IJBM EISSN : (2776-7345)
PISSN : (2776-7353)

Bina Bangsa International Journal of Business and Management (BBIJBM)
Vol. 1 No. 1, page 60-67, April 2021

Profitability Ratio Analysis at PT. Medikaloka Hermina,

TBK.

Giri Gintang Miransyah!, Sri Rahayu Sangra Dempo?, Sutisna3®

12 Master of Management Program, Universitas Bina Bangsa, Indonesia

3Lecturer of Master of Management Program, Universitas Bina Bangsa, Indonesia
*Corresponding email: basrowi2018@gmail.com

Article History
Received: April 9, 2021 Revised: April 15,2021 Accepted: April 30, 2021

Abstract

This study aims to determine the company's financial performance by using
profitability ratio analysis, where the profitability ratio is a ratio that aims to
determine the company's ability in generating profit over a certain period and
also provides an overview of the level of management effectiveness in
carrying out its operations. Profitability ratio consists of three ratios, among
others Return On Assets, Return On Equity and Net Profit Margin. The
research object is PT Medikaloka Hermina Tbk, where the health services
company has done IPO (Initial Public Offering) or initial public offering so
that economic growth of company very rapidly. The purpose of this study is to
test and analyze the financial performance of the company at PT. Medikaloka
Hermina Tbk. year 2018 - 2020 if reviewed from the profitability ratio. The
sample of this research is financial reports from PT Medikaloka Hermina Tbk
for 2018 - 2020 published on the Indonesia Stock Exchange website.
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I. Introduction

The growth of the health industry in the world is growing rapidly where the world
community is increasingly concerned about their health (Tan & Juan, 2019), various
hospitals have started competing to provide the best service for their patients, one of
which is PT Medikaloka Hermina Tbk. The company operates a sizeable network of
private hospitals in Indonesia. Initial Public Offering (IPO), which is known as a
gateway for companies to obtain as much investment funds as possible from investors
to increase their business capital, so that with many investors participating in
providing capital assistance, companies can expand their business wings.

Medikaloka Hermina Tbk (HEAL) was established on May 7, 1999 and started
commercial operations in 1985. Based on the Company's Articles of Association, the
scope of activities of HEAL is doing business in the field of health services. Medikaloka
Hermina Tbk operates 28 multi-specialty general hospitals with a total of 2,780 beds,
which provide a range of specialist medical services, including maternal and child
health services, complex surgical procedures, laboratory services, radiology and
imaging facilities, fertility treatments and general health services. , pharmacies,
diagnostic and emergency services. (Red

http:/ /britama.com/index.php/2018/07/sejarah-dan-profil-singkat-heal)

On May 4, 2018, HEAL obtained an effective statement from the Financial Services
Authority (OJK) to conduct an Initial Public Offering of HEAL Shares (IPO) to the
public of 351,380,800 shares with a nominal value of Rp100, - per share with an offering
price of Rp3,700. per share. These shares were listed on the Indonesia Stock Exchange
(IDX) on May 16, 2018. (Red: http://britama.com/index.php/2018/07/sejarah-dan-
profil-sendek-heal)

The large growth in the number of hospitals under PT Medikaloka Hermina Tbk has
generated interest for researchers to discuss how the growth in financial performance
is seen from its profitability ratio, because the profitability ratio represents the
company's success (Husain et al., 2020) and how it contributes to the progress of PT
Medikaloka Hermina Tbk after conducting the IPO, considering that the IPO
contributed to increasing the company's business capital (Honjo, 2020). In connection
with this, the authors set the title in this study, namely "Profitability Ratio Analysis at
PT Medikaloka Hermina Tbk". The purpose of this research is to analyze the
company's financial performance at PT Medikaloka Hermina Tbk in 2018 - 2020 in
terms of profitability ratios.

II. Literature Review

2.1. Net Profit Margin (NPM)

Net profit margin is the ratio of net profits to revenues for a company or business
segment . Typically expressed as a percentage, net profit margins show how much of
each dollar collected by a company as revenue translates into profit. The equation to
calculate net profit margin is: net margin = net profit / revenue. BREAKING DOWN
'Net Profit Margin' Net margins vary from company to company, and certain ranges
can be expected in certain industries, as similar business constraints exist in each

Bina Bangsa International Journal of Business and Manageemnt (BBIJBM), 1(1), 60-67 | 61



Miransyah, Dempo, & Sutisna | Profitability Ratio Analysis at PT. Medikaloka Hermina, TBK.

distinct industry. Low profit margins don't necessarily equate to low profits (CHRIS B
Murphy, 2019).

