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ABSTRACT 

 

The research purposes determine the 
effect of the current ratio on return on 
assets, determine the effect of debt to 
asset ratio on return on assets. knowing 
the effect of return on assets on profit 
growth, knowing the effect of the current 
ratio on profit growth, knowing the effect of 
debt to asset ratio on profit growth, 
knowing the effect of the current ratio on 
profit growth mediated by return on assets, 
and knowing the effect of debt to asset 
ratio on profit growth which is mediated by 
return on assets at PT. Perkebunan 
Nusantara IV Medan. The method in this 
research uses quantitative research, the 
sample used in this study is the entire 
population in the form of financial reports 
of PT Perkebunan Nusantara IV Medan for 
the last 10 years from. The data collection 
technique in this study uses 
documentation techniques. The data 
analysis technique used panel data 
regression analysis. The data processing 
in this study uses Eviews 9. Based on the 
research shows that the current ratio has a 
significant effect on return on assets, the 
debt to asset ratio has no significant effect 
on return on assets, the current ratio has a 
significant effect on profit growth, the debt 
to asset ratio has a significant effect on 
profit growth, return on assets does not 
have a significant effect on profit growth, 
return on assets mediate the relationship 
between current ratio to profit growth, 
return on assets does not mediate the 
relationship between debt to asset ratio to 
profit growth. 
 
Keywords: Profit Growth; Return on 
Assets; Current Ratio; Debt to Asset Ratio  
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INTRODUCTION 
 
PT Perkebunan Nusantara IV Medan, is a Subsidiary of a State-Owned 
Enterprise Indonesia which operates in the plantation sector palm oil and tea . This 
BUMN is headquartered in Medan , North Sumatra and was officially founded in 1996 
as a merger of several other companies. 90% of the Indonesian government's shares 
in PT. Perkebunan Nusantara IV Medan were transferred to PT. Perkebunan 
Nusantara III and the holding company for the Plantation BUMN. PT. Perkebunan 
Nusantara IV Medan also processes the oil palm seed center located in the Adolina 
Business Unit, located in Perbaungan, Serdang Bedagai , North Sumatra . Which has 
branches in 9 locations, namely Langkat Regency, Deli Serdang, Serdang Berdagai, 
Simalungun, Asahan, Labuhan Batu, Padang Lawas, Coal and Mandailing Natal. 
 
Profit growth is a change in the percentage increase in profits obtained by the 
company. Good profit growth indicates that the company has a good financial condition 
and will increase the company's value. Profit growth is calculated by subtracting the 
current period's profit from the previous period's profit and then dividing by the previous 
period's profit as used in research (Andriyani, 2015). 
 
The following is a table of profit growth at the company PT. Perkebunan Nusantara IV 
Medan for the period 2013 to 2022: 

 
Table.1 Profit Growth PT. Perkebunan Nusantara IV Medan  

Period (2013-2022) in millions 

Period Profit Growth (%) 

20013 417.858.799.917 47.94% 

2014 804.279.495.996 92.48% 

2015 890.866.393.008 10.77% 

2016 697.428.997.083 (21.71%) 

2017 433.344.791.637 (37.87%) 

2018 752.363.591.531 73.62% 

2019 204.898.252.248 (72.77%) 

2020 555.577.584.843 171.15% 

2021 599.059.844.945 7.83% 

2022 580.373.205.080 (3.12%) 

Average 593.605.095.629 24.49% 

Source: PT. Perkebunan Nusantara IV Medan, 2023 
 
One way to predict company profits is to use financial ratios. Financial ratio analysis 
helps business people and government officials evaluate the company's financial 
condition in the past, present or future. Financial ratios that influence profit growth 
include the current ratio, total asset turnover, receivable turnover, debt to asset ratio, 
debt to equity ratio, return on assets. 

