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ABSTRACT 
This study aims to empirically test whether Net Working Capital to Total Assets, Retained 

Earnings to Total Assets, EBIT to Total Assets, and Book Value of Equity to Book Value of Total 
Debt have an effect on Financial Distress in companies in the Consumer Goods Industry sector 
listed on the Indonesia Stock Exchange after the Covid-19 pandemic using the Altman Z-Score 
method. The sample used consisted of 52 companies obtained through a saturated sampling 
technique (Census Technique). The data analysis method employed was the Modified Altman Z-
Score III Model and Logistic Regression Test. The independent variables (X) in this study are net 
working capital to total assets, retained earnings to total assets, EBIT to total assets, and book 
value of equity to book value of total debt, while the dependent variable (Y) is financial distress. 
The data used in this study are secondary data, namely annual reports. The results of the study 

show that, partially, Net Working Capital to Total Assets, Retained Earnings to Total Assets, 
EBIT to Total Assets, and Book Value of Equity to Book Value of Total Debt do not have a 
significant effect on the occurrence of financial distress. 

 

Keywords: Financial Distress, Altman z-score, Net Working Capital, Total Assets 

 
ABSTRAK 

Penelitian ini bertujuan untuk menguji secara empiris apakah Net Working Capital to Total 
Assets, Retained Earning to Total Assets, EBIT to Total Assets, dan Book Value of Equity to 
Book Value of Total Debt berpengaruh terhadap Financial Distress pada perusahaan di sektor 
Industri Barang Konsumsi yang terdaftar di Bursa Efek Indonesia setelah pandemi Covid-19 
dengan menggunakan metode Altman Z-Score. Sampel yang digunakan adalah 52 perusahaan 
yang diperoleh menggunakan teknik sampling jenuh (Census Technique). Metode analisis data 
yang digunakan adalah Model Modifikasi Altman Z-Score III dan Uji Regresi Logistik. Variabel 

independen (X) dalam penelitian ini adalah net working capital to total assets, retained earnings 
to total assets, EBIT to total assets, dan book value of equity to book value of total debt, sedangkan 
variabel dependen (Y) adalah financial distress. Data yang digunakan dalam penelitian ini adalah 
data sekunder, yaitu laporan tahunan. Hasil penelitian menunjukkan bahwa secara parsial, Net 
Working Capital to Total Assets, Retained Earning to Total Assets, EBIT to Total Assets, dan 
Book Value of Equity to Book Value of Total Debt tidak memiliki pengaruh yang signifikan 
terhadap terjadinya financial distress. 

 

Kata kunci: Kesulitan Keuangan, Skor Z Altman, Modal Kerja Bersih, Total Aset. 
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INTRODUCTION 

The pandemic that has been going on for almost two years has changed people's 
consumption patterns. Consumers who usually go shopping to the market are now using 
other methods to get their needs. By utilizing many online delivery services. Meanwhile, 
people who are used to eating at restaurants prefer to use the take away system or order 
their food online. Changes in consumption patterns have also made the food and 
beverage industry sector more active in developing innovations so that it is easier for 
people to shop by paying attention to health protocols and maintaining the cleanliness 
and taste of food. This sector, which is closest to the community, should indeed utilize 
technology to make it easier for its consumers. Even changes in people's consumption 
patterns are related to changes in the marketing, logistics, and production systems in the 
food and beverage industry. The government is encouraging the food and beverage 
industry to prepare itself to welcome public consumption which is predicted to increase 
after the Covid 19 pandemic. This strategic sector is expected to grow positively in 2023, 
considering that food and beverage products are in great demand by the community. 

The Ministry of Industry noted that during 2020 to 2022, the food and beverage industry 
was able to make a significant contribution to the national economy. This strategic 
sector is included in the development priorities in the Making Indonesia 4.0 Road Map. 

