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INTRODUCTION

The agribusiness sector plays a strategic role in supporting Indonesia’s economic
development by ensuring food security, generating employment, promoting exports, and
contributing substantially to national economic growth (Anugrah et al., 2026; Nugraha et
al.,, 2025; Zaman et al., 2025). According to Statistics Indonesia (BPS), Indonesia’s
economy grew by 5.03% in 2024, while the agriculture, forestry, and fisheries sector
remained one of the country's key productive sectors, contributing significantly to
national output despite facing production and market challenges. In addition, the 2024
Agricultural Economic Survey reported that agricultural production continued to vary
considerably in value and cost across major food crop, horticultural, and plantation
commodities, reflecting the sector's high operational uncertainty.

Unlike manufacturing or service industries, agribusiness firms operate under
distinctive business characteristics that expose them to greater financial uncertainty
(Adetoyinbo et al., 2025; Nyamboga, 2026). Their operations depend heavily on biological
production cycles, seasonal harvesting periods, weather variability, climate change,
commodity price volatility, and global supply-chain disruptions. These factors lengthen
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cash conversion cycles and increase working capital needs, making liquidity management
far more complex than in many other industries. Furthermore, fluctuations in agricultural
commodity prices remain substantial in Indonesia, creating uncertainty in corporate cash
flows and increasing financial risk for agribusiness firms (Matondang et al., 2024; Hidayat
& Wanita, 2026; Sudarta & Baskara, 2026). Consequently, maintaining an appropriate
balance between liquidity and profitability has become a key financial management
challenge for companies in this sector.

Profitability represents one of the most important indicators of corporate
financial performance because it reflects management's ability to generate returns from
available resources while maintaining operational sustainability (Azizah & Haron, 2025;
Elarabi & Khalifa, 2025). However, achieving high profitability is particularly challenging
for agribusiness companies because they must simultaneously maintain sufficient
liquidity to finance production activities throughout lengthy production cycles. Excessive
liquidity can lead to idle current assets that generate relatively low returns, while
insufficient liquidity increases the risk of financial distress and operational disruption.
Therefore, determining the optimal liquidity level is considerably more difficult in
agribusiness than in sectors with shorter production cycles and more stable market
conditions.

From a theoretical perspective, Signalling Theory suggests that corporate financial
indicators provide important information regarding firms’ financial quality, stability, and
prospects (Arhinful et al., 2025; Fathi et al., 2025). Firms that maintain adequate liquidity
while achieving strong profitability are generally perceived as financially sound, which
may enhance investor confidence (Putra & Wikartika, 2026; Tarawallie & Bein, 2025).
However, in agribusiness, high liquidity does not always represent superior financial
performance because firms may intentionally retain liquid resources as a precautionary
strategy to address production uncertainty, seasonal fluctuations, commodity price
volatility, and climate-related risks. Therefore, liquidity's profitability implications depend
not only on the amount of liquid assets held but also on firms’ ability to allocate and use
these resources effectively for productive activities. This suggests that liquidity may serve
as a positive financial signal or merely as a risk-buffering mechanism, depending on
organizational capacity, operational scale, and industry-specific conditions, underscoring
the importance of examining firm characteristics as boundary conditions in the liquidity—
profitability relationship.

Recent studies report that liquidity positively affects profitability because
adequate liquid resources support daily operations, reduce financial constraints, and
enhance firms’ financial flexibility (Krisnayanthi et al., 2025; Nguyen et al., 2024).
However, excessive liquidity may create opportunity costs by leaving current assets idle
and reducing investment efficiency. Recent evidence from Indonesian firms also shows
inconsistent findings, with some studies finding insignificant or negative relationships
between liquidity and profitability, suggesting that liquidity management's effectiveness
depends on context and firms” ability to allocate resources efficiently (Meutiya & Suriono,
2026; Wulandari & Andreas, 2025). These inconsistent results suggest that a direct-effect
model may not adequately capture the complex mechanism through which liquidity
influences profitability. In particular, agribusiness firms operate under unique conditions
characterized by seasonal production cycles, commodity price fluctuations, and
operational uncertainty, which may influence how liquidity resources are utilized. Despite
its importance, empirical evidence regarding liquidity management in the agribusiness
sector remains limited, and the simultaneous moderating effects of firm size and capital
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structure have rarely been examined. Therefore, further investigation is needed to
understand whether organizational scale and financing decisions shape the extent to
which liquidity contributes to profitability (Fatma et al., 2026).
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Figure 1. ROA Average and CR Average of Agribusiness Companies
Source: Processed data from LSEG Data & Analytics

