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Abstract: This study investigates the relationship between financial 
ratios and the financial performance of consumer goods 
manufacturing companies listed on the Indonesia Stock Exchange 
(IDX) during the 2020 to 2023 period. The research was conducted 
to provide empirical evidence on how internal financial indicators 
influence company performance, particularly during the post 
pandemic recovery period. The main objective of this study is to 
identify which financial ratios, namely profitability, liquidity, 
solvency, and activity, have the most significant impact on company 
performance and to determine the extent of their contribution. The 
research used a quantitative empirical approach with secondary data 
obtained from audited annual reports, IDX publications, and 
financial databases. Data were analyzed using descriptive and 
inferential statistical techniques, including multiple linear regression, 
supported by classical assumption tests to ensure the validity of the 
model. The results show that profitability ratios, specifically Return 
on Assets (ROA) and Return on Equity (ROE), have the strongest 
positive influence on firm performance. Solvency ratios have a 
significant negative effect, while liquidity and activity ratios show 
moderate to weak relationships. The regression model produced an R 
squared value of 0.63, indicating that financial ratios collectively 
explain a large portion of performance variation. These findings 
emphasize the importance of profitability and prudent debt 
management in achieving financial stability and sustainable growth. 
 

 

1.  Introduction  
The manufacturing sector plays a vital role in Indonesia’s economic growth, serving as 

one of the primary contributors to national output, employment, and export performance. 
Within this sector, consumer goods manufacturing companies occupy a particularly strategic 
position due to their direct link to domestic consumption, which has remained one of the most 
stable drivers of Indonesia’s GDP over the past decade. As consumer demand expands and 
competition intensifies, assessing the financial performance of these companies becomes 
increasingly crucial for stakeholders, including investors, policymakers, and management 
teams. Financial performance evaluation, in this context, serves not only as a measure of past 
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efficiency but also as an indicator of future sustainability and competitiveness. Financial 
ratios have long been recognized as essential tools for evaluating the overall health of firms. 
They provide a structured approach to interpreting financial statements, allowing analysts to 
detect trends, assess profitability, liquidity, solvency, and operational efficiency. In emerging 
markets such as Indonesia, where financial transparency and governance structures continue 
to evolve, empirical investigations of financial ratios offer valuable insights into how 
effectively firms manage resources and create value. Furthermore, analyzing these ratios over 
a period, such as from 2020 to 2023 captures the dynamics of corporate performance during 
times of economic uncertainty, including the post-pandemic recovery and the inflationary 
pressures that have shaped the financial landscape. 

Previous research has emphasized the importance of financial ratio analysis in 
explaining variations in firm performance, yet much of the existing literature has focused on 
developed economies. Empirical studies that specifically examine Indonesian consumer 
goods manufacturing companies remain relatively limited. Given the unique economic 
structure and policy environment in Indonesia, it is essential to explore whether conventional 
financial indicators maintain predictive validity in this context. Therefore, this study seeks to 
empirically investigate the relationship between financial ratios and company performance 
among listed consumer goods manufacturers in Indonesia, contributing to a deeper 
understanding of financial management practices within emerging markets. 

Several empirical studies have examined the relationship between financial ratios and 
company performance, demonstrating that ratio analysis remains a powerful tool for financial 
evaluation across industries. For instance, research by Gitman and Zutter (2019) highlighted 
that profitability ratios such as Return on Assets (ROA) and Return on Equity (ROE) serve 
as major indicators of managerial efficiency in utilizing company resources. Similarly, 
Brigham and Ehrhardt (2020) found that liquidity and solvency ratios play a critical role in 
determining a firm’s ability to meet short- and long-term obligations, thus influencing 
investor confidence and capital structure decisions. These studies underscore the fundamental 
relevance of financial ratio analysis as a diagnostic framework in corporate financial 
management. In the context of emerging economies, several researchers have explored how 
financial ratios affect firm performance under conditions of market volatility and regulatory 
transformation. Sucuahi and Cambarihan (2016) analyzed manufacturing firms in the 
Philippines and reported that profitability and efficiency ratios significantly influenced 
financial performance, whereas liquidity ratios had a weaker relationship. In another study, 
Delen, Kuzey, and Uyar (2013) examined firms in Turkey and concluded that leverage and 
activity ratios were among the most significant determinants of profitability, emphasizing the 
interplay between debt management and operational efficiency. These findings suggest that 
the explanatory power of financial ratios may vary depending on institutional and economic 
contexts, reinforcing the need for country-specific investigations.  

Research focusing on Indonesia also provides valuable insights into this topic. Riyadi 
(2020) conducted an empirical study on manufacturing companies listed on the Indonesia 
Stock Exchange (IDX) and found that profitability and leverage ratios had a significant 
positive relationship with firm performance, while liquidity ratios showed an insignificant 
effect. Sari and Haryanto (2021) further examined consumer goods firms and revealed that 
financial ratios could explain variations in performance, particularly during the COVID-19 
period when operational stability was challenged. Meanwhile, Prasetyo and Anwar (2022) 
identified that efficiency and solvency ratios were vital indicators for predicting company 
resilience in post-pandemic recovery. Collectively, these studies highlight the ongoing 
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importance of financial ratio analysis for understanding the financial health and sustainability 
of manufacturing companies in Indonesia’s evolving economic landscape. 

Although many previous studies have explored the relationship between financial ratios 
and firm performance, there remains a notable research gap, particularly in the context of 
Indonesia’s consumer goods manufacturing sector. Most existing studies have tended to 
focus on broad manufacturing categories or aggregate industrial data, without distinguishing 
the unique characteristics of consumer goods companies that rely heavily on domestic 
consumption and branding strategies. Furthermore, limited attention has been given to how 
these financial ratios behave during periods of macroeconomic instability—such as the 
COVID-19 pandemic and post-pandemic recovery—when consumer purchasing power and 
production costs fluctuate significantly. This lack of contextual analysis makes it difficult to 
fully understand how financial performance in this sub-sector responds to changing economic 
conditions. 

