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ABSTRACT 

 
The covid-19 pandemic has an effect on business performance as well as the Indonesian economy. The 
company's losses resulted in numerous other businesses going bankrupt and experiencing financial 
distress. This study aims to examine factors that can affect financial distress conditions. The factors 
tested in the study are sales growth, institutional ownership, debt to equity, working capital turnover and 
return on asset. This study uses multiple regression analysis testing tools. This study took the population 
and sample data of companies listed on the Indonesia stock exchange from 2019-2021. The data used in 
this study are secondary data obtained from the company's published financial statements. The sample 
was determined by purposive sampling based on the criteria set and obtained from as many as 9 
companies where the research was conducted for 3 years. The results of data analysis using multiple 
regression analysis state that the variables that have a significant effect on financial distress are 
institutional ownership variables, working capital turnover and return on assets which have a significant 
effect with a profitability level < 0.05. In contrast, sales growth and debt to equity do not significantly 
affect financial distress. This research will significantly assist investors and managers in making 
decisions. Provide information to users of financial statements or company stakeholders regarding what 
financial ratios can influence and be a factor in financial distress conditions. 
 
Keywords: Sales Growth, Institutional Ownership, Debt to Equity, Working Capital Turnover, Return 
on Asset. 
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CHAPTER 1 

INTRODUCTION 

 
1.1 Background 

Covid-19 has a detrimental effect on every element, but particularly the 

economy. A manufacturing company was one of the businesses that was most 

negatively impacted. Economic analysts predict that covid-19 will affect social 

and economic welfare generally, mainly financial market trading general business 

in terms of imports, exports, and output  (Sansa, 2020). Several Indonesian 

businesses have been impacted by the Covid-19 pandemic outbreaks. The 

manufacturing sector significantly influences the development of the country's 

economy. The Purchasing Manager Index (PMI) of Indonesian industrial 

enterprises reflects the impact of Covid-19, for Indonesian manufacturing firms 

fell to 27.5 in April 2020, and prices for industrial utilities fell by as much as 50%. 

Less purchasing power is causing the utility to decrease (Cahyani, 2020). 

Consumer goods, chemicals, and other industries the three main sectors of the 

manufacturing industry. In order to understand what influences financial distress 

in food and beverage companies listed on the Indonesia Stock Exchange (IDX) 

from 2019 to 2021, research was conducted. 

Companies in the food and beverage sector are part of the consumer 

products sector. Because it is an essential requirement for everyone, food security 

is a problem for the food and beverage industry. Due to the unpredictability of the 

current situation, food and beverage firms' sustainability has a significant impact 

(Prakoso, 2020). The food and beverage sector is the most affected by covid-19, 

it is caused people purchasing power to decrease as the virus increases in 
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Indonesia. In addition, the raw materials shortage is a significant issue for the food 

and beverage industry, primarily caused by imported items. Production costs keep 

the increase as a result of the strong US currency. The food and beverage business 

currently needs help to boost the price. The covid-19 pandemic's effect on the 

economy is anticipated to affect Indonesian companies' financial health, 

particularly in their ability to suffer financial distress and perform financially. 

According to (Annither, K, Hidayat, & Farhana, 2020) financial distress is 

when a company is close to filing for bankruptcy, It can be caused by various 

factors, including a decline in demand for the company's products or services, 

increased competition, economic downturns, and unexpected events like the 

Covid-19 pandemic. It is also possible that the company will run into bankruptcy. 

In the case of the food and beverage industry in Indonesia, the pandemic has 

caused disruptions in the supply chain, a decline in consumer demand, and 

reduced revenue, leading to potential financial distress for some firms in the 

sector. When a business experiences three years of losses and goes more than a 

year without paying dividends, financial crisis may be expected. It is crucial for 

companies to have a financial contingency plan in place and to implement 

strategies to adapt to the changing market conditions to ensure their sustainability 

during these challenging times. 

Before going bankrupt, a corporation goes through financial difficulties. 