Figure 1 illustrates the average trends in the Current Ratio (CR) and Return on
Assets (ROA) for Indonesian agribusiness companies from 2015 to 2024. Although the
Current Ratio generally remained relatively high throughout the observation period,
profitability fluctuated considerably and experienced noticeable pressure during the
COVID-19 pandemic before gradually recovering in the post-pandemic period. These
contrasting trends indicate that stronger liquidity positions did not consistently translate
into higher profitability. This phenomenon suggests that maintaining abundant current
assets alone may not automatically improve financial performance and indicates that
firm-specific conditions may influence the effectiveness of liquidity management.
Therefore, Figure 1 provides preliminary empirical evidence supporting the need to
examine moderating variables that may explain these inconsistent relationships.

Rather than indicating simple disagreement among researchers, the inconsistent
findings regarding liquidity and profitability suggest that the relationship varies across
industrial sectors, institutional settings, and firm characteristics. Positive relationships are
commonly observed in industries with stable production cycles and predictable cash
flows. In contrast, insignificant or negative effects are more common in sectors with
higher operational uncertainty and greater working capital requirements. These
differences indicate that industrial conditions, firm scale, and financing decisions may
influence the effectiveness of liquidity management. Therefore, considering liquidity as
an isolated determinant of profitability may oversimplify corporate financial behavior,
particularly in agribusiness firms exposed to biological production risks, seasonal cycles,
and market volatility (Lisa & Suhardi, 2025; Melani et al., 2026). Despite the strategic
importance of agribusiness in Indonesia, empirical evidence regarding liquidity—
profitability dynamics in this sector remains limited. Furthermore, previous studies have
rarely examined the simultaneous moderating roles of firm size and capital structure
within a single analytical framework.

This study addresses these gaps by examining whether organizational scale and
financing structure explain variations in the liquidity—profitability relationship among
Indonesian agribusiness firms. Using Hayes’” PROCESS Macro Model 2, this research
simultaneously estimates two independent moderating effects, providing a more
comprehensive understanding of conditional relationships beyond conventional direct-
effect models. The theoretical framework integrates Signaling Theory, Pecking Order
Theory, and Trade-Off Theory. Signaling Theory suggests that liquidity and leverage
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convey information regarding financial stability and prospects (Wonok & Sardjono, 2025;
Arhinful et al., 2025). However, in agribusiness, high liquidity may primarily function as a
precautionary mechanism against production uncertainty and commodity price
fluctuations rather than directly improving profitability. Pecking Order Theory
emphasizes the importance of internal funds in reducing dependence on external
financing, while Trade-Off Theory highlights the balance between liquidity benefits and
opportunity costs (Wonok & Sardjono, 2025; Hartono et al., 2025).

Building on these theoretical perspectives, this study proposes that firm
characteristics condition the effectiveness of liquidity management. Firm size may
strengthen liquidity's contribution to profitability through greater economies of scale,
access to financing, and managerial capabilities (Tarawallie & Bein, 2025). In contrast,
higher leverage may reduce financial flexibility and limit the efficient utilization of liquid
resources (Tasrim et al., 2024). Evidence on simultaneous moderation remains scarce,
particularly among agribusiness firms facing biological uncertainty, seasonal production
patterns, and market volatility. By analyzing IDX-listed agribusiness companies during
2015-2024, this study extends empirical evidence from emerging markets. It offers
deeper insights into how organizational scale and financing structures shape the role of
liquidity in generating profitability. The three hypotheses developed in this study are
summarized in Figure 2.