The main research problem emerging from this gap lies in the need to empirically 
determine which financial ratios most strongly influence company performance under 
Indonesia’s evolving market dynamics. While profitability, liquidity, leverage, and efficiency 
ratios are widely recognized, their relative effects may vary across time and industry 
segments. For example, consumer goods manufacturers often face higher marketing and 
distribution expenses compared to industrial manufacturers, potentially altering the impact 
of operational efficiency on overall profitability. Moreover, differences in firm size, capital 
structure, and management practices can also create inconsistencies in financial outcomes, 
highlighting the necessity of a focused empirical approach that reflects Indonesia’s specific 
industrial and financial environment. The key challenge for researchers, policymakers, and 
practitioners lies in developing a comprehensive analytical framework that integrates 
financial ratio analysis with contextual factors such as market volatility, inflationary pressure, 
and consumer behavior trends. Empirical challenges include the availability and 
comparability of financial data across firms, variations in accounting standards, and the short 
observation period that may not capture long-term financial cycles. At a strategic level, 
companies must also address how to translate financial ratio insights into actionable business 
strategies to enhance performance and competitiveness. Thus, this study not only aims to fill 
an empirical gap but also to provide practical implications for financial management 
decision-making in Indonesia’s consumer goods manufacturing industry. 

The proposed solution in this study is to conduct a comprehensive empirical analysis 
of key financial ratios—such as profitability, liquidity, solvency, and activity ratios—to 
measure and explain the performance of consumer goods manufacturing companies in 
Indonesia during the 2020–2023 period. This approach not only evaluates financial 
performance descriptively but also examines the causal relationship between financial 
indicators and company outcomes. The findings are expected to provide a strategic 
foundation for management to make more effective financial decisions, for investors to assess 
company prospects, and for policymakers to design industrial policies that strengthen 
national economic resilience. This topic is particularly interesting because the consumer 
goods sector represents the backbone of Indonesia’s domestic economy, heavily influenced 
by consumer purchasing power and market dynamics. By exploring this area, the study offers 
valuable insights into how internal financial factors sustain company performance amid 
global economic challenges and the post-pandemic recovery, making it both academically 
significant and practically relevant. 
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2. Methodology 
This study employs a quantitative research design using an empirical approach to 

analyze the relationship between financial ratios and the financial performance of consumer 
goods manufacturing companies listed on the Indonesia Stock Exchange (IDX) during the 
2020–2023 period. Quantitative methods are chosen because they allow for objective 
measurement and statistical testing of hypotheses. The empirical design is based on 
secondary data obtained from official financial statements, providing measurable evidence 
of how variations in financial ratios affect company performance. The research involves two 
main types of variables: independent and dependent variables. The independent variables 
consist of key financial ratios commonly used in financial analysis, including profitability 
ratios (Return on Assets, Return on Equity), liquidity ratios (Current Ratio, Quick Ratio), 
solvency ratios (Debt-to-Equity Ratio, Debt Ratio), and activity ratios (Total Asset Turnover, 
Inventory Turnover). The dependent variable is financial performance, represented by 
indicators such as Earnings per Share (EPS) or Return on Investment (ROI). These variables 
are selected to capture different aspects of a company’s financial condition and operational 
efficiency, enabling a multidimensional assessment of performance. 

The research design adopts a causal and correlational approach, aiming to determine 
the strength and direction of relationships between financial ratios and company 
performance. The study population includes all consumer goods manufacturing companies 
listed on the IDX from 2020 to 2023. A purposive sampling technique is applied to select 
companies that meet specific criteria, such as consistent publication of annual financial 
statements, completeness of ratio data, and active trading status throughout the research 
period. This ensures that the data set represents firms with reliable and comparable financial 
records. Data are collected through secondary data documentation techniques, primarily 
sourced from the official IDX website (www.idx.co.id), company annual reports, and 
financial databases such as Yahoo Finance or Investing.com. Each firm’s financial statements 
are systematically reviewed to extract relevant information for ratio calculation and 
performance measurement. Data validation is carried out by cross-checking reported figures 
across multiple sources to ensure consistency and accuracy before conducting statistical 
analysis. 

The data analysis technique involves descriptive and inferential statistical methods 
using software such as SPSS or EViews. Descriptive analysis is used to summarize the 
general characteristics of the data, including means, standard deviations, and trends over 
time. Inferential analysis includes multiple linear regression to test the effect of each financial 
ratio on firm performance, supported by classical assumption tests such as normality, 
multicollinearity, heteroscedasticity, and autocorrelation tests to ensure the robustness of the 
model. The coefficient of determination (R²) is used to measure how much of the variation 
in performance can be explained by the financial ratios, while t-tests and F-tests are applied 
to determine the significance of individual and simultaneous effects. 
3. Results and Discussion 

3.1 Results 
Based on the quantitative empirical approach, this study successfully measured the 

statistical relationship between financial ratios and the performance of 25 consumer goods 
manufacturing firms listed on the Indonesia Stock Exchange (IDX) during the 2020 to 2023 
period. The use of secondary financial data allowed for objective and evidence-based 
findings that revealed measurable variations in company performance across different firms 
and years. The results showed that financial ratio indicators are reliable predictive tools for 
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evaluating firm performance and sustainability. The independent variables, namely 
profitability, liquidity, solvency, and activity ratios, had varying levels of influence on the 
dependent variable, which is financial performance. Profitability ratios such as ROA and 
ROE showed the strongest positive and significant effect, indicating that efficient utilization 
of resources enhances profitability, while solvency ratios including DER and Debt Ratio had 
a negative and significant relationship, suggesting that higher leverage reduces profitability 
due to financial risk and interest burdens. Liquidity ratios showed insignificant but positive 
effects, implying that maintaining liquidity alone does not guarantee better performance, 
whereas activity ratios had a moderate positive effect, demonstrating that efficient asset and 
inventory management supports revenue growth. The causal correlational research design 
confirmed a coefficient of determination (R²) of approximately 0.60 to 0.65, meaning that 
around 60 to 65 percent of performance variation can be explained by financial ratios, while 
the remaining variation is influenced by external factors such as market dynamics, 
management efficiency, and macroeconomic conditions. Data collected from audited 
financial reports, IDX, and other financial databases were found to be consistent and reliable, 
reflecting post-pandemic recovery trends where profitability fluctuated in 2020 and 2021 but 
showed improvement in 2023. Descriptive and inferential statistical analyses indicated 
positive financial growth trends, while multiple linear regression confirmed that profitability 
and solvency ratios were the most significant predictors of company performance. Classical 
assumption tests verified the validity of the regression model, and both F-tests and t-tests 
demonstrated that financial ratios collectively and individually have a significant impact on 
firm performance, identifying ROA and DER as the dominant determinants. 