This is because the company's financial situation was in a crisis. In a situation like 

this, it can be said that the company has decreased funds to run its business, which 

can be caused by a decrease in revenue from sales or operating results carried out 

by the company to earn profits. However, the income or results differ from the 

many matured obligations or debts. 
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This study focuses on the factors influencing financial distress conditions in 

food and beverage companies. Financial distress can be seen from various things, 

such as declining financial performance, the company's inability to pay 

obligations, cessation of dividend payments, cash flow problems, liquidity 

difficulties, layoffs, and other conditions that indicate the company's financial 

distress. 

As a vital source of information, financial statements can be a source to see 

financial distress conditions that are likely to occur in an organization or company. 

This condition can be known through the analysis of financial statements owned 

by the company. To analyze a financial report, several financial ratios can provide 

an overview of the good or bad financial situation owned by the company so that 

the company can assess and see how the financial distress condition exists  

(Bakhri, Listyaningsih, & Nurbaiti, 2018).  

This research was conducted 28 food and beverage companies listed on the 

Indonesia Stock Exchange. Food and beverage companies are companies engaged 

in the food and beverage industry. In Indonesia, food and beverage companies are 

rapidly growing; this can be seen from the number of companies listed on the 

Indonesia Stock Exchange from period to period. Food and beverages are products 

of basic consumer needs that are needed by the community every day. The needs 

of the community in this sector are getting higher over time. In order to meet the 

increasingly high needs of the community, companies engaged in this field must 

improve their performance. 

Researchers chose food and beverage companies as samples because many 

previous studies have researched manufacturing companies. Food and beverage 

companies are more vulnerable to bankruptcy. This is because food and beverage 
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companies have received many negative issues regarding hazardous food 

ingredients contained in food and beverages, and the purchasing power of the 

public has decreased since the covid-19 pandemic. This resulted in decreased 

public interest, as a result of which demand for products decreased and resulted in 

the company experiencing a decrease in revenue. 

1.2 Problem Statement 

Financial distress is a state of financial distress in a corporation, indicated 

as a decline in profit, an inability to meet obligations, and financial comparisons 

to the prior period in the company's financial statements (Putri & Aminah, 2019). 

When a company's acceptance of operational activities is insufficient to pay off 

all present debts, financial distress is a condition used as a benchmark to predict 

the industry's insolvency. Businesses that can anticipate potential financial issues 

can take risk mitigation measures for that prospect of bankruptcy more 

immediately, increasing the likelihood that bankruptcy will be averted. Due to 

rising COVID-19, various daily activities have stopped, and the government has 

suggested working from home. It can cause a degradation of Indonesia's economic 

growth. 

A survey by IHS Markit, Indonesia’s manufacturing purchasing managers 

index (PMI) indicates that the position is the lowest during a survey that has been 

conducted for nine years. The statistics showed 45.3 in March 2020 to 27.5 in 

April 2020. Large-scale social limitations that pushed businesses to close factories 

were to blame for the reduction in the PMI for the manufacturing sector. As a 

result, production levels and output demand decreased, forcing businesses to fire 

workers. Due to inflation and a lack of materials, company costs have increased. 

Import and export regulations between nations contributed to this material 
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shortage by making it challenging for businesses to obtain raw materials that were 

only supplied from other nations. 

According to the scenario, the covid-19 significantly impacted the 

Indonesian economy, especially the GDP fall, which negatively influenced 

financial performance and made it challenging for businesses to manage their 

short- to long-term debt with current assets. Businesses that experience financial 

problems may go bankrupt. 

The problem formulation in this study is if sales growth, institutional 

ownership, debt to equity, working capital turnover, and return on assets are all 

positive. As a result, the purpose of this research is to evaluate and analyse the 

impact of sales growth, institutional ownership, debt to equity, working capital 

turnover, and return on assets on financial distress in Food and Beverage 

Companies Listed on the Indonesia Stock Exchange from 2019 to 2021. 