Post-pandemic purchasing power recovery is the hope for a number of consumer 
goods sector issuers whose businesses have been under pressure due to the pandemic. 
Optimistic that the pandemic conditions will be more under control so that the economy 
can be more active in 2023. To optimize performance, the company will adjust its 
strategy in 2023 with the development of community needs and Indonesia's economic 
recovery. The Covid-19 pandemic has had a significant impact on the financial 
performance of companies in the food sub-sector from 2020-2022. The extraordinary 
circumstances that gave birth to this multidimensional crisis have affected the company's 
financial capabilities. Many companies are concerned about financial performance in 
these years due to the slowing economic growth in Indonesia and the world, and the 
implementation of the Covid-19 handling protocol which has made business activities 

sluggish. and is predicted to result in financial distress. 
According to Lewaru & Loupatty (2021), the factors causing financial distress from 

within the company are more micro in nature. The factors from within the company are 
cash flow difficulties, the amount of debt and losses in the company's operational 
activities for several years. Cash flow difficulties occur when the company's income 
from operating activities is not enough to cover the business expenses arising from the 
company's operational activities. In addition, cash flow difficulties can also be caused by 
management errors when managing the company's cash flow in making payments for 
company activities which can worsen the financial condition of a company. The large 
amount of debt, the company's debt policy to cover costs arising from the company's 
operations will create an obligation for the company to repay the debt in the future. 
When the bill is due, while the company does not have enough funds to pay off the bills, 
then the possibility of what the creditor will do is to seize the company's assets to cover 
the shortfall in payment of the bill. Losses in the company's operational activities for 

several years, in this case, are the company's operational losses which can cause 
negative cash flow in the company. This can happen because the operational expenses 
are greater than the income received by the company. 

Even though a company can overcome the three problems above, it is not certain that 
the company can avoid financial distress, this is because there are still external factors of 
the company that can cause financial distress. Damodaran (1997), external factors of the 
company are more macro in nature, where the scope is wider. External factors can be in 
the form of government policies that can increase the burden of business borne by the 
company, for example increasing tax rates can increase the burden on the company. In 
addition, there is still a policy of increasing loan interest rates, which can cause an 
increase in the interest burden borne by the company. The Altman Z-Score model is 
used to predict the occurrence of financial distress which can lead to bankruptcy. The 
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results of the Z-Score analysis can provide an overview of the company's financial 
position in a healthy condition, vulnerable or in a state of bankruptcy. This analysis is 
an early warning system needed to find out the company's financial condition in the 
future, and can help stakeholders in decision making (Loupatty et al., 2024). The 
financial ratios that will be tested are Working Capital to Total Assets Ratio, Retained 
Earnings to Total Assets Ratio, EBIT to Total Assets Ratio, Market Value of Equity to 
Total Debt Ratio. 

The subjects of this study are companies in the Consumer Goods Industry sector 
listed on the Indonesia Stock Exchange in 2020-2022. It is assumed that stocks in this 
sector are stocks that are very strong against all kinds of economic conditions, whether 
the country is in good economic condition or even in crisis, because everyone will 
definitely still need the products produced by this business line (such as rice, soap, 
medicines and so on). The shares of companies in this consumer goods sector are 
defensive stocks for long-term investment. This happens because the products they 
produce are products in the primary needs category. And on the other hand, the more 

the population of Indonesia, the greater the opportunity for profit that will be obtained 
by stocks in this group because the greater the opportunity for demand for their products 
(Silanno & Loupatty, 2021). Based on the phenomena that have been described above, 
this study was conducted to test and analyze whether net working capital to total assets, 
retained earnings to total assets, EBIT to total assets and book value of equity to book 
value of total debt have an effect on the occurrence of financial distress in companies in 
the consumer goods sub-sector on the Indonesia Stock Exchange. 

 

LITERATURE REVIEW 
Signal theory or Signaling Theory is based on the assumption that the information 

received by each party is not the same. This theory is related to information asymmetry 
which shows the existence of information asymmetry between company management 
and financial parties interested in information. For this reason, managers need to 
provide information to interested parties through the publication of financial reports. In 

building a signal theory based on the existence of asymmetric information between 
information from management (well-informed) and information from shareholders 
(poorly informed). This theory is based on the idea that management will provide 
information to investors or shareholders when they get good information related to the 
company such as increasing the company's value. However, investors do not trust this 
information because managers are stakeholders. According to Wibowo & Febriani 
(2023), signal theory explains how a company should provide signals to users of 
financial reports. This signal is in the form of information about what management has 
done to realize the owner's wishes. 