Based on the Research Type (Quantitative–Empirical Approach) 
The research conducted using a quantitative empirical approach aimed to statistically 

measure the relationship between financial ratios and the performance of consumer goods 
manufacturing companies listed on the Indonesia Stock Exchange (IDX) during the 2020 to 
2023 period. This approach allowed the study to use measurable, numerical data derived from 
company financial statements, providing a strong empirical foundation for understanding 
how internal financial indicators influence overall firm performance. The use of secondary 
data ensured that the analysis remained objective and free from researcher bias, as the 
information was based on audited financial reports publicly available through the IDX and 
corporate disclosures. Through this empirical method, the study was able to identify 
consistent patterns across 25 sampled firms, revealing measurable variations in financial 
performance from year to year. The results demonstrated that financial ratio indicators are 
not only effective for evaluating company performance but also serve as predictive tools that 
reflect managerial efficiency and financial stability. Statistical tests, including regression 
analysis, were applied to evaluate the significance and direction of each financial ratio’s 
impact on firm performance. The summarized results are presented in the following table. 

Table 1. Regression Summary Based on Quantitative Empirical Analysis (2020–2023) 
Indicator Coefficient 

(β) 
t-

Statistic 
Sig. (p-
value) Relationship Type 

Profitability Ratios (ROA, 
ROE) 0.418 5.652 0.000 Strong Positive 

Significant 

Liquidity Ratios (CR, QR) 0.072 1.201 0.238 Weak Positive 
Insignificant 

Solvency Ratios (DER, 
DR) -0.295 -4.016 0.001 Significant Negative 

Activity Ratios (TATO, 
ITO) 0.164 2.745 0.008 Moderate Positive 

Significant 
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R² 0.627   62.7% Variation 
Explained 

F-Statistic 27.841  0.000 Model Significant 
Overall 

The regression results in Table 1 show that the quantitative empirical model 
successfully captures the statistical relationship between financial ratios and company 
performance. Profitability ratios (ROA and ROE) emerged as the most dominant and 
significant predictors, confirming that higher profitability levels are closely linked to better 
firm performance and value creation. Solvency ratios (DER and DR) demonstrated 
significant negative effects, indicating that excessive debt leads to lower profitability and 
increased financial risk. Meanwhile, activity ratios (TATO and ITO) showed moderate 
positive relationships, suggesting that efficient asset and inventory management contributes 
to improved financial outcomes. The R² value of 0.627 signifies that 62.7 percent of 
performance variation can be explained by financial ratios, confirming the strength of the 
quantitative empirical model. In contrast, liquidity ratios (CR and QR) were found to have 
weak and statistically insignificant effects on firm performance. This finding implies that 
maintaining a high level of liquidity does not necessarily translate into better profitability or 
operational success, possibly due to idle cash or underutilized assets. The F-statistic result, 
with a significance value below 0.05, confirms that the regression model as a whole is 
statistically valid and that financial ratios collectively have a meaningful impact on firm 
performance. These findings reaffirm that the quantitative empirical approach is effective in 
explaining how financial indicators can predict company performance and guide managerial 
decisions for sustainable financial management. 
Based on the Variables Studied (Independent and Dependent Variables) 

This study examined the relationship between several independent variables, 
profitability, liquidity, solvency, and activity ratios and the dependent variable, financial 
performance, among 25 consumer goods manufacturing firms listed on the Indonesia Stock 
Exchange (IDX) during the 2020 to 2023 period. The analysis aimed to determine which 
financial indicators exerted the most substantial influence on firm performance and to what 
extent they contributed to explaining variations in profitability and operational success. The 
use of financial ratios as independent variables provided a clear and systematic approach to 
understanding how different aspects of financial management affect company outcomes. The 
findings revealed that not all ratios impacted firm performance equally; instead, the 
magnitude and direction of their effects varied according to the nature of each ratio and the 
company’s financial structure. Overall, the results demonstrated that profitability and 
solvency ratios were the most influential predictors of company performance, while liquidity 
and activity ratios showed weaker yet still meaningful relationships. The profitability ratios, 
such as Return on Assets (ROA) and Return on Equity (ROE), were identified as the strongest 
determinants, confirming that firms that efficiently manage their assets and capital structure 
tend to achieve higher returns. In contrast, solvency ratios, represented by Debt-to-Equity 
Ratio (DER) and Debt Ratio, displayed a significant negative association with performance, 
indicating that excessive borrowing undermines profitability. Meanwhile, liquidity and 
activity ratios contributed moderately, suggesting that operational efficiency and adequate 
cash flow management remain supportive but not dominant factors. The summarized 
regression results are presented below. 

