, D., Lee, S. H.,, & Eom, T. (2007). Introduction to Panel Data Analysis.
https:/ /doi.org/10.1201/9781420013276.ch32

Yandes, J., & Nugroho, S. (2023). Reviewing Internal Variables on the Level of
Underpricing of IPO Shares (Observation of the Company Go Public on IDX
2021-2022). llomata International Journal of Tax and Accounting, 4, 311-323.
https://doi.org/10.52728 /ijtc.v4i2.734

Zhang, L., Wang, L., Ji, Y., & Pan, Z. (2025). Forecasting Gold Volatility in an
Uncertain Environment: The Roles of Large and Small Shock Sizes. Journal of
Forecasting, n/a(n/a). https:/ /doi.org/https:/ /doi.org/10.1002/for.3247

1787