Firm Size (W)

Profitability
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Liquidity (X) 'y

Capital Structure (Z)

Figure 2. Conceptual Framework

RESEARCH METHODS

This study used an explanatory quantitative research design with longitudinal
firm-year observations to examine the relationship between liquidity and profitability and
the moderating roles of firm size and capital structure. This approach was selected to test
theoretically derived hypotheses using numerical financial data from corporate reports
(Creswell, 2021). The moderation analysis used Hayes PROCESS Model 2 to estimate the
direct effect of liquidity and the interaction effects of firm size and capital structure,
allowing examination of conditional relationships within a single analytical framework
(Hayes, 2022). Unlike panel-based approaches that focus on unobserved firm effects, this
study emphasizes theory-driven moderation analysis through interaction testing.

The study utilized secondary financial data from agribusiness companies listed on
the Indonesia Stock Exchange (IDX) during 2015-2024. We selected this sector because
of its distinctive characteristics, including commodity price volatility, seasonal production
cycles, biological asset management, climate uncertainty, and extended cash conversion
cycles, which make liquidity management strategically important for profitability (Food
and Agriculture Organization [FAQ], 2024). We obtained financial data from LSEG Data &
Analytics and verified them using IDX's audited annual reports and company websites.
Using purposive sampling (Sugiyono, 2022), we selected firms that were continuously
listed during the observation period, classified within the agribusiness sector, had
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complete audited financial statements available, and had sufficient data to calculate CR,
ROA, DER, and Ln Total Assets. The final sample included eligible firms that met all criteria
for empirical analysis.

Applying these criteria yielded 45 companies and 450 firm-year observations. The
sample covers plantation, food processing, fisheries, livestock, and agricultural products.
This study used profitability as the dependent variable, liquidity as the independent
variable, and firm size and capital structure as moderators. We selected these variables
for their theoretical relevance to corporate financial management and their extensive use
in empirical studies examining corporate financial performance. We measured
profitability with ROA (net income/total assets), which captures asset-use efficiency and
supports cross-company comparisons (Brigham & Houston, 2022; Akin et al., 2025).

Net Income
ROA=———

" Total Assets

Liquidity was measured by CR (current assets/current liabilities), reflecting short-
term financial capacity and working-capital availability in agribusiness. CR was selected
because it captures total current-asset coverage and is widely used in recent liquidity—
profitability research (Krisnayanthi et al., 2025; Nguyen et al., 2024).

Current Assets
CR=

" Current Liabilities

Firm size was measured as Ln(total assets) to reduce scale differences among
firms. We modeled it as a moderator because larger firms generally have better access
to financing, greater economies of scale, and stronger managerial capacity, enabling
them to use liquidity resources more effectively to support profitability (Gnanaprasuna
et al., 2025; Tarawallie & Bein, 2025).

Firm Size = Ln (Total Assets)

Capital structure was measured using the debt-to-equity ratio (DER), calculated
as total liabilities divided by shareholders’ equity, to represent firms’ leverage level and
financial flexibility. It was included as a moderating variable because differences in
leverage may affect firms’ financial constraints and their ability to use liquidity resources
effectively. Higher leverage may increase financial obligations and reduce financial
flexibility, potentially affecting how liquidity contributes to profitability (Hartono et al.,
2025; Tasrim et al., 2024).

Total Debt
DER= ——
Total Equity

This study used secondary quantitative data from publicly available corporate
financial information, as these data provide objective, standardized, and verifiable
measures for examining financial relationships over an extended period. The dataset
comprised agribusiness companies listed on the Indonesia Stock Exchange (IDX) from
2015-2024, selected through purposive sampling to ensure data completeness and
consistency. We collected financial data from the LSEG database and cross-checked them
with audited annual reports published by IDX and individual company websites. The
extracted information, including current assets, current liabilities, total assets, total
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liabilities, shareholders’ equity, and net income, was used to calculate the Current Ratio
(CR), Return on Assets (ROA), Debt-to-Equity Ratio (DER), and natural logarithm of total
assets (LnTA). The data were then coded, cleaned, and verified, yielding a final sample of
45 agribusiness companies and 450 firm-year observations.