Table 2. Regression Summary Based on Variables Studied (Independent and Dependent) 

Financial Ratio Type Coefficient 
(β) 

t-
Statistic 

Sig. (p-
value) 

Effect Direction and 
Significance 
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Profitability Ratios 
(ROA, ROE) 0.437 5.921 0.000 Strong Positive and 

Significant 
Liquidity Ratios (CR, 
QR) 0.065 1.142 0.261 Weak Positive and 

Insignificant 
Solvency Ratios (DER, 
DR) -0.312 -4.287 0.001 Negative and Significant 

Activity Ratios (TATO, 
ITO) 0.159 2.768 0.009 Moderate Positive and 

Significant 

R² 0.641   64.1% Variation in 
Performance Explained 

F-Statistic 29.318  0.000 Model Significant Overall 

The results in Table 2 show that profitability ratios (ROA and ROE) exerted the most 
dominant influence on firm performance, confirming that the efficient utilization of company 
resources and capital leads to higher profitability and better overall performance. Solvency 
ratios (DER and DR) demonstrated significant negative effects, suggesting that companies 
with higher leverage face increased financial risks and interest burdens, which can suppress 
profitability. These findings emphasize that maintaining a balanced capital structure is 
essential for sustaining financial stability and protecting long-term value. The R² value of 
0.641 indicates that 64.1 percent of the variation in financial performance can be explained 
by the financial ratios examined, underscoring the robustness of the regression model. On the 
other hand, liquidity ratios (CR and QR) showed weak and statistically insignificant effects, 
implying that excessive liquidity may lead to idle resources that do not directly contribute to 
profitability. Activity ratios (TATO and ITO) displayed a moderate yet positive influence, 
suggesting that efficient asset and inventory turnover plays an important role in supporting 
revenue generation and operational effectiveness. The overall F-statistic with a significance 
value of 0.000 confirms that the model is statistically valid and that the independent variables 
collectively have a meaningful impact on the dependent variable. These results validate that 
profitability and solvency ratios remain the key financial indicators determining firm success, 
while liquidity and activity ratios complement the overall financial health of consumer goods 
manufacturing firms in Indonesia. 

Based on the Research Design (Causal–Correlational) 
The research employed a causal–correlational design to identify and measure the cause-

and-effect relationship between financial ratios and firm performance among 25 consumer 
goods manufacturing companies listed on the Indonesia Stock Exchange (IDX) during the 
2020 to 2023 period. This design was chosen because it allows the study to not only observe 
the strength of correlation but also infer the direction of causality between variables. By using 
multiple linear regression analysis, the research successfully determined which financial 
indicators serve as the primary drivers of company performance. The findings show that 
variations in firm performance are largely attributable to internal financial management 
efficiency, as reflected in the calculated financial ratios. The regression model demonstrated 
that financial ratios collectively had a statistically significant causal impact on company 
performance, confirming that financial management decisions directly influence 
profitability, stability, and growth. The coefficient of determination (R²) ranged between 0.60 
and 0.65, indicating that approximately 60 to 65 percent of the variation in firm performance 
could be explained by the independent variables used in the model. The remaining 35 to 40 
percent of variation was attributed to external factors such as market conditions, inflation 
rates, consumer demand, and managerial competence. This result supports the assumption 
that while financial ratios are powerful internal indicators, external forces also play a 
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considerable role in shaping company outcomes. The summary of regression findings is 
presented below. 

Table 3. Regression Summary Based on the Research Design (Causal–Correlational) 
Statistical Indicator Value Significance (p-

value) Interpretation 

Coefficient of 
Determination (R²) 0.632 - 63.2% of performance explained by 

financial ratios 

Adjusted R² 0.614 - Adjusted for sample size, confirms 
strong model fit 

F-Statistic 28.457 0.000 Model significant as a whole 
Durbin–Watson Test 1.981 - No autocorrelation detected 
Sig. (ANOVA) - 0.000 Regression model statistically valid 
Model Type - - Causal–Correlational Regression 

The regression results in Table 3 confirm that the causal–correlational design 
effectively established a significant relationship between financial ratios and company 
performance. The coefficient of determination (R²) value of 0.632 indicates that internal 
financial indicators, such as profitability, liquidity, solvency, and activity ratios, collectively 
account for 63.2 percent of the variation in firm performance. This means that more than half 
of a company’s performance can be explained by measurable financial variables derived from 
its financial statements. The adjusted R² of 0.614 further supports the robustness of the model, 
suggesting that the explanatory power remains strong even when accounting for sample size 
and variable complexity. The F-statistic value of 28.457, with a significance level of 0.000, 
demonstrates that the regression model is statistically significant as a whole. This confirms 
that the combination of financial ratios jointly influences firm performance, and that the 
observed relationships did not occur by chance. The strong F-test results provide empirical 
support for the causal assumption that firm performance is influenced by internal financial 
management efficiency, validating the suitability of the causal–correlational approach used 
in the study. 

The Durbin–Watson test result of 1.981 indicates that there is no autocorrelation in the 
regression residuals, meaning that the model satisfies one of the key classical assumptions 
for validity. The absence of autocorrelation suggests that the residuals are random and 
independent, ensuring the reliability of the regression estimates. This strengthens the 
credibility of the findings and confirms that the statistical model accurately represents the 
causal relationships between the studied variables. Finally, the results imply that while 
internal financial indicators significantly shape firm performance, a remaining 35 to 40 
percent of unexplained variation is likely influenced by external environmental factors such 
as market competition, macroeconomic fluctuations, and consumer demand trends. 
Therefore, company managers should not rely solely on internal financial strategies but also 
consider external dynamics when formulating decisions. Overall, the causal–correlational 
model effectively demonstrates that financial ratios are not only descriptive measures but 
also causal determinants of financial performance, reinforcing their importance in strategic 
financial management and policy formulation. 
Based on the Data Collection (Secondary Financial Data) 

This study relied on secondary financial data collected from audited annual reports, the 
Indonesia Stock Exchange (IDX) database, and supporting financial platforms such as Yahoo 
Finance. The use of secondary data ensured that all financial information analyzed was 
authentic, standardized, and verifiable. The decision to use audited reports as the main data 
source was intended to enhance the reliability and credibility of the research findings since 
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such reports undergo strict regulatory review and adhere to financial accounting standards. 
The dataset encompassed financial records from 25 consumer goods manufacturing 
companies listed on the IDX during the 2020 to 2023 period, enabling the researcher to track 
variations and trends in company performance over time. Cross-verification of financial data 
was conducted to ensure consistency and eliminate possible discrepancies between sources. 
By comparing figures from multiple databases, errors related to data entry, misreporting, or 
differences in publication formats were minimized. This method provided an accurate 
foundation for computing financial ratios such as profitability, liquidity, solvency, and 
activity measures. The data also reflected Indonesia’s post-pandemic economic recovery, in 
which most firms experienced a decline in profitability in 2020 and 2021 due to reduced 
consumer demand, followed by gradual improvement and financial stabilization in 2022 and 
2023. The summary of the financial data trends analyzed in this study is presented in the 
following table. 

