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ABSTRACT 

 

The decline of crude palm oil commodity prices 

and world demand in 2014 to 2016 lead to 

decline the capability of plantation companies 

performance. This is apparent from the 

declining sales capacity, increase of operating 

expenses, and inventory expenses and the 

impact is declining financial performance such 

as net profit. If this is allowed continuously then 

the consequences are the plantation sub sector 

companies possibly can get into the financial 

distress condition. This research aims to predict 

the level of financial distress condition and to 

know the relationship significance using Return 

On Asset (ROA), Return On Equity (ROE), 

Current ratio (CR), Debt to Asset Ratio (DAR), 

Current Liabilities to Assets Ratio (CLAR) and 

Debt to Equity Ratio (DER). The research 

population was plantation sub sector companies 

listed in Indonesia Stock Exchange. Researcher 

using purposive sampling in order to obtain a 

sample of 10 companies.  This research uses 

secondary data from annual financial report of 

plantation sub sector companies in Indonesia 

Stock Exchange.  Data were tested using logistic 

regression to explain the influence between 

these variables.  The results of this research 

indicate that the Return On Equity (ROE), 

Current ratio (CR), Debt to Asset Ratio (DAR), 

and Debt to Equity Ratio (DER) did not 

significantly influence financial distress while 

Return On Asset (ROA), Current Liabilities to 

Assets Ratio (CLAR) significantly influence 

financial distress.  

 

Keywords: Return On Asset (ROA), Return On 

Equity (ROE), Current ratio (CR), Debt to Asset 

Ratio (DAR), Current Liabilities to Assets Ratio 

(CLAR) dan Debt to Equity Ratio (DER) and 

financial distress 

 

BACKGROUND 

The oil palm plantation and 

processing industry is one of the dominant 

industries that makes a large contribution to 

economic growth in Indonesia, especially 

since Indonesia is the largest palm oil 

producer in the world. Oil palm is also a 

source of vegetable oil, at this time it has 

become the main and superior agricultural 

commodity in Indonesia, both as a source of 

income for millions of farmer families, the 

largest foreign exchange earner comes from 

exports of palm oil and its derivative 

products, providers of employment, as well 

as as a source of income. a trigger and spur 

for the growth of new economic centers, as 

well as a driving force for the growth and 

development of the palm oil-based 

downstream industry in Indonesia. From 

2010 to early 2014, the production of palm 

oil, namely CPO (crude palm oil), 

experienced a very significant price 

increase. Mid 2014 to early 2016 the price 

of CPO began to decline continuously and 

from 2017 to 2019 the price of CPO 

decreased significantly, causing the price of 

FFB (fresh fruit bunches) and PKO (palm 

kernel oil) to also decline. The decline in 

commodity prices on the international 

market that began in recent years has had a 

negative impact on plantation sector 

companies in Indonesia, especially those 

listed on the Indonesia Stock Exchange. The 

economic slowdown in the destination 
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countries for Indonesia's commodity exports 

led to lower demand, which led to pressure 

on plantation commodity prices.

 

 
Picture 1: Average CPO / MT Price (Metric Ton) 

 

From 2014 to 2016, companies in 

the plantation sub-sector experienced a 

decrease in net profit, one of which was the 

increase in general expenses, selling 

expenses, and other expenses, which was 

followed by a decrease in selling prices in 

each product of the plantation sub-sector. 

The decline in the company's net profit 

occurred in almost all issuers listed on the 

Indonesia Stock Exchange (IDX). In 2017, 

the plantation sector was the worst 

performing sector on the Indonesia Stock 

Exchange. Much of the correction in the 

agricultural sector was contributed by the 

weaker share prices of CPO issuers. The 

drop in share prices of CPO issuers was due 

to the drop in CPO prices on the 

international market. This sector is still 

recording a 6.34% decline since the 

beginning of the year. Compare this with the 

Composite Stock Price Index (JCI) which 

rose 12.28% in the same period. The 

plantation sector is still facing challenges 

amid the prospect of a potential increase in 

the price of crude palm oil. 

Regarding financial distress, there 

are several companies that have gone 

bankrupt or are threatened with bankruptcy 

due to financial problems. According to data 

obtained from https://industri.kontan.co.id, 

some of them, such as PT Palma Group, 

which is engaged in the oil palm sector, are 

on the edge or are threatened with 

bankruptcy and have suffered losses 

estimated at IDR 300 billion. PT Bima Agri 

Sawit (BAS), which recorded a loss of Rp. 