From the above understanding, it can be concluded that the signaling theory 
discusses how signals (information) of management success and failure should be 
conveyed to stakeholders. These signals (information) can be provided through the 
company's financial statements. Managers provide information through financial 
statements that they implement conservative accounting policies that produce quality 
profits. This accounting policy is a principle that prevents companies from exaggerating 
profits and helps users of financial statements by presenting profits and assets that are 
not overstated. The information received by investors can be in the form of good signals 
(good news) or bad signals (bad news). A good signal, if the company's reported profit 
increases and vice versa if the company's reported profit decreases, it is a bad signal for 
investors. So that information is an important element for investors or business actors, 
because this information presents information, notes or descriptions of the company 
both for past, current and future conditions for the continuity of the company's business. 
Complete, relevant, accurate and timely information is needed by investors in the 
capital market as an analysis tool for investment decision makers. 

Companies experiencing financial difficulties generally experience a decline in 
growth, profitability, and fixed assets, as well as an increase in inventory levels relative 
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to healthy companies (Lestari, 2019; Zees & Kawatu, 2022; Baros et al., 2022). 
According to Ramadayanti (2024), financial distress is a difficulty in funds to cover 
company obligations or liquidity difficulties that start with mild difficulties to more 
serious difficulties, namely if debt is greater than assets. Muis (2020), said that financial 
distress or often referred to as financial difficulties, occurs before a company actually 
goes bankrupt. Financial distress is a condition that indicates a stage of decline in the 
company's financial condition that occurs before bankruptcy or liquidation occurs. So, it 
can be concluded that financial distress is a condition of financial difficulties 
experienced by a company before going bankrupt or liquidated. If the company has 
entered a state of financial distress, then management must be careful because it could 
enter the bankruptcy stage and must apply a priority scale in financial management 
(Misra et al, 2020; Sudarmanto, et al, 2021). The management of companies 
experiencing financial distress must take action to overcome these financial problems to 
prevent bankruptcy. 

 According to Hikmah & Afridola (2019), there are four types of financial distress 

that can cause a company to go bankrupt. In the research of Usmany & Loupatty 
(2021), it is explained that Economic Failure refers to a condition where a company 
cannot cover total costs, so it cannot pay employee salaries. This is because the level of 
profit generated is smaller than the total costs incurred, prompting the company to ask 
for additional capital from investors or look for new investors. Business Failure occurs 
when a company loses creditors and has to stop the production process (Dewantara & 
Nufitasari, 2021; Siagian, 2024). In this situation, the company needs to save money to 
minimize possible risks. Third, Financial Failure is defined as a condition where a 
company cannot meet its short-term obligations, such as failing to pay debts on time 
(insolvency), due to losses or reduced liquidity. Financial failure is generally divided 
into two types, namely technical insolvency and bankruptcy insolvency. Finally, Legal 
Bankruptcy is a condition in which a company is declared legally bankrupt. In 
Indonesia, the requirements and decisions for a company to go bankrupt are regulated 
in Article 2 of Law No. 4 of 1998. 

Multiple Analysis Discriminant or multiple discriminant analysis is one of the 
frequently used corporate bankruptcy prediction models. This MDA was developed by 
Altman in 1968. Discriminant analysis is a statistical technique used to categorize 
companies into bankrupt and non-bankrupt categories. Discriminant analysis is very 
useful for predicting bankruptcy in companies. If a company that is predicted to go 
bankrupt does not make improvements, the company's bankruptcy will actually occur 
(Kurniadi, 2021; Ujung & Nanda, 2022). Several studies related to bankruptcy cases and 
phenomena have been conducted. Altman (1968) was one of the early researchers who 
conducted the research. The research conducted by Altman produced a formula called 
the Z-Score. Z-Score analysis is a method for predicting the bankruptcy of a company by 
combining several common financial ratios and giving different weights to each other 
(Pri-yanti & Riharjo, 2019; Langoday & Sabir, 2020).  

Altman selected 22 financial ratios, and finally found 5 ratios that can be combined 
to see companies that are bankrupt and not bankrupt, the 5 types of ratios are: Working 
Capital to Total Assets, Retained Earning to Total Assets, EBIT to Total Assets, Market 
Value of Equity to Book Value of Total Debt and Sales to Total Assets. The use of the 
Altman model as a measure of bankruptcy performance is not fixed but has evolved 
over time, the testing and discovery of the model has continued to be expanded by 
Altman until its application is not only in public manufacturing companies but also 
includes non-public manufacturing companies, non-manufacturing companies, and 
corporate bond companies (Ramadhani & Lukviarman, 2009; Rihma, 2020; Yunus, 
2021). 