Data analysis was conducted using IBM SPSS Statistics version 24 and Hayes’
PROCESS Macro version 4.2 (Model 2) with a significance level of 5% (a = 0.05).
Descriptive statistics, including mean, median, minimum, maximum, and standard
deviation, were first performed to evaluate the characteristics and distribution of the
variables (Hair et al.,, 2022). The hypotheses were then tested using Moderated
Regression Analysis (MRA) through PROCESS Model 2, which simultaneously estimates
the direct effect of liquidity (CR) on profitability (ROA) and the independent moderating
effects of firm size (LnTA) and capital structure (DER). This approach allows us to assess
whether firm characteristics condition the relationship between liquidity and profitability
among agribusiness firms. The moderation model estimated in this study is expressed as
follows:

ROA = By + B1CR + BoLnTA + B3 DER + B,(CR x LnTA) + Bs(CR x DER) + ¢

The significance of the moderating effects was determined based on the
regression coefficients of the interaction terms, with a p-value below 0.05 indicating a
significant moderation effect. Hayes” PROCESS Macro also provides conditional effect
estimates and interaction plots to facilitate interpretation of how the liquidity—
profitability relationship changes across different levels of the moderators (Hayes, 2022).
The moderation model tested three hypotheses: the direct effect of liquidity on
profitability through the Current Ratio coefficient (B4), the moderating effect of firm size
through the interaction between Current Ratio and Firm Size (B4), and the moderating
effect of capital structure through the interaction between Current Ratio and Debt-to-
Equity Ratio (Bs). Hypotheses were supported when the corresponding coefficients were
statistically significant at the 5% level.

This study relied exclusively on secondary data obtained from publicly available
corporate financial reports and the LSEG Data & Analytics database. Because the research
did not involve human participants, interviews, questionnaires, or experimental
procedures, it did not require informed consent. Nevertheless, the study followed
academic integrity principles by ensuring data accuracy, transparent reporting, proper
acknowledgment of data sources, and objective interpretation of findings. All financial
information came from audited annual reports disclosed by IDX-listed companies,
ensuring the research dataset's reliability and credibility.

RESULTS AND DISCUSSION
Results

Descriptive statistical analysis was conducted using 450 firm-year observations
from 45 agribusiness companies listed on the Indonesia Stock Exchange during 2015—
2024. The analysis summarizes the characteristics and distribution of the research
variables, including profitability (ROA), liquidity (CR), capital structure (DER), and firm size
(LnTA). Table 1 presents the descriptive statistics.
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Table 1. Descriptive Statistics

Variable N Mean Median St. dev Max Min
CR 450 2.5764 1.4270 5.9522 39.7989 0.2202
Firm Size 450 19.1513 19.2639 1.7881 22.8527 15.4885
DER 450 1.363578 0.664501 3.17211 19.86364 0.0006
ROA 450 0.046516 0.050382 0.116465 -0.01338 -0.34926

Table 1 presents the descriptive statistics of the research variables based on 450
firm-year observations. The average Return on Assets (ROA) was 4.65%, indicating that
agribusiness companies generated relatively modest returns from their total assets
during the observation period. The relatively high standard deviation (0.1165) suggests
considerable variation in profitability across companies and years, reflecting differences
in operational efficiency, commodity price exposure, and market conditions.

Liquidity, measured by the Current Ratio (CR), averaged 2.5764, indicating that
current assets generally exceeded current liabilities. However, the high standard
deviation (5.9522) and maximum value (39.7989) indicate substantial differences in
liquidity management across firms. The average DER of 1.3636 suggests that debt
financing slightly exceeded equity, with considerable variation in financing strategies.
Firm size (LnTA) ranged from 15.49 to 22.85, with an average of 19.15, reflecting
significant differences in firm scale and supporting the examination of its moderating
role.