 
Table.2 Return on Assets PT. Perkebunan Nusantara IV Medan 

Period (2013-2022) in millions 

Period Profit Total Assets 
ROA 
(%) 

2013 417.858.799.917 5.872.748.418.129 7.12% 

2014 804.279.495.996 6.778.392.669.834 11.87% 

2015 890.866.393.008 7.993.504.435.188 11.14% 

2016 697.428.997.083 9.199.385.014.952 7.58% 

https://id.wikipedia.org/wiki/Badan_Usaha_Milik_Negara
https://id.wikipedia.org/wiki/Badan_Usaha_Milik_Negara
https://id.wikipedia.org/wiki/Indonesia
https://id.wikipedia.org/wiki/Perkebunan
https://id.wikipedia.org/wiki/Kelapa_sawit
https://id.wikipedia.org/wiki/Teh
https://id.wikipedia.org/wiki/Kota_Medan
https://id.wikipedia.org/wiki/Sumatra_Utara
https://id.wikipedia.org/wiki/1996
https://id.wikipedia.org/wiki/Pemerintah_Indonesia
https://id.wikipedia.org/wiki/Pemerintah_Indonesia
https://id.wikipedia.org/wiki/Perbaungan,_Serdang_Bedagai
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2017 43.344.791.637 9.396.537.639.618 4.61% 

2018 752.363.591.531 10.093.036.227.017 7.45% 

2019 204.898.252.248 12.788.381.416.359 1.60% 

2020 555.577.584.843 13.364.320.348.392 4.16% 

2021 599.059.844.945 13.204.954.942.522 4.54% 

2022 580.373.205.080 15.722.952.370.053 3.69% 

Average 593.605.095.629       10.441.421.348.206 5.69% 

Source: PT. Perkebunan Nusantara IV Medan, 2023 
 

There is a tendency for the value of return on assets to increase due to an increase in 
total assets followed by an increase in net profit. Companies are required to be able to 
generate profits, if the company's profits are high then it is certain that the company 
can pay the debts it has, both short-term debt and long-term debt. One ratio to 
measure the ability to pay debts is the current ratio.  
 
The following is a table of the current ratio at PT Perkebunan Nusantara IV Medan from 
2013 -2022 
 

Table.3 Current Ratio PT. Perkabunan Nusantara IV Medan 
Period (2013-2022) in millions 

Period Current Assets Current Liabilities 
Current 

Ratio (%) 

2013 1.380.789.458.780 998.007.754.251 138.35% 

2014 1.494.484.549.372 1.236.685.021.804 120.85% 

2015 1.731.931.950.155 1.458.909.290.798 118.71% 

2016 1.968.867.355.310 1.601.540.455.825 122.94% 

2017 1.680.475.007.120 1.538.281.740.458 109.24% 

2018 2.092.577.404.168 1.944.773.834.397 107.60% 

2019 1.527.527.055.940 1.763.152.636.028 86.64% 

2020 2.264.248.612.909 1.720.081.492.708 131.64% 

2021 2.094.992.777.545 2.046.674.606.877 102.36% 

2022 2.152.784.733.659 1.871.141.171.069 115.05% 

Average 1.838.867.890.496 1.617.924.800.422 115.34% 

Source: PT. Perkebunan Nusantara IV Medan, 2023 
  
There is a tendency for the value of the current ratio to decrease due to an increase in 
the amount of current debt, while current assets have not increased as much as current 
debt. Profit growth can also be influenced by the debt to asset ratio. Debt to Asset 
Ratio (DAR) is often also called Debt Ratio (DR). Debt to asset ratio is one of the 
solvency ratios or debt ratios. This ratio is usually used to measure a company's ability 
to pay its debts with the assets it owns. The high value of the debt to asset ratio 
indicates that many of the assets owned by the company are funded by debt which can 
cause the company to experience difficulties in the future, so the company must be 
able to manage the value of its debt to asset ratio. According to Sudana (2015) the 
debt ratio measures the proportion of funds originating from debt to finance company 
assets. The greater this ratio shows that the portion of debt used to finance investment 
in assets is greater, which means the company's financial risk increases and vice 
versa. 
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The following is a Debt to Asset Ratio table at PT. Perkebunan Nusantara Medan, 
 

Table.4 Debt to Asset Ratio PT. Perkebunan Nusantara IV Medan 
Period (2013-2022) in millions 

Period Total Amoun of Debt Total Assets 
Debt Ratio 

(%) 