1.3 Research Objectives 

This study's goal is to explore and objectively investigate the influence of 

sales growth, working capital turnover, debt to equity, institutional ownership, 

return on asset on financial distress. The following study objectives are listed in 

accordance with this aim and the indicated research questions: 

1. To determine the impact of sales growth on financial distress 

2. To determine the impact of institutional ownership on financial distress 

3. To determine the impact of debt to equity on financial distress 

4. To determine the impact of working capital turnover on financial 

distress 

5. To determine the impact of return on asset on financial distress 
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1.4 Research Question 

The following research questions are suggested to be addressed by this study 

following the matters raised above and what it tends to investigate: 

1. What is the impact of sales growth on financial distress? 

2. What is the impact of institutional ownership on financial distress? 

3. What is the impact of debt to equity on financial distress? 

4. What is the impact of working capital turnover on financial distress? 

5. What is the impact of return on asset on financial distress? 

1.5 Scope 

The pandemic has significantly impacted Indonesia's economy, particularly 

the food and beverage industry, which has been among those most severely 

impacted by COVID-19. This study examines the variables influencing financial 

distress, data collected to investigate variable factors using the IDX website. For 

businesses to be more aware of potential issues in the future, it is vital to analyse 

the elements that influence financial difficulty. 9 manufacturing enterprises listed 

on the Indonesia Stock Exchange (IDX) for the years 2019 - 2021 comprise the 

study's population. 

1.6 Significant of Study 

This research will give new perspectives on the variables that affect the 

potential for financial distress, specifically on sales growth, capital turnover, debt 

to equity, institutional ownership, return on assets. The purpose of this study is to 

add data that will show whether the characteristics mentioned above substantially 

affect financial distress or not. besides that, it is also for managers and investors 

to make decisions for the future and prevent financial distress. 
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The companies will be able to assess what has been generated in the past 

and the future by using this research's summary or estimate of the growth or 

changes in the company's financial status. Companies in Indonesia will better 

understand the business features to look out for as indicators and symptoms of 

financial distress once the contributing causes have been identified. Early 

warnings will be issued, and actions can be taken to lessen the likelihood of 

financial difficulty. This research has a practical advantage in enabling investors 

to fund businesses with ownership structures that can lessen financial distress. The 

input for decision-making to accomplish company objectives is the next benefit 

for the business. 

1.7 Organization of Study 

Chapter 1 of this study, which serves as an introduction, a problem statement 

that has led to the concepts, the objective of the research and the question of the 

research, the scope of the research, and the significance of the study. 

In chapter 2, the study reviews the literature review concerning the terms 

and ideas of the financial distress, sales growth, capital turnover, debt to equity, 

institutional ownership and return on assets. This chapter also provides 

information regarding the specific factors that can result in financial distress. 

Chapter 3 then goes on to detail the research methodology in the research. 

The researcher explains research design, population and sample size, the type of 

data used which consists of secondary data, measurement of variables, proposed 

data analysis (descriptive analysis and multiple regression analysis), and chapter 

summary. 
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Chapter 4 presents the reader with the main conclusions drawn from the 

analysis using text, tables and figures. The researcher will then adequately explain 

and discuss the findings following that. 

Chapter 5 concludes with the researcher's conclusions, recommendations, 

and suggestions for additional research. Based on the analysis findings, the 

researcher then concludes and offers a summary of the entire study. 
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CHAPTER 5 

CONCLUSION AND RECOMMENDATION 

5.1 Introduction 

The approach used to gather, analyse, and interpet the data required to 

answer the study's research questions and look at the relationships between the 

various hypotheses is described in this chapter. The study's overview, results 

discussion, contribution, suggestions for further research, and conclusion are all 

included in chapter five. A summary of the research, findings, and analysis of the 

variables influencing financial distress in food and beverage companies listed on 

the Indonesian stock exchange are included in the conclusion. 

5.2 Overview of the Study 

Examining the factors that influence financial distress in food and beverage 

companies listed on the Indonesian stock exchange is the primary goal of this 

thesis research. This thesis will also focus on five study areas: how financial 

distress is impacted by sales growth, institutional ownership, debt to equity, 

working capital turnover, and return on assets. As a result, five primary 

hypotheses and five supporting statements for each variable were developed for 

each test in this study. 28 food and beverage company data were obtained and 

registered on the Indonesia Stock Exchange. Because of the normality test, the 

data taken for research were from 9 companies. The SPSS 27 application also 

analyzes and assesses the collected data. 

The analysis results in Chapter 4 show that 3 out of 5 hypotheses are 

accepted in the multiple regression analysis t-tests (p < 0.05). In other words, 

institutional ownership, working capital turnover, and return on assets 
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significantly and positively affect financial distress. In comparison, 2 hypotheses 

were rejected because (p > 0.05), namely Sales Growth and debt to equity, with 

the results of these hypotheses not affecting financial distress. 