Over time and adjustments to various types of companies. Altman conducted further 
research on the potential for bankruptcy of companies other than manufacturing 
companies, both public and non-public. The latest Z-Score formula is a formula that is 
considered very flexible because it can be used for various types of company business 
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fields and is suitable for use in developing countries such as Indonesia (Rudianto, 2013; 
Telaumbanua & Budiantara, 2020). This model is known as the Modified Altman 
model. In relation to the Altman III Z -Score formula, Altman eliminated the X5 
variable (sales/total assets) because this ratio varies greatly in industries with different 
asset sizes (Ramadhani & Lukviarman, 2009). 

The Modified Altman Model (III) uses four ratios to analyze the financial health of a 
company. First, (X1) Working Capital to Total Assets, which measures the company's 
ability to generate net working capital from the total assets owned. This ratio is 
calculated by dividing net working capital, which is obtained from current assets minus 
current liabilities, by total assets. Second, (X2) Retained Earnings to Total Assets, which 
shows the company's ability to generate retained earnings from total assets. Retained 
earnings are profits that are not distributed to shareholders, and a larger ratio indicates a 
greater role of retained earnings in forming company funds. Third, (X3) Earnings Before 
Interest and Taxes to Total Assets, which shows the company's ability to manage total 
assets to earn profits before interest and taxes, with earnings before interest and taxes 

obtained from the income statement and total assets from the company's balance sheet. 
Finally, (X4) Book Value of Equity to Book Value of Total Debt, which shows the 
company's ability to meet obligations from the book value of equity, where the book 
value of equity is the total amount of equity, while the book value of debt is obtained 
from the amount of current and long-term liabilities. The criteria for company health 
based on the Modified Altman Z-Score Model, according to Ramadhani & Lukviarman 
(2009), are as follows: if the Z index value "<1.1, the company is predicted to go 
bankrupt; If 1.1 < Z” < 2.6, the company is in the grey area and has the potential to 
experience financial problems; and if Z” > 2.6, the company is considered not bankrupt. 
 

METHODS 
This research is a quantitative study that aims to measure the effect of a company's 

financial capability on financial distress. The research objects include independent 
variables, namely net working capital to total assets, retained earnings to total assets, 

EBIT to total assets, and book value of equity to book value of total debt, as well as 
dependent variables in the form of financial distress. The subjects of the study were 
companies in the consumer goods industry sector listed on the Indonesia Stock 
Exchange (IDX) in the period 2020-2022. The research population consisted of all 
companies in this sector listed on the IDX in that year, while the sample was taken from 
52 companies that published financial reports in 2020-2023. The data used are 
secondary data, obtained through annual report documentation available on the IDX 
website (www.idx.co.id). The data analysis method involves the Altman Z-Score 
Modification III model to measure financial distress, with the steps of calculating the 
values of variables X1 to X4 according to a predetermined formula. In addition, logistic 
regression analysis is used to test the effect of independent variables on financial distress, 
with the null hypothesis stating that there is no significant effect. The Hosmer and 
Lemeshow test and determination coefficient analysis were used to assess the suitability 
of the model. The results of the logistic regression coefficient test determine the effect of 

each independent variable on financial distress, with a significance level set at 5%. The 
model prediction accuracy criteria are expected to reach more than 75%. This study 
provides an important contribution to the understanding of the relationship between 
financial capacity and financial distress risk in the consumer goods industry sector. 
 