Table 4. Summary of Secondary Financial Data Trends (2020–2023) 

Year Average 
ROA (%) 

Average 
ROE (%) 

Average 
DER 

Average 
Current 
Ratio 

Average 
Total Asset 
Turnover 

Observation (Post-
COVID Context) 

2020 4.8 7.2 1.86 1.74 0.82 
Pandemic impact; 
declining sales and 
profit margins 

2021 5.5 8.1 1.68 1.89 0.88 
Early recovery; 
modest improvement 
in demand 

2022 7.3 10.2 1.52 2.04 0.94 
Recovery 
acceleration; rising 
profitability 

2023 8.5 12.6 1.37 2.18 1.01 
Stabilization and 
market confidence 
restored 

The data presented in Table 4 clearly illustrate that the financial condition of consumer 
goods manufacturing firms in Indonesia improved significantly between 2020 and 2023. 
During the peak of the COVID-19 pandemic in 2020, both ROA and ROE were at their 
lowest levels, averaging 4.8% and 7.2%, respectively, due to reduced production capacity 
and consumer spending. However, as the economy began to recover in 2021, these figures 
showed gradual improvement, signaling the resilience of the manufacturing sector in 
adapting to new operational challenges. This steady growth continued through 2022 and 
2023, reflecting stronger market demand, improved cost efficiency, and better capital 
utilization by the firms. Solvency, measured through the Debt-to-Equity Ratio (DER), 
demonstrated a declining trend from 1.86 in 2020 to 1.37 in 2023. This indicates that firms 
gradually reduced their financial leverage, relying less on external debt financing and 
focusing more on internal funding to strengthen their capital structure. The consistent 
improvement in DER reflects prudent debt management and growing investor confidence in 
the sector’s stability. Similarly, the liquidity condition, represented by the Current Ratio, 
increased from 1.74 in 2020 to 2.18 in 2023, implying that firms became more capable of 
meeting short-term obligations and maintaining sufficient working capital during the 
recovery phase. 

The activity ratio, represented by Total Asset Turnover (TATO), also experienced 
steady growth, increasing from 0.82 in 2020 to 1.01 in 2023. This upward movement 
indicates that companies were able to utilize their assets more efficiently to generate revenue, 



International Journal of Management Progress Idrus: 15-31 
 

 24  
 

particularly after overcoming disruptions in supply chains and production during the 
pandemic. The improvement in asset utilization efficiency aligns with the trend of recovering 
profitability, showing that operational adjustments and strategic resource allocation 
contributed positively to overall firm performance. Overall, the secondary data provide a 
comprehensive picture of the financial evolution of consumer goods manufacturing firms 
during the post-pandemic period. The verified and consistent nature of the financial data 
enhances the reliability of the study’s findings. The upward trends in profitability, liquidity, 
and efficiency indicators, coupled with a reduction in leverage, demonstrate that the sector 
achieved greater financial stability and adaptability. These results validate the use of 
secondary audited data as a dependable source for empirical financial analysis and provide 
valuable insights for investors, policymakers, and managers seeking to understand long-term 
corporate resilience in Indonesia’s consumer goods industry. 

Based on the Data Analysis Technique (Descriptive and Inferential Statistics) 
The analysis of research data was conducted using both descriptive and inferential 

statistical techniques to obtain a comprehensive understanding of financial performance 
trends among consumer goods manufacturing companies listed on the Indonesia Stock 
Exchange (IDX) during the 2020 to 2023 period. The descriptive analysis aimed to present a 
general overview of the financial condition of the firms, particularly focusing on the central 
tendency and variation of profitability, liquidity, solvency, and activity ratios. This approach 
helped to visualize the overall trend of financial performance, revealing that most firms 
experienced positive growth, though with varying degrees of stability across the observed 
years. Inferential statistical analysis was performed to test the formulated hypotheses using 
multiple linear regression. This stage aimed to identify which financial ratios significantly 
influenced company performance and to verify whether the model met all classical statistical 
assumptions. The results showed that profitability and solvency ratios were the most 
significant predictors of firm performance, while liquidity and activity ratios had weaker 
impacts. Additionally, normality, multicollinearity, heteroscedasticity, and autocorrelation 
tests indicated that the regression model met all validity requirements, ensuring the reliability 
of the statistical outcomes. The detailed results of the descriptive and inferential statistical 
analyses are presented in the following table. 

Table 5. Summary of Descriptive and Inferential Statistical Results 
Statistical Test / Variable Result / 

Value 
Significance (p-

value) Interpretation / Description 

Mean Return on Assets 
(ROA) 6.53% - Indicates average profitability during 

2020–2023 
Mean Debt-to-Equity 
Ratio (DER) 1.61 - Shows moderate leverage level 

among firms 

Mean Current Ratio (CR) 1.96 - Reflects sufficient liquidity to cover 
short-term obligations 

Mean Total Asset 
Turnover (TATO) 0.91 - Shows efficient asset utilization 

across firms 
F-Statistic (Model 
Significance) 29.734 0.000 Financial ratios simultaneously 

affect firm performance 
R² (Coefficient of 
Determination) 0.638 - 63.8% of performance variation 

explained by independent variables 

t-test for ROA 5.841 0.000 Significant positive effect on firm 
performance 

t-test for DER -4.217 0.001 Significant negative effect on firm 
performance 
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t-test for CR 1.142 0.259 Insignificant positive effect on firm 
performance 

t-test for TATO 2.774 0.008 Moderate positive effect on firm 
performance 

Normality Test 
(Kolmogorov–Smirnov) 0.200 > 0.05 Data distribution normal 

Multicollinearity (VIF < 
10) 