2013 3.228.982.029.669 5.872.748.418.129 54.98% 

2014 3.472.418.777.378 6.778.392.669.834 51.23% 

2015 4.057.482.472.917 7.993.504.435.188 50.76% 

.2016 4.996.094.359.792 9.199.385.014.952 54.31% 

2017 5.004.002.341.800 9.396.537.639.618 53.25% 

2018 5.082.474.223.075 10.093.036.227.017 50.36% 

2019 6.209.058.813.522 12.788.381.416.359 48.55% 

2020 6.743.110.686.589 13.364.320.348.392 50.46% 

2021 6.481.513.542.268 13.204.954.942.522 49.08% 

2022 8.123.363.549.792 15.722.952.370.053 51.67% 

Average 5.339.850.076.680 10.441.421.348.206 51.46% 

Source: PT. Perkebunan Nusantara IV Medan, 2023 
  
The debt to asset ratio to decrease, because the company's total assets are greater 
than the total debt it has. Debt to equity ratio A high (DER) has a bad impact on 
company performance because a higher debt level means the interest expense will be 
greater, which means reducing profits. On the other hand, a low DER level indicates 
better performance, because it causes a higher rate of return ( Gunawan & Wahyuni, 
2013) . The following is a table Debt to Equity Ratio (DER) 
 

Table.5 Debt to Equity Ratio PT. Perkebunan Nusantara IV Medan 
Period (2013-2022) in millions 

Period Total Amoun of Debt Total Equity 
Debt Equity 

Ratio (%) 

2013 3.228.982.029.669 2.643.766.388.460 122.14% 

2014 3.472.418.777.378 3.305.973.892.456 105.03% 

2015 4.057.482.472.917 3.936.021.962.271 103.09% 

2016 4.996.094.359.792 4.203.290.655.160 118.86% 

2017 5.004.002.341.800 4.392.535.297.818 113.92% 

2018 5.082.474.223.075 5.010.562.003.942 101.44% 

2019 6.209.058.813.522 6.579.322.602.837 94.37% 

2020 6.743.110.686.589 6.621.209.661.803 101.84% 

2021 6.481.513.542.268 6.723.441.400.254 96.40% 

2022 8.123.363.549.792 7.599.588.820.261 106.89% 

Average  5.339.850.079.680 5.101.571.268.526 104.67% 

Source: PT. Perkebunan Nusantara IV Medan, 2023 
  
For the debt to equity ratio to decrease due to an increase in total equity which is 
followed by an increase in the company's total debt. Meanwhile, the debt to asset ratio 
value has decreased because the company's total equity is greater than the total debt it 
has. Return on Assets (ROA) is the ratio between the company's net profit after tax and 
the company's total assets as a whole. ROA also describes the rate of return on the 
assets owned by the company. ROA shows the company's ability to generate profits 
from the assets used. If there is an increase in ROA, there will be an increase in profit 
growth. A high ROA shows that the company is trying to increase sales so that profit 
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growth will increase too. This is in accordance with research by Hartini (2012) which 
states that the ROA variable partially influences profit growth with a significance level of 
0.033 (smaller than 0.05). 
 
If the Current Ratio (CR) is low, it can be said that the company lacks capital to pay 
debts. However, if the results of measuring a high ratio do not necessarily mean that 
the company is in good condition, this could happen because the company is not using 
the cash management system as well as possible (Mardiyanto, 2009) . If the company 
can fulfill all its obligations then the company is in liquid condition. Financial condition 
Good ones will have an impact on the company's high profits. In accordance with 
Saragih's research, (2015) shows the results of a simple linear regression equation, 
namely: ROA = 0.028 + 0.023 CR + ɛ . This shows that there is a positive influence 
between the current ratio and return on assets with a significant level of 0.023 (smaller 
than 0.05) 
 
If the Debt To Asset Ratio (DAR) value is high, it means that the company will have 
more debt funding, but if the value is low it does not necessarily mean that the 
company will be able to finance the operational activities it carries out because of the 
small amount of capital it has ( Hery, 2015) . A higher Debt to Asset Ratio (DAR) can 
result in a decrease in profit growth. The results of Safitri's research (2016) show that 
the Debt to Asset Ratio has a significant value of 0.000, which is smaller than 0.05 and 
the tcount of 4.135 is greater than the ttable of 1.694. This shows that the t table value 
α = 5% is smaller than tcount so that partially the Debt variable to Asset Ratio has a 
significant influence on profit growth.  
 
