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THE EFFECT OF WORKING CAPITAL INVESMENT POLICY ON
MANUFACTURING FIRM’S PROFITABILITY IN
INDONESIA STOCK EXCHANGE

ABSTRACT

Working capital investment policy is policy of the firm’s to invest in current assets
to total assets. The level firm’s investment in current assets can influence by
economic condition and type of firm.

The purpose of this study is to investigate the effect of working capital investment
on manufacturing firm’s profitability. The population used in this study is all firms
listed in Indonesia Stock Exchange with the sampling technigue used is purposive
sampling. Sample of this study consists of 126 firms classified into three groups of
working capital investment policy that are conservative, moderate and aggressive
policies for the period of 2008-1012.

The result shows that working capital investment policy has positive significant
effect on the firm’s profitability. The result also show that the difference of
profitability between three firms groups that are conservative, moderate and
aggressive working capital investment policies are significant.

Key words: working capital investment policy, profitability, and manufacture
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