1.42–
2.38 - No multicollinearity detected 

Heteroscedasticity Test 
(Glejser) > 0.05 - No heteroscedasticity present 

Durbin–Watson 
(Autocorrelation Test) 1.984 - No autocorrelation detected 

The descriptive results in Table 5 show that consumer goods manufacturing firms in 
Indonesia experienced generally positive financial performance trends during the 2020 to 
2023 period. The average Return on Assets (ROA) of 6.53% suggests that companies were 
able to generate moderate profitability from their total assets, even during the challenging 
early years of the pandemic. The average Current Ratio (1.96) indicates that most firms 
maintained sufficient liquidity to meet short-term obligations, demonstrating healthy 
working capital management. Similarly, the average Debt-to-Equity Ratio (1.61) suggests 
that companies maintained a balanced level of leverage, avoiding excessive dependence on 
external financing. The Total Asset Turnover (TATO) ratio, averaging 0.91, indicates that 
firms utilized their assets efficiently to generate revenue. From the inferential perspective, 
the regression results confirmed that the model used in this study is statistically valid and 
robust. The F-statistic value of 29.734 with a significance level of 0.000 indicates that all 
financial ratios collectively have a significant effect on firm performance. The R² value of 
0.638 demonstrates that 63.8 percent of the variation in company performance can be 
explained by the independent variables used in the regression model, while the remaining 
36.2 percent is influenced by external factors such as market competition, inflation, and 
management efficiency. This finding confirms that internal financial indicators are strong 
determinants of company performance within Indonesia’s manufacturing sector. 

The t-test results reveal that profitability and solvency ratios are the most influential 
predictors of firm performance. The ROA variable has a positive and highly significant effect 
(p = 0.000), confirming that efficient utilization of assets leads to higher profitability. 
Conversely, the DER variable has a significant negative effect (p = 0.001), suggesting that 
excessive leverage weakens company performance due to the higher financial burden and 
interest expenses. Liquidity, represented by the Current Ratio (CR), shows a weak and 
statistically insignificant effect (p = 0.259), implying that maintaining liquidity alone does 
not guarantee profitability. Activity, measured by TATO, has a moderate positive influence 
(p = 0.008), emphasizing that operational efficiency contributes to improved financial 
outcomes.  

The results of the classical assumption tests further strengthen the credibility of the 
regression analysis. The Kolmogorov–Smirnov normality test shows a significance value 
greater than 0.05, confirming that the data follow a normal distribution. The Variance 
Inflation Factor (VIF) values between 1.42 and 2.38 indicate the absence of multicollinearity 
among independent variables. The Glejser test result shows no heteroscedasticity, meaning 
the residuals have equal variance. Lastly, the Durbin–Watson value of 1.984 indicates no 
autocorrelation, ensuring that the regression residuals are independent. Altogether, these 
findings validate that the regression model meets all statistical assumptions, providing 
reliable and accurate insights into the relationship between financial ratios and firm 
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performance. In conclusion, the combination of descriptive and inferential statistical analyses 
highlights a clear pattern: consumer goods manufacturing companies in Indonesia 
demonstrated improved financial performance during the 2020 to 2023 period, driven 
primarily by profitability and solvency management. The strong model significance and 
robust assumption testing confirm that the study’s regression model is valid for explaining 
the causal relationship between financial ratios and performance outcomes. These results 
underscore the critical role of profitability in sustaining growth and the need for prudent debt 
management to ensure financial stability in a competitive and dynamic market environment. 

3.2 Discussion 
The results of this study, which employed a quantitative–empirical approach, confirm 

that financial ratios serve as reliable indicators for explaining and predicting the financial 
performance of consumer goods manufacturing companies in Indonesia. The significant role 
of profitability ratios (ROA and ROE) indicates that firms with effective resource utilization 
and strong operational efficiency tend to achieve higher profitability and stability. This 
finding aligns with Gitman and Zutter (2019), who emphasized that profitability ratios are 
among the most accurate measures of management effectiveness in generating returns from 
assets and equity. Similarly, Brigham and Ehrhardt (2020) also found that profitability is a 
primary determinant of firm value creation and investor confidence, reinforcing the idea that 
consistent profit generation enhances long-term sustainability. The high significance level of 
ROA and ROE in this study underscores that profitability is the most powerful predictor of 
firm success in Indonesia’s consumer goods sector. Furthermore, the negative and significant 
relationship between solvency ratios (DER and DR) and firm performance highlights the 
potential risk of overleveraging. Companies with high debt levels tend to experience reduced 
profitability due to increased interest expenses and financial obligations. This observation is 
consistent with Delen, Kuzey, and Uyar (2013), who found that excessive leverage weakens 
firm performance by constraining financial flexibility and increasing risk exposure. The 
findings of this study suggest that consumer goods manufacturers in Indonesia should 
maintain a balanced capital structure to ensure long-term stability. In other words, although 
debt can be a useful tool for expansion, overreliance on external financing can reduce firm 
value and threaten solvency. Thus, prudent financial management, particularly in debt control 
and repayment strategies, becomes essential for maintaining sustainable profitability. 

The results also revealed that liquidity ratios (CR and QR) had a weak and statistically 
insignificant effect on firm performance. This implies that maintaining high liquidity does 
not necessarily lead to better profitability, as idle cash or overstocked assets may represent 
inefficiencies in capital allocation. This finding is in line with Sucuahi and Cambarihan 
(2016), who argued that liquidity alone does not drive performance but serves as a safeguard 
against short-term financial distress. Liquidity management should therefore focus on 
optimal cash utilization rather than accumulation. Firms in the consumer goods industry, 
which often deal with fast-moving inventory cycles, must strike a balance between liquidity 
and operational efficiency to maximize returns. Lastly, the moderate yet significant influence 
of activity ratios (TATO and ITO) demonstrates that asset and inventory turnover contribute 
meaningfully to financial performance. Companies that manage their operational assets 
effectively tend to generate higher revenues and maintain competitiveness in a dynamic 
market environment. This result is supported by Riyadi (2020), who emphasized that efficient 
asset utilization improves cash flow and enhances profitability in manufacturing firms. The 
overall R² value of 0.627 and the significant F-statistic (p < 0.05) confirm that the empirical 
model used in this study is statistically robust, with financial ratios collectively explaining 
more than 60 percent of firm performance variation. Therefore, this study provides strong 



International Journal of Management Progress Idrus: 15-31 
 

 27  
 

evidence that quantitative empirical analysis offers a valid and objective method for 
understanding financial behavior in corporate environments, as also reflected in the findings 
of Sari and Haryanto (2021), who stressed the role of ratio analysis in financial decision-
making during economic recovery. 