13.61 billion as of June 30, 2018, its total 

liabilities also reached Rp. 657.09 billion, 

even its equity was still negative at Rp. 

120.42 billion. PT Bima Palma Nugraha 

(BPN), the company posted a loss for the 

year of Rp 50.19 billion. Meanwhile, the 

total liabilities reached Rp. 868.32 billion. 

PT Golden Plantation Tbk, a palm oil 

company coded as issuer GOLL, is also 

experiencing financial difficulties and is 

even threatened with bankruptcy because 

two of its subsidiaries, namely PT Bumiraya 

Investindo (BRI) and PT Airlangga Sawit 

Jaya (ASJ), were declared bankrupt in 2018. 

Carolina (2017) states that financial 

distress is defined as the stage of decline in 

financial conditions that occurs before 

bankruptcy or liquidation occurs. Financial 

distress can be predicted based on the 

company's inability or unavailability of 

funds to pay its maturing obligations. 

Financial distress (financial difficulties) of a 

company can be seen and measured through 

the ratios in the financial statements. The 

measure commonly used in financial 

statement analysis is to use financial ratio 

analysis. Financial distress analysis is an 

analysis that can help a company to 

anticipate the possibility that the company 

will experience bankruptcy caused by 

financial problems. 
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One of the important aspects of 

analyzing the financial ratios of a company's 

financial statements is to predict the 

continuity or viability of the company. The 

financial ratios used in this study are as 

follows: profitability ratios, liquidity ratios, 

activity ratios and leverage / solvency ratios. 

Profitability ratios consist of Return On 

Asset (ROA), Return On Equity (ROE), 

Current ratio (CR), Debt to Asset Ratio 

(DAR), Current Liabilities to Assets Ratio 

(CLAR) and Debt to Equity Ratio (DER) 

The Financial Distress event which 

was studied by Alifiah and Tahir (2019) at 

the Companies in the Manufacturing Sector 

in Bursa Malaysia with variables of total 

assets turnover ratio, current ratio, net 

income to total assets ratio and money 

supply, had a significant effect on Financial 

Distress. Researches on financial distress on 

the Stock Exchange have also been 

conducted in Indonesia. Rahayu and Sopian 

(2016) at the Food and Beverage companies 

on the Indonesia Stock Exchange by using 

financial ratios to predict financial distress. 

Sulistyani and Ismanto (2017) conducted 

research on Manufacturing Companies 

Listed on the IDX by using the Liquidity 

Ratio, Solvency Ratio, Profitability Ratio, 

Market Ratio variables. The research results 

are only the liquidity ratio, the solvency 

ratio which has a significant effect on 

financial distress. The same research was 

also carried out by Carolina, Elyzabet and 

Pratama (2017) Manufacturing Companies 

Listed on the IDX. The same research was 

also conducted by Sirait (2016) using 

financial ratios to predict financial distress 

conditions in manufacturing companies 

listed on the Indonesia Stock Exchange. 

With variable CR, QR, WCTA, TDA, NPM, 

ROE. 

According to Sari (2016), as for the 

basis of using the Altman Z-score model 

because the Altman Z-score is one of the 

popular prediction models used in research 

on bankruptcy, the prediction produced by 

this model is very high at 95%. This model 

uses the Multiple Discriminant Analysis 

(MDA) method. Altman's rationale uses 

discriminant analysis to overcome the 

shortcomings of multiple ratio analysis, so it 

is necessary to combine various ratios in 

order to become a meaningful prediction 

model. The Altman Z-score model is not 

only used in private companies but is also 

used by the Ministry of Finance to detect the 

performance of State-Owned Enterprises 

(BUMN). In this study, researchers used a 

model to predict manufacturing companies 

that have gone public, the equation is as 

follows: 

 

Z = 0,717X1 + 0,847X2 + 3,107X3 + 

0,420X4 + 0,998X5 

 

Information: 

X1 = Working capital to total assets 

(Working Capital to Total Assets). 

X2 = Retained earnings to total assets 

(Retained Earnings to Total Assets). 

X3 = Income before tax and interest on total 

assets (Earnings Before Interest and Taxes 

to Total Assets). 

X4 = Market value of equity to book value 

of debt (market Value of Equity to Book 

Value of Total Debt). 

X5 = Sales to total assets (Sales to Total 

Assets). 