RESULTS 
The output table 1, the logistic regression equation formed is as follows: Ln [p/(1-p)] 

= 99.386 – 583.358 X1 – 239.277 X2 – 677.779 X3 – 91.445 X4. The estimated value 
presented in this logistic regression equation cannot be interpreted directly as in the 
ordinary linear regression model. However, the estimated value of the logistic regression 
equation can be interpreted through the Exp (B) value, which is commonly referred to as 
the odds ratio. The interpretation for the Exp (B) value obtained is as follows: The Exp 
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(B)1 value for net working capital to total assets is 0.000, which means that for every 1 
increase in net working capital to total assets, the chance of financial distress will 
increase by 0.000. Furthermore, the Exp (B)2 value for retained earnings to total assets 
is 0.000, which means that every 1 increase in retained earnings to total assets will also 
increase the chance of financial distress by 0.000. In addition, the Exp (B)3 value for 
EBIT to total assets of 0.000 indicates that every 1 increase in EBIT to total assets will 
cause an increase in the chance of financial distress by 0.000. Finally, the Exp (B)4 value 
for book value of equity to book value of total debt of 0.000 means that every 1 increase 
in book value of equity to book value of total debt will increase the chance of financial 
distress by 0.000. 

 
Table 1. Estimated Values of Logistic Regression Coefficients 

Variables in Equations B S.E. Wald df Sig. Exp(B) 

Net_Working_Capital_to_Total_Assets_X1 -583.358 13136.5 0.002 1 0.965 0 

Retained_Earning_to_Total_Assets_X2 -239.277 8307.85 0.001 1 0.977 0 

EBIT_to_Total_Assets_X3 -677.779 28132.7 0.001 1 0.981 0 

Book_Value_of_Equity_to_Book_Value_of_Total_D
ebt_X4 

-91.445 2273.94 0.002 1 0.968 0 

Constants 99.386 2083.03 0.002 1 0.962 1,00E+43 

 
A goodness of fit test is needed to ensure that there are no weaknesses in the 

conclusions of the logistic regression model obtained. To validate the model fit or 
goodness of fit test, the Hosmer and Lemeshow test is used where the hypothesis is Ho: 
There is no difference between the model and the data (model Fit) and Ha: There is a 
difference between the model and the data (model not Fit). A good logistic regression 
model is a model that is able to predict the observed values or a model that can be 
accepted because it fits the observation data (fit with data). If the Sig. value obtained is 
less than 0.05, then the null hypothesis (Ho) is rejected. Using the SPSS 21.0 program, 
the results of the Hosmer and Lemeshow test were obtained with a Sig. value obtained 
of 1,000 and greater than 0.05 so that in accordance with the hypothesis testing criteria, 
it is to accept Ho and reject Ha. This means that there is no difference between the 

model and the data, so the model can be said to be fit or in other words the model has 
been able to predict its observation values correctly. Overall Model Fit Test 

The Likelihood L test is conducted to determine whether the obtained logistic 
regression model fits overall (overall model fit), which means that there is no difference 
between the data and the observed model. In conducting the overall fit model test, a 
comparison is made between the Likelihood L value when the model only enters a 
constant value or -2 Log L at step 0 with the model after entering the independent 
variable or -2 Log L at step 1. If there is a decrease in the value of -2 Log L from step 
number 0 to step 1 (-2 Log L initial > -2 Log L final), it means that there is no difference 
between the data and the observed model, so that the overall model shows a good 
regression model. 

The R Square coefficient is a value that shows the magnitude of the contribution of 
the influence given by the independent variable to the dependent variable. The Cox & 
Snell R Square coefficient value can be interpreted like the R Square value in the linear 

regression model. Based on data processing using the SPSS program, the Cox & Snell R 
Square value obtained is 0.576 or 57.6%. These results indicate that simultaneously net 
working capital to total assets, retained earnings to total assets, EBIT to total assets, and 
book value of equity to book value of total debt contribute 57.6% to financial distress in 
the Consumer Goods Industry Listed on the Indonesia Stock Exchange for the period 
2020-2022, while the remaining 42.4% is the large contribution of influence given by 
other factors that were not studied. The following will be a partial logistic regression 
equation significance test using the Wald test (Wald statistic).  
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Table 2. Partial Hypothesis Test Results 

Variable B S.E. Wald df Sig. Exp(B) 