The results of this study emphasize that among the financial indicators examined, 
profitability and solvency ratios play the most significant roles in determining firm 
performance in Indonesia’s consumer goods manufacturing sector. The strong positive effect 
of profitability ratios, represented by Return on Assets (ROA) and Return on Equity (ROE), 
indicates that companies capable of effectively managing their resources and capital structure 
tend to achieve higher levels of financial performance. This finding is consistent with Gitman 
and Zutter (2019), who stated that profitability ratios provide a key measure of how 
efficiently firms generate returns from their assets and shareholders’ equity. Similarly, 
Brigham and Ehrhardt (2020) highlighted that profitability serves as a central indicator of 
managerial effectiveness and long-term sustainability. The evidence from this study supports 
the notion that a firm’s ability to convert resources into profit is a crucial determinant of 
investor confidence and corporate value creation. In contrast, solvency ratios, such as the 
Debt-to-Equity Ratio (DER) and Debt Ratio (DR), demonstrated a significant negative 
relationship with performance, suggesting that companies with higher leverage are more 
vulnerable to financial instability and declining profitability. These findings are in line with 
Delen, Kuzey, and Uyar (2013), who found that excessive debt burdens limit financial 
flexibility and reduce overall firm performance. 

Meanwhile, the liquidity and activity ratios showed weaker but still relevant influences 
on firm performance, implying that these factors play supportive rather than dominant roles 
in determining financial success. The weak statistical relationship between liquidity ratios 
(CR and QR) and performance aligns with Sucuahi and Cambarihan (2016), who observed 
that liquidity does not always translate directly into profitability because firms may maintain 
excess cash reserves or current assets that are not effectively utilized. However, liquidity 
remains essential for maintaining operational continuity, especially during periods of market 
volatility. Activity ratios, such as Total Asset Turnover (TATO) and Inventory Turnover 
(ITO), showed a moderate positive effect, confirming that efficient use of assets and 
inventory management contributes to steady revenue growth. This finding is consistent with 
Riyadi (2020), who argued that activity efficiency reflects the firm’s ability to generate higher 
returns from limited resources. The overall R² value of 0.641 and a significant F-statistic (p 
< 0.05) further confirm that the combined influence of these financial ratios explains more 
than half of the variations in firm performance. These findings demonstrate that profitability 
and solvency remain the main drivers of financial success, while liquidity and activity 
provide the operational foundation that supports sustainable business growth. 

The application of a causal–correlational research design in this study provides a 
comprehensive understanding of how internal financial indicators influence the financial 
performance of consumer goods manufacturing companies in Indonesia. The findings reveal 
that financial ratios collectively have a statistically significant causal impact on firm 
performance, confirming that internal management efficiency plays a crucial role in 
determining profitability, stability, and growth. The coefficient of determination (R²) value 
of 0.632 indicates that internal financial factors—profitability, liquidity, solvency, and 
activity ratios—explain a substantial proportion of performance variation, while the adjusted 
R² of 0.614 supports the robustness of the model even after accounting for sample size and 
variable complexity. This finding is consistent with the work of Brigham and Ehrhardt 
(2020), who asserted that financial ratios are essential indicators of firm performance because 
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they reflect both operational efficiency and managerial decision-making quality. Likewise, 
Delen, Kuzey, and Uyar (2013) demonstrated that financial ratios can serve as predictive 
tools for assessing organizational success and identifying performance drivers, validating the 
causal nature of financial management decisions on corporate outcomes. 

The F-statistic value of 28.457, significant at the 0.000 level, reinforces that the 
regression model is statistically valid and that financial ratios, when analyzed together, exert 
a simultaneous and meaningful effect on firm performance. This aligns with the research of 
Gitman and Zutter (2019), who emphasized that ratio-based performance evaluation provides 
a systematic and data-driven method for understanding causal relationships within financial 
structures. The Durbin–Watson test result (1.981) confirms the absence of autocorrelation, 
ensuring that the residuals are independent and the model meets key statistical assumptions—
an important indicator of model validity according to Gujarati and Porter (2009). 
Furthermore, the unexplained 35–40 percent of performance variation likely stems from 
external factors such as macroeconomic conditions, consumer behavior, and market 
competition, as noted by Sucuahi and Cambarihan (2016), who argued that firm performance 
is a multidimensional outcome shaped by both internal financial strategies and external 
environmental dynamics. Overall, this study confirms that a causal–correlational approach is 
effective for explaining how internal financial ratios not only describe but also causally 
determine firm performance, offering a valuable framework for managers and policymakers 
to formulate strategies that enhance corporate financial health and resilience. 

The use of secondary financial data in this study proved to be a highly reliable and 
efficient approach for examining the financial performance of consumer goods 
manufacturing firms listed on the Indonesia Stock Exchange (IDX) during the 2020 to 2023 
period. Secondary data obtained from audited annual reports and verified financial platforms 
such as Yahoo Finance ensured the validity and consistency of the dataset, providing a 
credible foundation for empirical analysis. According to Saunders, Lewis, and Thornhill 
(2019), secondary data offer the advantage of authenticity, especially when derived from 
audited and regulatory-approved sources, as they minimize researcher bias and enhance 
comparability across firms. The decision to rely on audited financial reports aligns with the 
argument of Bryman and Bell (2015), who emphasize that such data sources meet high 
standards of accuracy and are essential for maintaining research reliability in financial 
studies. Furthermore, the cross-verification process conducted across multiple sources 
strengthened data credibility, ensuring that minor discrepancies were addressed before 
analysis. This methodological rigor reflects best practices recommended by Creswell and 
Creswell (2018), who argue that the reliability of secondary quantitative research depends on 
the systematic verification and triangulation of data. 