 

The classification of performancey 

and non-performancey companies is based 

on the Z-score of the Modified Altman 

model, namely: 

a. If the Z value> 2.90 is classified as a 

performancey company. 

b. If the Z value <1.23 then it is an non-

performancey company (experiencing 

financial distress) 

 

Conceptual Framework 

One important aspect of analyzing 

the financial ratios of a company's financial 

statements is to predict the continuity or 

survival of the company. In this framework, 

it can explain how the influence of variable 

Return On Asset (ROA), Return On Equity 

(ROE), Current ratio (CR), Debt to Asset 

Ratio (DAR), Current Liabilities to Assets 

Ratio (CLAR) and Debt to Equity Ratio 
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(DER) on the financial distress condition of 

plantation sub-sector companies listed on 

the Indonesia Stock Exchange. 

 

 
Figure 2.Conceptual Framework 

 

Hypothesis 

 

H1: Return on assets (ROA) has a positive 

and significant effect on financial distress 

H2: Return On Equity (ROE) has a positive 

and significant effect on Financial Distress 

H3: Current ratio (CR) has a positive and 

significant effect on Financial Distress 

H4: Debt to Asset Ratio (DAR) has a 

positive and significant effect on Financial 

Distress 

H5: Current Liabilities to Assets Ratio 

(CLAR) has a positive and significant effect 

on Financial Distress 

H6: Debt to Equity Ratio (DER) has a 

positive and significant effect on Financial 

Distress 

 

RESEARCH METHODS 

This type of research is quantitative 

research. This study aims to obtain evidence 

of a causal relationship (causal relationship) 

between the independent variable and the 

dependent variable by using secondary data 

in the form of financial statements of oil 

palm plantation companies listed on the 

Indonesia Stock Exchange (IDX). Sources 

of data used in this study use secondary 

data, namely in the form of annual financial 

statements of oil palm plantation companies 

listed on the IDX with the end of the 

financial year on December 31, 2010 to 

December 31, 2018. Data sources can be 

obtained from www.idx.co.id and 

www.ticmi.co.id. This research was 

conducted on the Indonesia Stock Exchange 

through the website www.idx.co.id. The 

research period was started from June 2020 

to August 2020. To analyze the research 

problems, the population that was the object 

of this study were all oil palm plantation 

companies listed on the IDX from 2010 to 

2018, totaling 18 oil palm plantation 

companies. The sample selection is 

determined by purposive sampling in order 

to obtain a representative sample according 

to the specified criteria. The criteria for 

being selected as a sample are: 

1. Oil palm plantation companies listed on 

the IDX. 

2. Oil palm plantation companies that 

provide financial report data during the 

study period (2010 to 2018). 

3. Plantation sub-sector companies that are 

not included in the relisting and delisting 

companies in 2010-2018 

Based on these criteria, the number 

of oil palm plantation companies listed on 

the IDX and consistently existing during the 

study period (2010 to 2018) were 18 

companies. There are 8 oil palm plantation 

companies that did not provide financial 

report data during the study period (2010 to 

2018). So that the number of samples in this 

study were obtained as many as 10 oil palm 

plantation companies. 
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Table 1: Research Samples 

No Code Issuer Sub sector IPO date 

1 AALI Astra Agro Lestari Tbk Perkebunan 09 December 1997 

2 ANJT Austindo Nusantara Jaya Tbk Perkebunan 08 May 2010 

3 BWPT Eagle High Plantation Tbk Perkebunan 27 October 2009 

4 GZCO Gozco Plantation Tbk Perkebunan 15 May 2008 

5 LSIP PP London Sumatera Indonesia Tbk Perkebunan 05 July 1996 

6 SGRO Sampoerna Agro Tbk Perkebunan 18 June 2007 

7 SIMP Salim Ivomas Pratama Tbk Perkebunan 09 June 2009 

8 SMAR Smart Tbk Perkebunan 20 November 1992 

9 TBLA Tunas Baru Lampung Tbk Perkebunan 14 February 2000 

10 UNSP Bakrie Sumatera Plantation Tbk Perkebunan  06 March 1990 

 

The data analysis method used in 

this research is logit regression (logistic) 

with the help of Eviews software. Data 

analysis was performed by assessing the 

entire model. In addition, multicollinearity 

testing was also carried out to determine 

whether the regression model found a 

correlation between the independent 

variables or the independent variables. 