The next stage of analysis tested the research model using Moderated Regression
Analysis (MRA) with Hayes' PROCESS Model 2. This approach simultaneously examined
liquidity's direct effect on profitability and the moderating effects of firm size and capital
structure through interaction terms. The analysis estimated whether the strength and
direction of the liquidity—profitability relationship varied across different levels of
organizational scale and leverage. The analysis assessed the significance of the
moderation effects using the interaction coefficients and conditional effects generated
by the PROCESS Macro.

Table 2. Model Fit Results

Description Value
R 0.4808
R Square 0.2312
Mean Square Error (MSE) 0.0110
F 26.6977
Sig. F 0.0000
Total of sample 450

As shown in Table 2, the regression model generated an R-value of 0.4808 and an
R? value of 0.2312, indicating that liquidity, firm size, capital structure, and their
interaction terms explain 23.12% of the variation in profitability. The model is statistically
significant (F = 26.6977, p < 0.001), confirming its overall feasibility. Other factors not
included in the model may explain the remaining 76.88% of profitability variation, such
as operational efficiency, market conditions, corporate governance, and firm-specific
characteristics.
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Table 3. Moderated Regression Analysis Results
p_

Variable Coefficient (B)  Standard Error t-value value Desc.

Constant 0.0545 0.0117 4.6640 0.0000 Significant

Liquidity (CR) 0.0119 0.0068 1.7514  0.0806 No significant

Firm Size (LnTA) 0.0205 0.0030 6.8955 0.0000 Positive significant
Significant

Int CR x LnTA 0.0069 0.0012 5.8553 00000 ~emieen
moderation

Capital structure (DER) -0.0125 0.0100 -1.2525 0.2111 No significant
N Significant

Int CR x DER -0.0019 0.0048 -0.3905 0.6963 © . 'gnitican
moderation

The regression results show that liquidity (CR) has a positive but insignificant
effect on profitability (B =0.0119; p = 0.0806). Firm size (LnTA) positively and significantly
affects profitability (B = 0.0205; p < 0.001), and significantly strengthens the liquidity—
profitability relationship (CR x LnTA: B = 0.0069; p < 0.001). In contrast, capital structure
(DER) has no significant effect on profitability (B = -0.0125; p = 0.2111) and does not
moderate the liquidity—profitability relationship (CR x DER: B = -0.0019; p = 0.6963).
These findings suggest that larger agribusiness firms are better able to convert liquidity
resources into profitability due to greater financial flexibility and operational capacity.

Table 4. Hypothesis Testing Results

Hypothesis Hypothesis Statement Result Desc
Sig. = 0.0806 >

H1 Liquidity influences profitability O%S Rejected
Fi i h ff f Sig. = 0.

o .|rnj .5|ze modera.tfas the effect of Sig 0.0000 < Accepted
liquidity on profitability 0.05

H3 Cap.)itall §tructure rjnod.e.rates the effect Sig. = 0.6963 > Rejected
of liquidity on profitability 0.05

Based on Table 4, we reject the first hypothesis that liquidity affects profitability
because the significance value exceeds 0.05. The second hypothesis is accepted because
firm size significantly moderates the relationship between liquidity and profitability.
Meanwhile, we reject the third hypothesis because capital structure does not significantly
moderate the relationship between liquidity and profitability.

Table 5. Conditional Effect of Moderation

Moderating Variable Conditions Effect t-statistik  Sig. Desc.

Low company size & low DER 0.0021 2.5101 0.0124 Significant
Medium company size & medium DER  0.0119 1.7514 0.0806 No significant

High company size & low DER 0.0267 5.5783 0.0000 Significant positive
High company size & medium DER 0.0242 3.1575 0.0017 Significant positive

The conditional effect analysis shows that the influence of liquidity on profitability
becomes stronger in companies with larger firm size. Under conditions of high firm size
and low capital structure, liquidity has a stronger positive effect on profitability compared
to smaller firms.
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Figure 3. Moderation Graph

Figure 3 demonstrates that firm size strengthens the relationship between
liquidity and profitability. The interaction plot shows that the slope of the liquidity—
profitability relationship becomes increasingly positive at higher levels of firm size,
indicating that larger firms are better able to translate liquidity resources into
profitability. In contrast, smaller firms show a weaker relationship, suggesting they may
use excess liquidity less effectively because of limited operational capacity, access to
financing, and resource management capabilities. These findings support the moderating
role of firm size, implying that organizational scale influences how much liquidity
contributes to financial performance in agribusiness firms.