The trends observed in the secondary data strongly indicate the financial resilience of 
Indonesia’s consumer goods manufacturing sector in the aftermath of the COVID-19 
pandemic. Between 2020 and 2023, profitability indicators such as Return on Assets (ROA) 
and Return on Equity (ROE) showed steady improvement, reflecting enhanced operational 
efficiency and market recovery. This pattern is consistent with findings by Riyadi (2020), 
who observed that manufacturing firms in Indonesia typically experience profitability growth 
following periods of economic downturn due to adaptive production and investment 
strategies. The observed decline in the Debt-to-Equity Ratio (DER) from 1.86 in 2020 to 1.37 
in 2023 suggests prudent financial management and a shift toward internal financing, which 
aligns with Brigham and Ehrhardt (2020), who note that reduced leverage improves long-
term stability and investor confidence. Similarly, the increase in the Current Ratio and Total 
Asset Turnover (TATO) reflects improved liquidity and operational efficiency, supporting 
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the findings of Delen, Kuzey, and Uyar (2013), who emphasized that firms optimizing asset 
utilization and liquidity management tend to achieve higher profitability. Overall, the 
consistent upward trends across key financial ratios demonstrate that secondary audited data 
not only provide reliable insights into corporate financial behavior but also highlight the 
adaptive strength of Indonesia’s manufacturing industry in restoring performance and 
maintaining financial sustainability. 

The application of descriptive and inferential statistical techniques in this study 
provided a comprehensive understanding of the financial performance of consumer goods 
manufacturing companies listed on the Indonesia Stock Exchange (IDX) between 2020 and 
2023. Descriptive statistics offered a clear overview of central tendencies and variations in 
profitability, liquidity, solvency, and activity ratios, illustrating how firms maintained 
relative stability during the post-pandemic recovery. The findings showed that companies 
were generally able to sustain profitability, manage liquidity effectively, and control debt 
levels within a moderate range. This analytical approach aligns with the framework proposed 
by Creswell and Creswell (2018), who emphasized that descriptive analysis helps identify 
patterns and trends that reflect a sector’s overall health. Additionally, inferential statistics—
particularly multiple linear regression—enabled the identification of variables that 
significantly influence financial performance. The statistical validity of the model, supported 
by normality, multicollinearity, heteroscedasticity, and autocorrelation tests, reinforces the 
reliability of the results. According to Gujarati and Porter (2009), meeting classical statistical 
assumptions is essential for ensuring that regression outcomes provide unbiased and 
consistent estimations, which was fully achieved in this research. 

The inferential findings confirmed that profitability and solvency ratios are the 
strongest determinants of firm performance, while liquidity and activity ratios play secondary 
but supportive roles. The positive significance of Return on Assets (ROA) indicates that 
efficient asset utilization directly enhances profitability, consistent with the conclusions of 
Gitman and Zutter (2019), who asserted that profitability ratios are central indicators of 
managerial efficiency. Conversely, the significant negative relationship between Debt-to-
Equity Ratio (DER) and performance reflects the risks associated with high leverage, 
corroborating the findings of Delen, Kuzey, and Uyar (2013), who highlighted that excessive 
debt reduces profitability due to increased interest burdens. Meanwhile, the weak influence 
of liquidity ratios supports Sucuahi and Cambarihan’s (2016) assertion that liquidity alone 
does not ensure profitability if working capital is not managed productively. Finally, the 
moderate positive effect of Total Asset Turnover (TATO) reinforces the role of operational 
efficiency as noted by Riyadi (2020), who observed that efficient asset management is crucial 
in maintaining competitive advantage in Indonesia’s manufacturing industry. The robustness 
of the regression model, reflected in an R² of 0.638 and a highly significant F-statistic, 
confirms that descriptive and inferential analyses complement each other in capturing both 
the pattern and the strength of financial relationships. These results provide a strong empirical 
foundation for decision-making in financial management, suggesting that profitability 
enhancement and debt control should remain central priorities for sustaining corporate 
performance in a volatile market environment. 

4. Conclusion 
Based on the findings of this study, it can be concluded that financial ratios play a 

crucial role in determining the financial performance of consumer goods manufacturing 
companies listed on the Indonesia Stock Exchange (IDX) during the 2020 to 2023 period. 
The quantitative–empirical analysis revealed that profitability and solvency ratios are the 
most dominant predictors influencing company performance, whereas liquidity and activity 
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ratios have weaker but still meaningful contributions. The results demonstrate that firms with 
high profitability, efficient asset utilization, and prudent debt management tend to achieve 
stronger financial outcomes and greater stability. Moreover, the regression model used in this 
study proved to be statistically valid, with a coefficient of determination (R²) ranging from 
0.60 to 0.65, indicating that a substantial portion of performance variation can be explained 
by internal financial indicators. These findings highlight that effective financial 
management—particularly in profitability optimization and leverage control—is essential for 
achieving long-term growth and maintaining competitiveness in Indonesia’s manufacturing 
sector. In addition, the study confirms that the use of descriptive and inferential statistical 
approaches provides a comprehensive understanding of financial trends and causal 
relationships. Descriptive analysis revealed steady improvement in profitability, liquidity, 
and efficiency indicators over the post-pandemic recovery period, while inferential analysis 
verified the significance and direction of these relationships through rigorous statistical 
testing. The integration of secondary financial data from audited reports enhanced the 
reliability and validity of the research results, offering a realistic reflection of corporate 
financial behavior. Overall, this study underscores the importance of applying financial ratio 
analysis as both a diagnostic and strategic tool for investors, managers, and policymakers. 
By continuously monitoring key ratios such as ROA, ROE, and DER, stakeholders can make 
more informed decisions to improve operational performance, reduce financial risk, and 
strengthen the overall resilience of Indonesia’s consumer goods manufacturing industry. 
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