Table 5.1 

Summary of the Hypotheses Testing 

Hypothesis Accepted 

(p < 0.05) 

Rejected 

(p > 0.05) 

H1: Sales Growth has a negative and no significant effect 

on financial distress. 

 ✓ 

H2: Institutional Ownership has a negative and significant 

effect on financial distress. 

✓  

H3: Debt to Equity has a negative and no significant effect 

on financial distress. 

 ✓ 

H4: Working Capital Turnover has a negative and 

significant effect on financial distress. 

✓  

H5: Return on Assets has a positive and significant effects 

on financial distress. 

✓  

 

5.3 Discussion of Result 

5.3.1 Hypothesis 1 

In this research project, the first question is "Does sales growth affect 

financial distress?". From this question, the first research hypothesis H1 

states that sales growth is not significant to financial distress. The Tcount 

value of sales growth is -1.532 based on the results of the data analysis. The 
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probability value obtained from the t-test is 0.100, greater than 0.05, 

indicating that sales growth has no significant effect on financial distress. 

Based on the two findings above, sales growth has a negative and no 

significant effect on financial distress. As a result, the first hypothesis H1 is 

rejected. The finding is similar to the journal article by (Dewi & Novyarni, 

2020) which asserted the sales growth has no effect to prediction of financial 

distress. This is because both high and low levels of sales growth do not 

immediately impact the risk of financial distress. Given that the sales fall is 

not consecutive, there will only be a decline in profit yield when there is a 

sales decline. This is due to the company's fluctuating annual sales (not 

fixed). So, the sales growth rate cannot determine the company's ability to 

escape possible financial distress. 

Other than that, the outcome conflicts with a study by (Elviana & Ali, 

2021). Since it shows whether or not a company's profits are rising, sales 

growth impacts financial distress. Therefore, the greater the sales growth 

rate, the greater the likelihood of the company experiencing financial 

difficulties. 

5.3.2 Hypothesis 2  

Furthermore, the second question is, "Does institutional ownership 

affect financial distress?". Then from this question, the second research 

hypothesis, H2, states that institutional ownership is significant to financial 

distress. According to data analysis findings, institutional ownership has a 

Tcount value is -2.354. Given that the t-test probability value of 0.007 is less 

than 0.05, institutional ownership is likely to negatively and significantly 

impact financial distress. According to the two findings above, institutional 



 

36 
 

ownership negatively but significantly impacts financial distress. The 

second hypothesis, H2 is therefore accepted. This study supports that of 

(Helena & Saifi, 2018) who found that institutional ownership had a 

considerable detrimental impact on financial distress. In a study by (Udin S. 

, Khan, A, Javid, & Yasmin, 2017), institutional shareholders can exert more 

pressure on company leaders and agents than managing shareholders to act 

in the owners' best interests. Thus, institutional investors play an active role 

in viewing, monitoring, and tracking the activities of management, whose 

duties include optimizing the company's value and improving the quality of 

the company's financial operations, which in turn, can help reduce the 

likelihood of financial distress. 

On the other hand, research (Maryam & Yuyetta, 2019) indicates that 

institutional ownership does not impact financial distress. Because 

institutional ownership is a source of power that may be utilised to sustain 

management, higher institutional ownership will encourage a higher level 

of management performance supervision. Institutional investors can aid in 

lowering the agency expenses experienced by the company by helping to 

increase oversight. This will decrease the likelihood that the company will 

suffer losses that put it in a financial bind.  