Discussion
Liquidity and Profitability

Liquidity does not significantly affect profitability (B = 0.0119; p = 0.0806). Thus,
higher current assets alone do not consistently translate into higher ROA. Trade-Off
Theory explains the result as a balance between liquidity benefits and the opportunity
cost of idle current assets. Recent Southeast Asian evidence similarly emphasizes
liquidity's dual role as a stabilizer and potential source of inefficiency (Kuncoro et al,,
2025). Agribusiness firms face biological cycles, seasonality, commodity-price volatility,
and climate uncertainty, so they may hold liquid assets as precautionary working capital
rather than investing them immediately. CR can therefore reflect preparedness more
than profitability.

This differs from Nguyen et al. (2024), who reported a positive relationship in
Vietnam. Differences in sector composition, operating conditions, period, and analytical
method may account for the contrasting results. This finding aligns with Jatmiko and
Miswanto (2025), who also reported an insignificant liquidity—profitability relationship
and emphasized efficient working-capital allocation. Managers should therefore
optimize, rather than maximize, liquidity by aligning working-capital levels with
production cycles and investment needs. Overall, the results support a conditional, rather
than universally positive, liquidity—profitability relationship in agribusiness.

The Moderating Role of Firm Size

Firm size significantly strengthens the liquidity—profitability relationship (B =
0.0069; p < 0.001), indicating that organizational capacity affects how effectively liquid
resources are converted into performance. From Signaling Theory, scale may enhance
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liguidity's informational and economic value because larger firms typically have stronger
governance and financial credibility (Wonok & Sardjono, 2025). Economies of scale,
access to financing, bargaining power, and financial-management capacity may help
larger firms convert working capital into productive activity more efficiently.

In agribusiness, long production cycles and uncertainty make these organizational
capabilities particularly relevant; larger firms may sustain operations while deploying
liquidity productively. This aligns with Tarawallie and Bein (2025), who found that firm
size strengthens the liquidity—profitability relationship, although their sample was
financial firms in BRICS countries. Shabihah and Rusdi (2025) likewise reported a positive
moderating role of firm size in working-capital management, supporting the
organizational-capability explanation.

Context may explain differences from studies with weaker size effects: this study
covers Indonesian agribusiness during pre-pandemic, pandemic, and recovery periods
marked by supply-chain and commodity-price uncertainty. Managers should pair liquidity
management with financial planning, inventory control, and operational efficiency;
smaller firms may benefit particularly from stronger managerial capacity and access to
financing. Theoretically, this result extends Signaling Theory by showing that liquidity
value depends on organizational capacity, represented here by firm size.

The Moderating Role of Capital Structure

Capital structure does not significantly moderate the liquidity—profitability
relationship (B = -0.0019; p = 0.6963), suggesting that leverage does not materially
change liquidity's contribution to ROA. Pecking Order Theory suggests that firms prefer
internal funds; therefore, available liquidity may reduce leverage's incremental impact on
profitability. Agribusiness firms may prioritize working-capital continuity amid seasonal
and commodity uncertainty, limiting leverage's role in modifying the liquidity effect.
Substantial variation in DER also indicates heterogeneous financing strategies, which may
weaken a common moderating pattern.