While the testing of the hypothesis is done 

using: 

1. Likelihood function - 2log-likelihood 

(Overall Model Test) 

2. Hosmer and Lemeshows Goodness of fit 

test (Model Fit Test) 

3. Nagelkerke R Square (Determination 

Coefficient Test) 

4. Wald Test (Partial Effect Significance 

Test) 

5. Omnibust Test of Model Coefficient 

(Simultaneous Testing) 

 

 

RESULTS AND DISCUSSION 

Descriptive Statistical Analysis 

Descriptive analysis is used to assess 

the characteristics or descriptions of data 

seen from the minimum, maximum, 

average, and standard deviation values 

based on financial distress, ROA, ROE, CR, 

DAR, CLAR and DER variables. Based on 

the descriptive statistical analysis, the 

sample description is as follows. 
 

Table 2: Descriptive Statistics Based on Variables 

FD, ROA, ROE, CR, DAR, CLAR and DER 

Variable Min Max Mean Std. Deviation 

FD 0 1 0,6111 0,4902 

ROA -0,4360 0,2510 0,0434 0,0894 

ROE -1,3520 3,3790 0,1116 0,4266 

CR 0,0990 5,2090 1,3387 0,9371 

DAR 0,0820 1,1070 0,4795 0,2080 

CLAR 0,0410 0,9800 0,2140 0,1587 

DER -30,6390 11,2740 0,7186 3,7838 
 

Based on these financial ratios, the 

Altman analysis with a strict Z-score is used 

to categorize the companies into the 

performance and non-performance 

categories. 

 
Table 3: Altman analysis with Z-score 

Company Code 

Year 

2010 2011 2012 2013 2014 2015 2016 2017 2018 

                      

ANJ

T 

 Z -

Score 3,582 3,038 3,262 3,241 3,001 2,981 2,929 2,983 0,836 

Information  
Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Non 
Performa

nce 

AAL

I 

 Z –

Score 4,066 4,036 3,981 3,453 3,393 3,181 2,984 2,942 2,911 

Information 
Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

BWP

T 

 Z –

Score 3,075 2,908 0,658 0,506 0,286 0,262 0,268 0,301 0,239 

Information 
Performa
nce 

Performa
nce 

Non 

Performa

nce 

Non 

Performa

nce 

Non 

Performa

nce 

Non 

Performa

nce 

Non 

Performa

nce 

Non 

Performa

nce 

Non 

Performa

nce 

GZC

O 

 Z –

Score 2,931 1,038 0,631 0,354 0,524 0,301 -1,366 -0,092 0,406 

Information  
Performa

nce 

Non 

Performa
nce 

Non 

Performa
nce 

Non 

Performa
nce 

Non 

Performa
nce 

Non 

Performa
nce 

Non 

Performa
nce 

Non 

Performa
nce 

Non 

Performa
nce 

LSIP 

 Z –

Score 3,718 3,568 3,352 3,136 3,104 2,961 2,908 2,995 1,006 
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Information  
Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Non 

Performa

nce 

SGR

O 

 Z –

Score 3,147 3,190 3,013 2,991 2,905 1,074 1,151 2,908 1,091 

Information  

  

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Non 
Performa

nce 

Non 
Performa

nce 

Performa

nce 

Non 
Performa

nce 

SIM
P 

 Z –
Score 3,1225 3,0285 3,0919 2,9593 2,9126 1,1921 1,1341 2,9120 1,0492 

Information  
  

Performa
nce 

Performa
nce 

Performa
nce 

Performa
nce 

Performa
nce 

Non 

Performa

nce 

Non 

Performa

nce 

Performa
nce 

Non 

Performa

nce 

SMA

R 

 Z –

Score 3,527 4,095 3,476 3,003 2,985 2,955 2,960 3,067 2,938 

Information 
Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

TBL

A 

Z –

Score 0,923 2,913 2,961 2,977 2,968 1,170 1,095 2,944 2,903 

Information  

Non 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Performa

nce 

Non 

Performa

nce 

Non 

Performa

nce 

Performa

nce 

Performa

nce 

UNS

P 

Z -

Score 0,157 0,516 0,320 0,084 0,104 -0,093 -0,286 -0,347 -0,394 

Information  
Non 
Performa

nce 

Non 
Performa

nce 

Non 
Performa

nce 

Non 
Performa

nce 

Non 
Performa

nce 

Non 
Performa

nce 

Non 
Performa

nce 

Non 
Performa

nce 

Non 
Performa

nce 

 

Multicollinearity Test 

From the results of statistical 

processing above, it is known that the VIF 

value of all independent variables is VIF 

<10, it can be concluded that the data from 

this study are free from multicollinearity 

problems or multicollinearity does not 

occur. 

