
37 

 

CHAPTER V 

CONCLUSION, LIMITATION, AND RECOMMENDATION 
 

5.1 Conclusion 

This research aims to study the relationship between company’s cash flow 

operations (including working capital) and its profitability. The research model is 

based on a panel data regression of companies from both Indonesia and China. The 

model is separated into two groups, 30 companies from Indonesia and 30 companies 

from China. This paper tests the hypothesis on the assumed relationship separately 

for each country. Based on the analysis results from the previous chapters, it can be 

concluded: 

1. The number of days inventory is not significantly related to profitability in 

Indonesia. This is not consistent with the research by Lyngstadaas and Berg 

(2016) that describes a significant and negative relationship between number 

of days inventory and profitability. The result in China shows a simila r 

inconsistent result as it indicates a non-significant negative relationship 

between the two variables. The negative relationship means that a decrease in 

number of days inventory will increase profitability. 

2. The average collection period has negative significant relationship towards 

profitability in Indonesia’s data model. This is consistent with the research by 

Lyngstadaas and Berg (2016), as they find a significant and negative 

relationship between average collection period and profitability. China’s data 

model indicates a different result which is non-significant negative 

relationship. This negative relationship means that a decrease in average 

collection period will increase profitability. 
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3. Average payment period is found to have no significant relationship with 

company’s profitability. This result is similarly shown in both Indonesia and 

China’s regression model. The results are inconsistent with the previous 

research by Lyngstadaas and Berg (2016) where they found a significant and 

negative relationship between the two variables. Although not significant, the 

results do indicate the same negative relationship between average payment 

period and profitability in Indonesia. Meanwhile in China’s data model it 

indicates a positive relationship instead. 

4. Cash conversion cycle is indicated to have no significant relationship with 

profitability in Indonesia’s data model. This is not consistent with the research 

by Afrifa and Padachi (2016) that describes a significant and positive  

relationship between cash conversion cycle and profitability. The research is  

also inconsistent with the findings in China’s data model. In the model, it 

indicates a non-significant positive relationship between cash conversion 

cycle and profitability. This positive relationship means that an increase in 

cash conversion cycle will also increase profitability. 

5. The results of the analysis in Indonesia show that the working capital has no 

significant relationship to company’s profitability. This result is inconsistent 

with the research by Afrifa and Padachi (2016) which indicates a negative 

significant relationship between the two variables. China’s data model 

indicates a positive significant influence instead of a negative influence. This 

is also inconsistent with the previous research by Afrifa and Padachi (2016). 
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5.2 Limitation 

This research is limited by the conditions described below: 

1. This research only applies its estimation model to the companies that are 

listed on Indonesian Stock Exchange and Shanghai Stock Exchange. 

2. In China’s data model, the influence that independent variables have towards 

profitability is only 43.23%, which means there are 56.77% that may be 

affected by other factors. Indonesia’s model carries a 68.17% influence but 

the independent variables are considered to simultaneously have a non-

significant influence towards profitability. 

3. This research is only focusing on the company’s cash flow operations, in 

determining their relationship to the company’s profitability. Other 

undescribed factors besides cash flow operations may also possibly affect 

profitability in other ways. 

 

5.3 Recommendation 

Based on the conclusion and limitation from this research, the author provides 

some suggestions to be considered, such as: 

1. For companies: 

Cash flow operations in the company, which includes cash conversion cycle and its 

determinants (number of days inventory, average collection period, and average 

payment period), and working capital, may possibly be one of the factors that 

maximize profitability. Especially considering cash conversion cycle, having a 

negative cash cycle is theoretically a good thing, but as this research shown that it 
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has a linear relationship with profitability. Considering this, companies should 

manage the cycle to be at a point which profitability is at the maximum result. 

2. For future researchers: 

This research has the possibility of at some point, being biased or vulnerable to 

statistical errors. To achieve better results in future researches, data considering a 

longer period is recommended, as well as applying a more robust standard error in 

estimating the research model. 
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