This result aligns with Wulandari and Andreas (2025), who found no moderating
role for capital structure in an Indonesian manufacturing context. Evidence from
Indonesian food and beverage firms also suggests that liquidity and leverage may operate
through distinct mechanisms under volatile cash flows. Other studies report positive
leverage effects, potentially because debt can expand investment capacity; differences
in industry risk and financing conditions may explain the contrast (Sufitrayati &
Nursaimatussaddiya, 2026). Trade-Off Theory also explains: the tax and financing benefits
of debt may be offset by interest, repayment, and refinancing risks. Managers should
therefore align financing with investment needs and risk tolerance rather than treating
leverage as a direct mechanism for improving liquidity effectiveness.

The result supports a limited role for leverage in the liquidity—profitability
mechanism, consistent with Pecking Order and Trade-Off perspectives under high
uncertainty—theoretical and practical implications. The findings indicate that liquidity is
not universally associated with profitability; its effect depends on organizational capacity.
The positive interaction with firm size extends Signaling Theory by showing that liquidity
is more valuable when firms have greater capacity to deploy it. In contrast, the
insignificant capital-structure interaction provides limited support for leverage as a
conditioning mechanism. Practically, managers should optimize working capital and
strengthen financial planning, inventory management, and operational efficiency rather
than maximizing liquidity.
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This study contributes to the corporate financial management literature by
demonstrating that the liquidity—profitability relationship is conditional rather than
universal. The findings extend Signaling Theory by showing that liquidity does not
automatically signal positive financial health; instead, its value depends on firms’ ability
to convert liquid resources into productive activities. Larger agribusiness firms use
liquidity are effectively because of stronger organizational capacity, financial flexibility,
and operational efficiency. The findings also extend Trade-Off Theory by showing that
maintaining liquidity requires balancing financial security against opportunity costs, as
excessive liquid assets may reduce profitability if not allocated efficiently. Furthermore,
the insignificant moderating effect of capital structure offers additional insight into
Pecking Order Theory, suggesting that internal liquidity resources may matter more than
leverage decisions in supporting profitability, particularly in industries with operational
uncertainty and long production cycles.

Practically, the findings suggest that managers should prioritize effective working
capital management rather than simply maintaining higher liquidity levels. Agribusiness
firms should improve cash-flow planning, operational efficiency, and resource allocation
to maximize liquidity's contribution to profitability. Smaller firms, in particular, need to
strengthen managerial capabilities and financial systems to narrow the liquidity-
utilization gap with larger firms. For investors, liquidity indicators should be evaluated
together with firm characteristics, especially firm size, because the profitability benefits
of liquidity depend on organizational capacity. Policymakers may support the
agribusiness sector's competitiveness by improving access to financing, strengthening
corporate governance, and encouraging technological development. Overall, this study
highlights that liquidity management effectiveness is shaped by firm-specific capabilities
and industry conditions rather than liquidity levels alone, providing a more contextual
understanding of financial management in emerging markets.

CONCLUSION

This study examined the relationship between liquidity and profitability among 45
Indonesian agribusiness firms, using 450 firm-year observations from 2015 to 2024. The
findings reveal that liquidity does not have a statistically significant direct effect on return
on assets (ROA) (B = 0.0119; p = 0.0806), suggesting that higher liquidity levels alone do
not necessarily translate into improved profitability. However, firm size significantly
strengthens the liquidity—profitability relationship (f = 0.0069; p < 0.001), indicating that
larger firms are better positioned to convert liquidity resources into operational
advantages, while capital structure does not significantly moderate this relationship (B =
-0.0019; p = 0.6963). These findings contribute to the literature by showing that liquidity
management effectiveness depends on firm-specific capabilities and organizational scale
rather than liquidity accumulation itself. From a managerial perspective, agribusiness
firms should prioritize efficient working-capital allocation, operational flexibility, and
resource-utilization strategies rather than pursuing excessive liquidity levels. The findings
also provide implications for investors and policymakers by highlighting the importance
of considering firm characteristics when evaluating financial performance and liquidity
policies in the agribusiness sector. Future research may extend this study by
incorporating additional contextual factors, such as market uncertainty, supply-chain
dynamics, corporate governance mechanisms, and macroeconomic conditions, to
provide a more comprehensive understanding of the determinants of profitability.
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