 

Logistic Regression 
 

Table 4:Logistic Regression 

Variable Coefficient Std. 

Error 

z-Statistic Prob.   

X1 61.48387 21.19987 2.900200 0.0037 

X2 -5.851034 6.890763 -0.849113 0.3958 

X3 -0.228519 0.610713 -0.374184 0.7083 

X4 -10.61449 5.718730 -1.856092 0.0634 

X5 17.65918 6.192603 2.851657 0.0043 

X6 -0.549517 0.641125 -0.857114 0.3914 

C 1.503531 2.524891 0.595483 0.5515 

 

A constant of 1.50 means that if the 

six independent variables are ignored, the 

company is categorized as experiencing 

increased financial distress. The regression 

coefficient value of ROA is 61.48, which is 

positive. This means that as the Return on 

Assets ratio increases, it will increase 

financial distress in the company. The 

regression coefficient value of ROE is -5.85, 

which is negative. This means that as the 

Return on Equity ratio increases, it will 

reduce the level of financial distress 

experienced by the company. The regression 

coefficient value of CR is -0.22, which is 

negative. This means that as the current 

ratio increases, it will reduce the level of 

financial distress experienced by the 

company. 

The regression coefficient value of 

DAR is -10.61, which is negative. This 

means that as the ratio of Debt to Asset 

Ratio increases, it will reduce the level of 

financial distress experienced by the 

company. The regression coefficient value 

of CLAR is 17.65, which is positive. This 

means that as the Current Liabilities to 

Assets Ratio increases, it will increase 

financial distress in the company. The 

regression coefficient value of DER is -0.54, 

which is negative. This means that as the 

Current Liabilities to Assets Ratio increases, 

it will reduce the level of financial distress 

experienced by the company. 

 

Hypothesis test 

2log-likelihood (Overall Model Test) 
 

Table 5.-2 Log likelihood value 

Hannan-Quinn 

criter. 

0.802455 Deviance 51.16450 

Restr. deviance 120.2847 Restr. Log 

likelihood 

-60.14236 
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A decrease in the value between the 

initial -2LL (initial-2LL function) and the -

2LL value in the next step (final -2LL) 

indicates that the hypothesized model is fit 

with the data (Ghozali, 2013). Decreasing 

the value of -2 log likelihood indicates that 

this research model is declared fit, meaning 

that the addition of independent variables, 

namely ROA, ROE, CR, DAR, CLAR, 

DER into the logical model will improve the 

fit model in this study (fit or feasible 

model). 

 

Hosmer and Lemeshow Goodness of fit 

test (Model Fit Test) 
 

Table 6.Hosmer and Lemeshow Test 

Goodness-of-Fit Evaluation for Binary Specification 

Andrews and Hosmer-Lemeshow Tests 

H-L Statistic 3.1120 Prob. Chi-Sig(8) 0.9271 

 

Based on Table 6, it is known that 

the Sig. or probability 0.9271. Note that 

because the probability value, which is 

0.9271, is greater than the significance 

level, namely 0.05, the overall model has 

met the model's eligibility requirements. 

 

McFadden R-squared (Test of the 

Coefficient of Determination) 
 

Table 7.McFadded R-Squared 

McFadden R-squared 0.574638 Mean dependent var 0.611111 

S.D. dependent var 0.490229 S.E. of regression 0.313987 

 

Based on Table 7, the McFadden R-

Squared statistical value is 0.5746. This 

value is interpreted as the ability of ROA, 

ROE, CR, DAR, CLAR, DER to influence 

financial distress of 57.46%, the remaining 

42.54% is explained by variables or other 

factors. 

 

Omnibus Test (Simultaneous Testing) 
 

Table 8.Omnibus Test 

LR statistic 69.12023 Avg. log likelihood -0.284247 

Prob(LR statistic) 0.000000    

 

Based on Table 8, it is known that 

the Prob (LR statistic) value is 0.00000 

<0.05 significance level, it is concluded that 

ROA, ROE, CR, DAR, CLAR, DER 

together or simultaneously have a 

significant effect on financial distress. 

Wald Test (Significance Test of Partial 

Effects) 
 

Table 9.Test of Significance of Partial Effects (Wald Test) 

Coefficient covariance computed using observed Hessian 

Variable z-Statistic Prob.   

X1 2.900200 0.0037 

X2 -0.849113 0.3958 

X3 -0.374184 0.7083 

X4 -1.856092 0.0634 

X5 2.851657 0.0043 

X6 -0.857114 0.3914 

C 0.595483 0.5515 

 

Prob Value. from ROA is 0.0037 <0.05, 

then ROA has a positive and significant 

effect on financial distress. 