 

LITERATURE REVIEW 
 

1. Profit Growth (Profit Growth) 
According to Sihombing (2018) profit is the difference between income received and 
costs incurred in a certain period which can increase wealth. Meanwhile, according to 
Widiyanti (2019), profit is the difference between realized income arising from 
transactions during one period and costs related to income . 
 
According to Harahap (2015) "Profit growth is a ratio that shows the company's ability 
to increase net profit compared to the previous year. Meanwhile, according to Trirahaju 
(2017) "Profit growth is an increase or decrease in profits per year." Meanwhile, 
according to Nurhadi (2011) "Profit growth shows the percentage increase in profits 
that a company can produce in the form of net profit, which is important for many 
parties such as managers, shareholders, financial analysts and so on. The main 
objective of reporting profits is to provide useful information for interested parties in 
financial reports. Profit growth from year to year can be used as a basis for measuring 
management efficiency and can help predict the company's direction or dividend 
distribution in the future. 
 
2. Understanding Current Ratio 
According to Kasmir (2013) "The current ratio is a ratio to measure a company's ability 
to pay short-term obligations or debts that will soon mature when they are collected in 
full. In other words, how much current assets are available to cover short-term liabilities 
that are due soon? According to Murhadi (2013) "The current ratio is a ratio that is 
usually used to measure a company's ability to meet short-term liabilities that will 
mature within one year." From the definition stated above, it can be interpreted that the 
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current ratio is a measure used to measure a company's ability to fulfill its short-term 
obligations that are due. 

 
3. Understanding Debt to Asset Ratio 
Debt Ratio is a ratio that indicates the portion of a company's debt compared to assets; 
provides a general overview of the impact on the company along with the potential 
risks faced by the company on debt ( Guinan, 2009) . 
 
According to Sudana (2015) , The debt ratio measures the proportion of funds 
originating from debt to finance company assets. Meanwhile, according to Kasmir 
(2013) , the debt ratio is a debt ratio that is used to measure the comparison between 
total debt and total assets. In other words, how much of a company's assets are 
financed by debt or how much company debt has an effect on asset management. 

 
4. Understanding Return on Assets 
According to Kariyoto (2017) "ROA is a ratio that measures the level of return on 
investment made by a company using all the funds (assets) it has." Meanwhile, 
according to Hery (2015) "The return on assets is a ratio used to measure how much 
net profit is generated from each rupiah of funds embedded in total assets." 
 
Meanwhile, according to Sudana (2015) "ROA shows the company's ability to use all 
its assets to generate profits after tax". And according to Rambe, et al (2017) " Return 
On Assets is the comparison between net profit and total assets to measure the level of 
return on initial investment". 
From the definition of ROA according to the experts above, it can be concluded that 
Return on Assets (ROA) is a profitability ratio value used to measure a company's 
ability to generate profits on the total assets used to fund the company. 
 
5. Conceptual framework 
A conceptual framework is a form of thinking framework that can be used as an 
approach to solving problems. The conceptual framework aims to connect or explain in 
depth a topic of discussion. 

 
 

 
 
  

           
 
 
 
 
 
 
 
 
 

Figure 1. Conceptual Framework 
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6. Hypothesis 
Based on the problem formulation, research objectives and framework of thought 
described in the previous section, the researcher assumes the hypothesis in this 
research is as follows: 

1. There is an influence of the current ratio on return on assets  
2. There is an influence of the Debt to Asset Ratio on Return on Assets  
3. There is an influence of the current ratio on Profit Growth  
4. There is an influence of the Debt to Asset Ratio on Profit Growth  
5. There is an influence of Return on Assets on Profit Growth. 
6. Return on Assets can mediate the influence of the Current Ratio on Profit 

Growth. 
7. Return on Assets can mediate the influence of Debt to Asset Ratio on Profit 

Growth   
 
 