Net Working Capital to Total Assets (X1) -583.358 13136.5 0.002 1 0.965 0 

Retained Earnings to Total Assets (X2) -239.277 8307.85 0.001 1 0.977 0 

EBIT to Total Assets (X3) -677.77 28132.7 0.001 1 0.981 0 

Book Value of Equity to Book Value of 

Total Debt (X4) 
-91.445 2273.94 0.002 1 0.968 0 

Constants 99.386 2083.03 0.002 1 0.962 1,00E+43 

 
The Wald test (Wald statistic) is used to test the hypothesis partially as in the linear 

regression model. If the probability (sig) is greater than 0.05, then the independent 
variable does not have a significant effect on the dependent variable. If the probability 
(sig) is less than 0.05, then it can be said that the independent variable has a significant 
effect on the dependent variable. The table 2 of estimated values of the logistic 
regression coefficient presented in the table above (variables in the equation), it is known 
that the value of the logistic regression coefficient for net working capital to total assets 

is -583.358 with a negative sign, meaning that the higher the value of the company's net 
working capital to total assets, the lower the chance of financial distress in the company. 
The Sig. value obtained is 0.965 and is greater than 0.05, which indicates that partially 
net working capital to total assets does not have a significant effect on financial distress. 

The variable retained earnings to total assets has a logistic regression coefficient value 
of -239.277 and is negative, meaning that the higher the value of retained earnings to 
total assets, the lower the chance of financial distress in the company. The Sig. value 
obtained is 0.977 and is greater than 0.05, which indicates that partially retained 
earnings to total assets do not have a significant effect on financial distress. The EBIT to 
total assets variable has a logistic regression coefficient value of -677.770 and is negative, 
meaning that the higher the EBIT to total assets value, the lower the chance of financial 
distress in the company. The Sig. value obtained is 0.981 and is greater than 0.05, which 
indicates that partially EBIT to total assets does not have a significant effect on financial 
distress. 

The book value of equity to book value of total debt variable has a logistic regression 
coefficient value of -91.445 and is negative, meaning that the higher the book value of 
equity to book value of total debt value, the lower the chance of financial distress in the 
company. The Sig. value obtained is 0.968 and is greater than 0.05, which indicates that 
partially book value of equity to book value of total debt does not have a significant 
effect on financial distress. One part of logistic regression analysis is assessing the 
accuracy of model predictions. A regression model is said to be good if it has a fairly 
high prediction accuracy. The level of accuracy can be seen from the value of the 
agreement between the observation results and the prediction results. The following is a 
calculation of the level of prediction accuracy between observation data and prediction 
results produced through the logistic regression equation based on the analysis produced 
by SPSS. 

 
Table 3. Classification Matrix 

Observed 
Financial Distress_Y Percentage 

Correct Non-Financial Distress Financial Distress 

Financial Distress_Y  
Non-Financial Distress 127 0 100 

Financial Distress 0 23 100 

Overall Percentage   100 

 

The output table above, it can be seen that for the overall percentage value of 
accuracy, a percentage value of 100% is obtained, which shows the percentage of 
accuracy of the model in predicting the financial distress or non-financial distress 
category. 
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DISCUSSION 

In 3 years, it can be seen that the Net Working Capital to Total Assets in the 
Consumer Goods Industry Listed on the Indonesia Stock Exchange for the 2020-2022 
period tended to fluctuate. The average Net Working Capital To Total Assets in 2020 
was 0.259, then in 2021 it was 0.256, and in 2022 it was 0.272, with the highest Net 
Working Capital To Total Assets value reaching 0.78 in 2020, while the lowest value of 
-0.56 occurred in 2021. The Net Working Capital To Total Assets variable has a logistic 
regression coefficient of -583.358 with a negative sign, meaning that the higher the value 
of the company's net working capital to total assets, the lower the chance of financial 
distress in the company. The Sig. value. obtained is 0.965 and greater than 0.05 which 
shows that partially Net Working Capital to Total Assets does not have a significant 
effect on Financial Distress in Consumer Goods sub-sector companies on the Indonesia 
Stock Exchange. 

It can be concluded that financial difficulties that occur in companies are not 
determined by the high or low value of net working capital to total assets owned by the 

company. Because companies that have a high net working capital to total assets value 
are not necessarily free from bankruptcy and companies that have low net working 
capital to total assets are not necessarily bankrupt. The Effect of Retained Earning To 
Total Assets on Financial Distress The average Retained Earning To Total Assets in 
2020 was 0.21, then in 2021 it was 0.22, and in 2022 it was 0.23, with the highest 
retained earnings to total assets value reaching 0.93 in 2022, while the lowest value of -
1.01 occurred in 2021. 