The results of the research on the 

ROA value of plantation companies have a 

low and even negative value, which means 

that the company has not been able to 

manage assets effectively and efficiently to 

produce a net profit on sales, so a low ROA 

value is obtained and some show negative 

numbers which indicate financial difficulties 

that affect the company. Level of financial 

distress. A performance company will have 

a higher ROA ratio than a non-performance 

company. With high efficiency and 

productivity, it will result in the availability 

of profit (increased accumulated profit) as a 

source of settlement of company liabilities. 

 

The regression coefficient of ROE is -

5.85. Given the value of Prob. from ROE 

is 0.3958> 0.05, then ROE has a negative 

effect and does not have a significant 

effect on financial distress. 

This ratio has no effect on financial 

distress, this is probably because the 

company uses its own capital or maximizes 

existing assets in running its business or in 

other words, the company does not use debt 

in managing the company. This ratio shows 

the extent to which the company manages 

its own capital effectively, measuring the 

rate of return on investment that has been 

made by the owner of the capital itself or 

the company's shareholders. This ratio 

allows management to focus on the amount 

of net profit that can be generated from the 

amount of capital invested by the 

shareholders. ROE can also be used as an 
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indicator to assess the effectiveness of 

management in using equity financing to 

fund operations and grow the company. 

 

The regression coefficient value of CR is -

0.22. Given the value for Prob. from CR 

is 0.7083> 0.05, then CR has a negative 

effect and does not have a significant 

effect on financial distress. 

This ratio apparently has no effect 

on financial distress, this is likely due to 

relatively low costs such as low cost of 

current debt or in other words, the company 

has a larger long-term debt so that when the 

company has short-term debt it does not 

really matter. The use of the Current Ratio 

is considered not to have a triggering effect 

on financial distress. This is likely due to 

relative costs such as lower debt costs. 

Companies with a decision to use debt in 

their balance sheets in general can increase 

their profitability, which in turn increases 

their share price, thereby increasing the 

welfare of shareholders and building greater 

growth potential and minimizing the 

potential for financial distress. 

 

Prob Value. from DAR is 0.0634> 0.05, 

then DAR has no significant negative 

effect on financial distress. 

In fact, this ratio has no effect on 

financial distress. This is probably because 

existing assets are not acquired through debt 

but through own capital or from investors so 

that DAR has no effect on financial distress. 

Debt to Asset Ratio (DAR) is a debt ratio 

used to measure how much the company's 

assets are financed by debt or how much the 

company's debt affects asset management. 

 

The regression coefficient value of CLAR 

is 17.65. Prob Value. from CLAR is 

0.0043 <0.05, then CLAR has a positive 

and significant effect on financial distress. 

This ratio has an effect on financial 

distress. This is probably due to the fact that 

existing current debts are still able to be 

paid or paid off with maximum asset 

management or in other words the company 

has sufficient funds to meet its debt 

obligations. Current Liabilities to Assets 

Ratio shows a company's ability to pay off 

current debt using all of its assets. 

 

The regression coefficient value of DER is 

-0.54. Given the value for Prob. from 

DER is 0.3914> 0.05, then DER has no 

significant negative effect on financial 

distress. 

This ratio apparently has no effect 

on financial distress, this is probably due to 

the fact that debt or liability to the company 

is smaller than all assets and capital owned 

by the company, so that if an undesirable 

condition occurs such as bankruptcy or 

financial difficulties, the company can still 

pay off all debts or its obligations. Debt to 

Equity Ratio or DER is the main financial 

ratio and is used to assess the financial 

position of a company. This ratio is also a 

measure of the company's ability to pay off 

its obligations. 

 

CONCLUSION 

Based on the results of testing the 

hypothesis, it is known that of the 6 

financial ratios used in examining the effect 

of financial ratios on financial distress, it 

turns out that there are 4 financial ratios that 

do not have a significant effect on financial 

distress, these ratios are Return On Equity 

(ROE), Current ratio. (CR), Debt to Asset 

Ratio (DAR), and Debt to Equity Ratio 

(DER), and there are 2 financial ratios that 

have a significant effect on financial 

distress, these ratios are Return On Asset 

(ROA), Current Liabilities to Assets Ratio ( 

CLAR). The two ratios are proven to have a 

contribution in predicting companies that 

experience financial distress and do not 

experience financial distress. 
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