2.2. Return On Equity (ROE)

The amount of net income returned as a percentage of shareholders equity. Return on
equity measures a corporation's profitability by revealing how much profit a company
generates with the money shareholders have invested. {ROE} is expressed as a percent-
age and calculated as: Return on Equity = Net Income/Shareholder's Equity Net in-
come is for the full fiscal year (before dividends paid to common stock holders but af-
ter dividends to preferred stock.) Shareholder's equity does not include preferred
shares (Hargrave, 2019).

2.3. Return On Assets (ROA)

Definition of Return On Assets (ROA) on Investopedia - An indicator of how profitable
a company is relative to its total assets. ROA gives an idea as to how efficient manage-
ment is at using its assets to (Investopedia, 2016).

ITII. Methodology

The sample in this study was PT Medikaloka Hermina Tbk in 2018 - 2020. The data col-
lection method used in this study was the documentation study method. Documenta-
tion is one of the quantitative data collection methods (Joye, 2005) obtained through the
Indonesian Capital Market Dictionary (ICMD) which is the financial statement infor-
mation of companies listed on the Indonesia Stock Exchange, with specialization in fi-
nancial reports at PT Medikaloka Hermina Tbk.

The data analysis method used is descriptive quantitative (Cartier et al., 2006), which is
an analysis based on the calculation of ratios to determine the level of profitability used
as a basis for decision making (Cartier et al., 2006). Data in the form of financial reports
are analyzed using financial ratios needed to be able to obtain information about prof-
itability consisting of Return On Asset Ratio (ROA) (Gallo, 2016), Return On Equity
Ratio (ROE) (Pointer & Khoi, 2019), Net Profit Margin Ratio (NPM) (CHRIS B Murphy,
2019) to assess company performance. This profitability ratio is calculated by:

. _ProfitAfterT
Net Profit Margin ProftArterTar v 100 %

Income

ProfitAfterTax

Fquity * 100 %

Return on Equity=

ProfitAfterTax
TotalAsset

Return on Asset= x 100 %
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IV. Results and Discussion

4.1. Results

The research location is PT Medikaloka Hermina Tbk where researchers use secondary
data obtained from the publication of the Indonesia Stock Exchange as well as financial
data published on the website (Johnston, 2014), namely PT Medikaloka Hermina Tbk,
so that researchers simply search for data related to PT Medikaloka's profitability re-
port. Hermina Tbk in 2018 - 2020. In addition, the idx website provides flexibility for
investors and researchers to examine the company's financial performance in a trans-
parent manner (Ameli et al., 2020). The discussion of the results of the calculation of
profitability ratios consisting of Net Profit Margin, Return On Assets, and Return On
Equity at PT Medikaloka Hermina Tbk in 2018 - 2020 is as follows:

Table 1. Financial performance

2018 2019 2020
Profit After Tax 191.024 264.454 349.026
Income 3.058.091 2.687.719 2.882.809
Equity 2.369.709 2.764.434 3.110.599
Assets Total 4.171.207 5.047.787 5.812.593
* Unit: Millions
14.00%
12.00%
10.00%
8.00%
6.00%
4.00%
2.00%
0.00%
2018 2019 2020
NPM ROE ROA

Figure 1. Profitability Ratio

4.2. Net Profit Margin

A high Net Profit Margin indicates that (Chris B Murphy, 2020):

1. The higher the NPM, the thicker the company's profit.

2. The higher the NPM value, the more efficient the company is operating (Derouiche
et al., 2021). Companies can reduce unnecessary costs, so that the company is able to
maximize the net profit obtained (Stavropoulou et al., 2019).
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3. In anticipation of a surge in raw materials, operational costs such as an increase in
employee salaries, or an increase in financial costs such as interest payments. If the
NPM of the company is thicker, then when the above occurs, the company's net
profit does not drop significantly.

Table 2. Data of Net Profit Margin

2018 2019 2020
Profit After Tax 191,024 264,454 349,026
Income 3,058,091 2,687,719 2,882,809
NPM Ratio 6.25% 9.84% 12.11%

*Unit: Millions

Discussion on PT Medikaloka Hermina Tbk's Net Profit Margin (NPM) has increased
in 2018 - 2020 with an average increase of 3% each year. Based on the level of the com-
pany's financial health, companies with an NPM level above 5% (NPM> 5%) are said to
be healthy(Chris B Murphy, 2020). PT Medikaloka Hermina Tbk in 2018 - 2020 had an
NPM value above 5% for 3 consecutive years so that the health level of PT Medikaloka
Hermina Tbk's NPM can be said to be healthy and high.