5.3.3 Hypothesis 3 

The third question mentioned is “Does debt to equity influence 

financial distress?”. Then, hypothesis 3, H3 is formed to examine debt to 

equity affects financial distress in food and beverage companies listed on 

the Indonesia Stock Exchange. From the results of the data analysis above, 

the Tcount value of debt to equity is -6.759 with a profitability value of 0.271 
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which is greater than 0.05, which means that H3 is rejected. According to 

the two findings as mentioned above, sales growth has a detrimental and 

little impact on financial distress. The third hypothesis is therefore 

disproved. This outcome on both metrics is congruent with the research 

conducted by (Sarina, Lubis, & Linda, 2020) that discovered that negative 

and insignificant effect on financial distress. The results of this research 

align with the opinion of (Srikalimah, 2017) which is because the more 

significant the debt, the better because the company can cover debt and 

avoid financial difficulties. This means the company has substantial capital 

to cover debt, expected to generate large profits. In most of these studies, 

the company has a negative leverage ratio due to the negative leverage ratio 

obtained from retained earnings (retained earnings) being damaging or 

controlled loss being more significant than paid-up capital or can be due to 

paid-up capital using issue rights (pre-emptive rights). 

In contradictory, this outcome is opposed to the research from 

(Sukirno, 2022) which states that the debt to equity ratio has a significant 

positive effect on financial distress, which means that any increase in the 

debt ratio will increase the company's fixed costs. if the prediction of income 

shoots up, it will increase the risk of future financial difficulties for the 

company.  

5.3.4 Hypothesis 4 

Apart from that, the fourth research question highlighted is “Does 

Working Capital Turnover influence financial distress?”. In order to 

investigate how working capital turnover affects financial distress in food 

and beverage companies listed on the Indonesia Stock Exchange, hypothesis 
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4 (H4) was created. However, H4 is accepted because the analysis results 

show that this hypothesis is supported by the fact that the working capital 

turnover Tcount value is -1.345 and the profitability value is 0.008. The data 

analysis reveals a negative and significant impact on financial distress. 

Consequently, it is decided to accept Hypothesis 4. These results are in line 

with the results of research from  (Erhamwilda & Nurhayati, 2022) that 

working capital turnover can have a negative and significant effect on 

financial distress. The study results are supported by the more the 

occurrence of working capital turnover, the better and more profitable it will 

be for the company, meaning that the company is more effective in 

generating sales so that more profits can be obtained. However, if the profits 

generated do not match or decrease and working capital is also stuck, then 

this can cause the company to experience losses. If this happens 

continuously, it will cause financial distress. 

Nevertheless, it differs from the study carried out by (EDT & Sari, 

2022) in that it claims that working capital turnover is not a significant factor 

in financial distress because high capital turnover is not caused by large 

sales generated but rather by low embedded funds. Second, the company's 

success is attributable to its emphasis on outside resources, such as long-

term debt. Third, as a result of the modest sales volume. 

5.3.5 Hypothesis 5 

Last, the fifth research question mentioned is "Does Return on Asset 

influence Financial Distress?". After that, hypothesis 5, H5 was made to 

identify whether the return on assets is influential in determining financial 

distress in food and beverage companies listed on the Indonesian stock 
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exchange. After the findings were analyzed, it showed that Return on Asset 

has a positive and significant effect on financial distress. Return on Asset 

has Tcount 6.270, and profitability value is 0.040 < 0.05. Therefore, this 

indicates the significance of the fifth research question. Hence the result of 

H5 is accepted. This finding is similar to the research by (Caronge, Z, & 

Mursida, 2022), which analyzes that Return on Assets has a positive and 

significant effect on financial distress. It shows that a decrease in 

profitability can cause the company's condition to experience financial 

distress and continue to bankruptcy. On the other hand, the higher the level 

of profitability generated, the less likely the company will experience 

financial distress. 

However, these results contradict research conducted by (Maulana & 

Suhartati, 2022), which summarizes their findings regarding return on assets 

partially that there is no influence on financial distress. The results of this 

study are in accordance with the results of research conducted by (Saifi, 

2018) entitled The Influence of Profitability, Liquidity, and Leverage on 

Financial Distress, which states that ROA does not influence Financial 

Distress. 

5.4 Contribution of the Study 

5.4.1 Body of Knowledge 

This research is similar to other and earlier research articles on this 

topic, despite examining various academic studies that have created many 

studies on the elements that cause financial distress. In this regard, the 

research paper uses examples from 2019 to 2021 of companies in the food 

and beverage sector listed on the Indonesian stock exchange. At the same 
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time, this research enables the next researchers to use it as a literature review 

and reference when they have pertinent research topics. 