RESEARCH METHOD 
 

Path Analysis  
Path analysis is used to analyze the pattern of relationships between variables with the 
aim of determining the direct or indirect influence of a set of independent variables on 
the dependent variable. Path analysis or path analysis is the relationship between 
independent variables, intervening variables and dependent variables which is usually 
presented in diagram form. According to Juliandi, et al (2015) There are many models 
used to carry out path analysis, but this research uses a two-path analysis model. The 
equation model used in this research is described as follows: 
 

  
     
     β 3 
 β 1 β 5 

             β 4 

 β 2  β 4  
 

 
 

             ɛ1                                                   ɛ2 
 

 
Figure 2. Path Analysis Model 

 
The equation in the path analysis model above is as follows: 

Y = α + β 3 X1 + β 4 X2 + β 5 Z + ɛ 2 
Z = α + β 1 X1 + β 2 X2 + ɛ 1 

Information: 
α  : Constant 
X1  : Current Ratio 
X2  : Debt To Asset Ratio 
Z  : Return On Assets 
Y  : Profit Growth 
β   : Regression coefficient 
ɛ  : Error term/Error Rate 
 

X1 

X2 

   Z 
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The criterion for drawing conclusions from path analysis is that if the indirect influence 
coefficient value > direct influence ( β 2 x β 5 > β 4 ) then variable Z is an intervening 
variable, or in other words the actual influence is indirect and if the indirect influence 
coefficient value < direct influence ( β 2 x β 5 < β 4 ) then variable Z is not an intervening 
variable, the actual influence is direct. (Juliandi et al., 2015). 

 
RESULTS 

 
Path Analysis Hypothesis Test Results 
Path analysis is an analytical technique used to study the causal relationship between 
independent variables and dependent variables. In this research, the relationship 
between the independent variables (current ratio and debt to asset ratio) with the 
dependent variable (profit growth) mediated by the intervening variable (return on 
asset). 

 
Table. Path Coefficient Summary 

 

Variables Coeff St. Error t-statistic Prob. Information 

CR – ROA 2.799650 0.862291 3.246756 0.0025 Significant 

DAR – ROA -
1.588532 2.767363 

-
0.574024 0.5694 

Not significant 

CR – PG 5.028888 0.754096 6.668759 0.0000 Significant 

DAR – PG -
35.62736 

4.873962 -
7.309732 

0.0000 Significant 

ROA – PG 2.919493 2.498177 1.168650 0.2502 Not significant 

Source: Processed data, 2023 
 
Based on the summary table of path coefficients and calculations 1 and 2 above, the 
following structural equation is obtained: 

a. ROA = 2,799CR + -1,588DA R + 0.836 
b. PG = 5,029CR + - 35,627DAR + 2,919 ROA + 0 ,592 

 
 

The following is a path diagram from the structural equation above: 
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Figure 3. Path Diagram 
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Based on the path coefficient summary table above, it can be seen that CR has a 
significant effect on PG with a coefficient of 5.028888, while the indirect effect of CR on 
PG through ROA can be calculated as 2.799650 x 2.919493 = 6.14503. and the total 
influence of CR on PG is 5.028888 + 6.14503 = 11.173918. From these calculations, 
the direct influence coefficient value is 5.028888 and the indirect influence coefficient 
value is 6.14503, this means the indirect influence is greater than the direct influence or 
6.14503>5.028888, this means ROA mediates the relationship between CR and PG. 
DAR has a significant effect on PG with a regression coefficient of -35.62736, while the 
indirect effect of DAR on PG through ROA can be calculated as -35.62736 x 2.919493 
= - 104.013828. And the total influence of DAR on PG is -139.641188. From these 
calculations, the direct influence coefficient value is -35.62736 and the indirect 
influence coefficient value is -104.013828, this means that the indirect influence is 
smaller than the direct influence or -0.3562736<-104.013828, this means that ROA 
does not mediate. relationship between DAR and PG. 
 