The Retained Earning to Total Assets variable has a logistic regression coefficient 
value of -239.277 and is negative, meaning that the higher the Retained Earning To 
Total Assets value, the lower the chance of Financial Distress in the company. The Sig. 
value obtained is 0.977 and is greater than 0.05, which indicates that partially Retained 
Earning to Total Assets does not have a significant effect on Financial Distress in 
Consumer Goods Sub-Sector companies on the Indonesia Stock Exchange. Retained 
Earnings to Total Assets in the consumer goods industry tends to increase in the 2020-

2022 period. This indicates that it will result in a decrease in the chances of Financial 
Distress in companies that have Retained Earning to Total Assets. namely in several 
companies such as PT. Akasha Wira International Tbk, PT. Boston Furniture Industries 
Tbk, PT. Kedaung Indah Can Tbk, PT. Indonesian Tobacco Tbk. 

In 3 years, it can be seen that EBIT To Total Assets in the Consumer Goods Industry 
Listed on the Indonesia Stock Exchange for the 2020-2022 period tend to fluctuate. The 
average EBIT To Total Assets in 2020 was 0.08, then in 2021 it was 0.10, and in 2022 it 
was 0.09, with the highest EBIT To Total Assets value reaching 0.10 in 2021, while the 
lowest value of -0.34 occurred in 2022. The EBIT to total assets variable has a logistic 
regression coefficient value of -677.770 and is negative, meaning that the higher the 
EBIT To Total Assets value, the lower the chance of financial distress in the company. 
The Sig. value obtained is 0.981 and is greater than 0.05, which indicates that partially 
EBIT to total assets does not have a significant effect on financial distress in Consumer 
Goods Sub-Sector companies on the Indonesia Stock Exchange. This shows that the 

company does not have the profit to show the company's assets. According to Febriani 
and Amanah (2013), the Earnings Before Interest and Taxes/Total Asset ratio is used to 
measure a company's ability to generate profits from the assets used.  

In 3 years, it can be seen that the Book Value of Equity to Book Value of Total Debt 
in the Consumer Goods Industry Listed on the Indonesia Stock Exchange for the period 
2020-2022 tends to increase. The average Book Value Of Equity To Book Value Of 
Total Debt in 2020 was 0.07, then in 2021 it was 2.02, and in 2022 it was 2.11, with the 
highest Book Value Of Equity To Book Value Of Total Debt value reaching 8.25 in 
2021, while the lowest value of -0.34 occurred in 2020. The results of the Book Value of 
Equity to Book Value of Total Debt variable have a logistic regression coefficient value 
of -91.445 and are negative, meaning that the higher the Book Value of Equity to Book 
Value of Total Debt value, the lower the chance of Financial Distress in the company. 
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The Sig. value. obtained is 0.968 and greater than 0.05 which indicates that Partial Book 
Value of Equity to Book Value of Total Debt does not have a significant effect on 
Financial Distress in Consumer Goods Sub-Sector Companies on the Indonesia Stock 
Exchange. This shows that on average companies have the ability to meet obligations 
from the value of common shares. 

 

CONCLUSION 
Based on the data analysis and discussions presented in the previous chapter, several 

conclusions can be drawn regarding the impact of financial ratios on financial distress 
within the Consumer Goods Industry listed on the Indonesia Stock Exchange following 
the Covid-19 pandemic. Firstly, the net working capital to total assets ratio does not 
exhibit a significant influence on financial distress, indicating that variations in this ratio 
do not meaningfully affect a company's financial health in this sector. Similarly, the 
retained earnings to total assets ratio also demonstrates no significant effect on financial 
distress, suggesting that retained earnings alone are not a reliable predictor of a 

company's financial stability. Furthermore, the EBIT to total assets ratio fails to show a 
significant correlation with financial distress, reinforcing the idea that profitability 
metrics may not suffice in assessing financial risks in the industry. Lastly, the ratio of 
book value of equity to book value of total debt does not significantly impact financial 
distress either. In conclusion, the analysis reveals that none of the four financial ratios 
assessed contribute significantly to the financial distress condition in the Consumer 
Goods Industry in Indonesia post-pandemic, highlighting the need for further 
investigation into other factors that may influence financial health in this sector. 
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