5.4.2 Theory 

By strengthening signal theory, the fundamental objective of this 

research study is to disclose company information in the form of financial 

statements disclosed by management can provide signals that can later be 

used to analyze company performance and indicate the company's financial 

failure or success. Agency theory defines the relationship between company 

management and investors, according to (Spence, 1973). As part of the 

signal theory procedure, information about a company is given to investors 

and other stakeholders. This theory also demonstrates how management 

behaves and directs investors while assessing a company. The relationship 

between signal theory and all factors is the availability of accurate 

information, which enables investors to evaluate the company's capability 

to generate profits and uphold its obligations. A more profitable and liquid 

corporation has a lower chance of going bankrupt, which benefits investors 

by enhancing the company's standing, value, and number of shares. 

5.4.3 Practical 

This research will significantly assist investors and managers in 

making decisions. Provide information to users of financial statements or 

company stakeholders regarding what financial ratios can influence and be 

a factor in financial distress conditions. This research can be used as an early 

detection before the occurrence of financial distress in the company. The 

findings of this study can also be used as a reference to see the company's 
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condition, and improvements can be made by minimizing the company's 

costs and obligations and preparing strategies to deal with unexpected 

events or events. This research study is crucial since it enables management 

to act swiftly when a firm has financial problems, preventing the company 

from going bankrupt. 

5.5 Recommendation for Future Research 

This study has some limitations and restrictions as it can only cover some 

relevant parts of the subject, as seen after analyzing the data analysis and 

discussion. Therefore, some changes or suggestions can be used in future research 

studies for example in the banking, infrastructure, property and real estate sectors. 

The five (5) independent variables examined in this study are working 

capital turnover, institutional ownership, debt to equity, sales growth, and return 

on assets. financial distress research is research that is still new, so further 

researchers can conduct literature studies on financial distress on other variables. 

it would be interesting if further researchers added samples and extended the 

research period more widely. This will increase the variety of samples and periods 

so that the effect of independent variables can be seen over a longer period of time. 

It is recommended to produce bigger and better results because more sectors on 

the Indonesia Stock Exchange can provide a different point of view to determine 

a significant impact on the subject. 

Future researchers can use other financial performance ratios, such as 

liquidity and solvency, so that the results are more diverse. Future researchers 

should also consider and observe changes in financial performance by measuring 

other financial performance. In addition, it is hoped that researchers will add or 
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use other methods such as Springate, Zmijewski and others so that they do not 

only use one method. 

5.6  Conclusion 

To strengthen food and beverage companies in Indonesia's abilities to 

analyse, comprehend, and be cautious of their prior financial performance to 

eliminate any inconsistencies that may occur in the future, as well as to ensure that 

the company receives the best value by establishing or formulating several new 

strategies, the study's overall objective, which examines the factors that influence 

financial distress, has been conducted and obtained results from data collection. 

Companies need to indicate the financial failure or success of the company.  

In general, it was shown that most factors were only partially effective and 

significant in predicting financial distress. According to multiple regression 

analysis results and study findings, two financial ratios, institutional ownership, 

and working capital turnover, have a strong negative impact and significant 

financial distress. In contrast, financial distress is favorably and considerably 

impacted by return on assets. Sales growth and debt to equity are financial ratios 

that negatively and negligibly affect financial distress. Additional elements 

relating to financial ratios on financial distress should be further researched to 

produce more accurate and beneficial results for future researchers. 

Last, the recommendation for future research is to modify diverse variables 

and samples and populations in different industries on the Indonesian stock 

exchange and look at other financial ratios and what ratios affect financial distress. 

This will help management professionals find solutions to this problem and 

researchers to have a research framework with a better understanding of this topic 

in the future. 
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APPENDIX B (LISTED COMPANY) 
 

No. Company Code Company Name 

01 MYOR Mayora Indah Tbk 

02 ROTI Nippon Indosari Corpindo Tbk 

03 KEJU Mulia Boga Raya Tbk 

04 ADES Akasha Wira International Tbk 

05 SKLT Sekar Laut Tbk 

06 INDF Indofood Sukses Makmur Tbk 

07 CLEO Sariguna Primatirta Tbk 

08 ICBP Indofood CBP Sukses Makmur Tbk 

09 STTP Siantar Top Tbk 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