 
DISCUSSION 

 
1. The Effect of Current Ratio on Return on Assets 
The results of the analysis show that the current ratio has a significant effect on return 
on assets, this can be seen from the probability value of 0.0226 which is below the 
significance level of 0.05. This shows that the company's ability to pay off its short-term 
debt will affect its return on assets , which means the company is able to manage 
current assets well so that the company can carry out the company's operational 
activities to achieve maximum profits. 

 
2. The Influence of Debt to Asset Ratio on Return on Assets 
The results of the analysis show that the debt to asset ratio does not have a significant 
effect on return on assets, this can be seen from the resulting probability, which is 
0.4267, which is greater than the significance level of 0.05. This shows that the 
decreasing debt to asset ratio could be due to the decreasing total debt as well as the 
company's ineffectiveness in managing the total assets it owns and the impact is that 
net profit also decreases. 

 
3. The influence of the Current ratio on profit growth 
The research results show that the current ratio has a significant effect on profit growth, 
this can be seen from the resulting probability value of 0.00 which is smaller than the 
significance level of 0.05. This shows that the company's ability to fulfill its short-term 
obligations will have an effect on increasing the value of profit growth. 

 
4. The Influence of Debt to Asset Ratio on Profit Growth 
The research results show that the debt to asset ratio has a significant effect on profit 
growth, this can be seen from the resulting probability value, which is 0.00, which is 
smaller than the significance level of 0.05. This shows that a small debt to asset ratio 
value will be better because the interest debt burden to external parties will decrease 
which will result in increased company profits. 

 
5. The Effect of Return on Assets on Profit Growth 
The research results show that return on assets does not have a significant effect on 
profit growth, this can be seen from the resulting probability of 0.2502 which is greater 
than the significance level of 0.05. This shows that if there is an increase in the value of 
return on assets, it will be followed by a decrease in profit growth. 
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6. The influence of the Current Ratio on Profit Growth is mediated by Return on 
Assets 

The results of the mediation research show that the coefficient value of the direct 
influence of the current ratio on profit growth is 5.028888, while the indirect influence of 
CR on PG through ROA can be calculated as 2.799650 x 2.919493 = 6.14503. The 
coefficient value of the indirect effect is greater than the direct effect or 
6.14503>5.028888, this means that ROA mediates the relationship between CR and 
PG. 

 
7. The influence of Debt to Asset Ratio on Profit Growth is mediated by Return 

on Assets 
The results of the mediation research show that the coefficient value of the direct 
influence of debt to asset ratio on profit growth is -35.62736, while the indirect influence 
of DAR on PG through ROA can be calculated as -35.62736 x 2.919493 = - 
104.013828. The indirect influence coefficient value is smaller than the direct influence 
or equal to -104.013828<-35.62736, this means that ROA does not mediate the 
relationship between DAR and PG. 

 
 

CONCLUSION 
 
Based on the results of research conducted at the company PT. Perkebunan 
Nusantara IV Medan, it can be concluded as follows: 

1. The current ratio has a significant effect on return on assets, this can be seen 
from the probability value of 0.0226 which is below the significance level of 0.05 
or 5%, so H1 is accepted. 

2. The debt to asset ratio does not have a significant effect on return on assets, this 
can be seen from the resulting probability, which is 0.4267, which is greater than 
the significance level of 0.05 or 5%, so H2 is rejected. 

3. The current ratio has a significant effect on profit growth, this can be seen from 
the resulting probability value of 0.00 which is smaller than the significance level 
of 0.05 or 5%, so H3 is accepted. 

4. The debt to asset ratio has a significant effect on profit growth, this can be seen 
from the resulting probability value, which is 0.00, which is smaller than the 
significance level of 0.05 or 5%, so that H4 is accepted. 

5. return on assets does not have a significant effect on profit growth, this can be 
seen from the resulting probability of 0.2502 which is greater than the 
significance level of 0.05 or 5%, so H5 is rejected. 

6. Return on assets mediates the relationship between current ratio and profit 
growth, this can be seen from the indirect effect being greater than the direct 
effect or equal to 6.14503>5.028888, so H6 is accepted. 

7. Return on assets does not mediate the relationship between current ratio        
and profit growth this can be seen from the indirect effect being smaller than     
the direct effect or equal to -104.013828<-35.62736, so H7 is rejected. 
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