4.3. Return on Equity
High Return On Equity indicates that (Shim & Lansner, 2020):

1. The higher the ROE, the more efficient the company is in using its own capital to
generate investors' profits invested in the company (Andersen & Maibom, 2020).

2. An increase in the ROE ratio from year to year in the company means that there is
an increase in the net profit of the company concerned.

The increase in net income can be used as an indication that the company's value is al-
so increasing. Because the increase in the net profit of a company concerned will cause

a stock price which means an increase in the value of the company (Zhou & Yang,
2020).

Table 3. Data of Return On Equity

2018 2019 2020
Profit After Tax 191,024 264,454 349,026
Equity 2,369,709 2,764,434 3,110,599
ROE Ratio 8.06% 9.57% 11.22%

*Unit: Millions

Discussion on the Return on Equity (ROE) of PT Medikaloka Hermina Tbk shows an
increase in 2018 - 2020 with an average increase of 1% - 2% per year; So it can be con-
cluded that the company's ability to generate net income from equity increases. How-
ever, if it is based on the health of the financial performance of Return On Equity, the
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company can be said to be healthy if the ROE value is more than 12% (Hargrave, 2019).
PT Medikaloka Hermina Tbk. ROE for 3 years was below 12%, so it can be said that
this company is not healthy.

4.4. Return on Asset
High Return On Asset (ROA) indicates that the company has a great opportunity to
increase growth. But if the total assets used by the company do not provide profit, then

the company will suffer losses and will hinder the company's growth (Farago &
Tédongap, 2018).

Return on Asset (ROA) describes the extent to which the rate of return of all assets
owned by the company.
Table 4. Data of Return On Asset

2018 2019 2020
Profit After Tax 191,024 264,454 349,026
Total Aset 4,171,207 5,047,787 5,812,593
ROA Ratio 4.58% 5.24% 6.00%

*Unit: Millions

Discussion of PT Medikaloka Hermina Tbk's Return on Assets (ROA) shows an in-
crease in 2018-2020 with an average increase of 0.5% - 1% so it can be concluded that
the company's ability to generate net income from total assets increases. If it is based on
the health of the financial performance of Return On Assets, the company is said to be
healthy if the ROA value is above 2% (Morgan et al., 2009) (ROA> 2%). PT Medikaloka
Hermina Tbk ROA for 3 years is above 2% so it can be said that this company is
healthy.

V. Conclusion and Recommendation

5.1. Conclusion

The conclusions of this study are:

1. An increase in the NPM value indicates a more productive company performance,
thus increasing investor confidence in investing in the company. This ratio shows
what percentage of net income is derived from each sale or revenue. The greater this
ratio, the better the company's ability to generate high profits (Chris B Murphy,
2020). In 2018-2020 the NPM ratio of PT Medikaloka Hermina Tbk increased, indi-
cating that profitability and financial performance were high, based on income.

2. A high ROE level indicates that a company can obtain a high level of profit com-
pared to its equity level, in other words, the management's ability to use its share
capital for its operations generates additional profits for the company (Huang et al.,
2020). PT Medikaloka Hermina Tbk's ROE growth ratio in 2018 - 2020 increased, but
PT Medikaloka Hermina Tbk's ROE ratio was still below 12%. This shows that the
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profitability and financial performance of PT Medikaloka Hermina Tbk is still not
effective enough, based on its equity.

3. An increase in the value of ROA shows that the company has a great opportunity to
increase growth, but if the total assets used by the company do not provide profit,
the company will suffer losses and will inhibit growth (Farago & Tédongap, 2018).
In the ROA ratio of PT Medikaloka Hermina Tbk in 2018 - 2020 it has increased. This
shows that profitability and financial performance are quite optimal, based on total
assets.

5.2. Recommendation

The author's suggestions for future research in order to obtain improvements, includ-

ing:

1. Researchers who are interested in conducting research in the same field can use oth-
er proxies that are more diverse given the many variables to measure the company's
financial performance.

2. Further research is expected to compare with several health industry companies in
the Indonesia Stock Exchange, so that it can provide an overview of health compa-
nies that have good financial performance.
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