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Abstract 

This study analyzes the influence of financial ratios and cash flows on financial distress conditions in retail companies listed on the 

Indonesia Stock Exchange (IDX) during the 2020–2024 period. The independent variables tested included Current Ratio (CR), Debt 

to Equity Ratio (DER), Return on Assets (ROA), and Cash Flow from Operations (CF), with Financial Distress (FD) measured using 

the Altman Z-Score. The method used is multiple linear regression. The research uses a quantitative approach with secondary data 

from the financial statements of retail companies listed on the IDX during 2020–2024. The sample was selected by purposive 

sampling based on the criterion of declining profits for two consecutive years. Financial distress is measured with the Altman Z-

Score. Data analysis uses multiple linear regression to test the influence of independent variables on financial distress. 

Multicollinearity, normality, and heteroscedasticity tests were performed to ensure the validity of the model. The results showed that 

CR, DER and CF had no significant effect on FD, only ROA had an effect on FD. These findings confirm the importance of managing 

financial ratios, especially on asset ratios, to reduce the risk of financial distress, which is a reference for managers and investors in 

financial decision-making. 
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1. Introduction* 

The success of a company in maintaining its operational continuity is highly dependent on the managerial ability to 

manage various financial aspects. One of the most significant challenges faced by companies is the risk of financial 

distress, which refers to situations in which companies experience difficulties in meeting their financial obligations, 

both short-term and long-term. In many cases, financial distress is often the initial phase before bankruptcy occurs 

(Glousa Lera Silanno, 2021). Financial distress is a critical condition experienced by companies when they experience 

significant difficulties in fulfilling their financial obligations, both short-term and long-term. This condition not only 

reflects liquidity problems, but also indicates a fundamental disruption in the company's financial structure that has the 

potential to lead to bankruptcy (Altman, 1968; Rahman et al., 2021)). 

Therefore, it is very important for managers, investors, and creditors to be able to predict the likelihood of financial 

distress as part of broader risk mitigation efforts. The risk of financial distress can arise due to various internal and 

external factors, including economic, political, and social factors. In the Indonesian stock market, which is quite affected 

by exchange rate fluctuations and commodity prices, predictions of financial distress are very relevant. In general, the 

analysis of a company's financial ratios and cash flow has proven to be an effective tool for monitoring the financial 

health of a company. The ratio of liquidity, solvency, and profitability provides an idea of a company's ability to survive 

over the long term, while cash flow reflects the extent to which a company can generate cash to meet its financial 

obligations (Oktaviani & Lisiantara, 2022; Wisnu & Astuti, 2023). The phenomenon of financial distress has become 

a major highlight, especially in the Indonesian retail sector which has experienced very volatile market dynamics over 
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the past few years. Changes in people's consumption patterns due to advances in digital technology have driven a shift 

in consumer behavior from conventional shopping to online shopping (e-commerce), forcing retail companies to adapt 

quickly to remain competitive, (Susanti et al., 2022). However, not all companies are able to adapt optimally, so many 

experience a decline in financial performance and enter the risk of financial distress. A clear example of this challenge 

can be seen in several large retail companies in Indonesia that are under heavy pressure, such as PT Matahari Putra 

Prima Tbk which has experienced a significant decline in revenue due to changes in consumer behavior and fierce 

competition with online platforms,  (Matahari.com, 2023). In addition, PT Ramayana Lestari Sentosa Tbk and PT 

Sumber Alfaria Trijaya Tbk (Alfamart) are also facing liquidity and performance pressures due to the impact of the 

pandemic as well as changes in consumer spending trends (Erta Darwati, 2025). These companies experienced a decline 

in profit margins, an increase in short-term debt, and a decline in cash flow that indicated a real risk of financial distress. 

These conditions indicate the need for a deep understanding of the factors that can predict financial distress in the retail 

sector, especially those related to the company's financial ratios and cash flows. Financial ratios, as an indicator of 

financial health, can provide an early signal of a company's condition, while cash flow indicates a company's ability to 

meet its liquidity needs in real terms (Eugene .F Brigham & Joel F. Houston, 2020; Jaafar et al., 2021). Therefore, 

research that focuses on the relationship between financial ratios, especially Current Ratio (CR), Debt to Equity Ratio 

(DER), Return on Assets (ROA) and cash flow from operating activities (CF) to financial distress in retail companies, 

is very important to provide strategic insights in facing existing challenges.  

Previous research by Setiyo Purwanto found that Current Ratio and Return on Asset have a significant effect on financial 

distress conditions, (Purwanto et al., 2023) according to Septyanto's research, but for ROA it has a insignificant effect 

on financial distress, (Septyanto et al., 2022), while research conducted by Aditya Mawardana stated that CR had no 

significant effect on FD, (Mawardana & Pohan, 2024). However, although many previous studies have revealed the 

relevance of financial ratios and cash flows in predicting financial distress, the application of prediction models in the 

dynamic Indonesian market with the latest data is still limited. Therefore, this study aims to fill this gap by analyzing 

the influence of Current Ratio (CR), Debt to Equity Ratio (DER), Return on Assets (ROA) and cash flow from operating 

activities (CF) in companies listed on the Indonesia Stock Exchange during the period 2020 to 2024, with the criteria 

of retail sector companies that have experienced consecutive profit declines for two years in that period. 

2. Literature Review  

Financial distress (FD) is a situation in which a company has difficulty fulfilling its financial obligations, both short-

term and long-term. This circumstance can have a significant impact on a company's performance and in some cases 

can lead to bankruptcy if not managed properly. Therefore, it is important to make predictions about the possibility of 

financial distress as a risk mitigation measure for managers, investors, and creditors (Pratama et al., 2022). Theories 

that are often applied in predicting financial distress include the theories of liquidity, solvency, and profitability 

integrated with the company's cash flow analysis (Ikatan Akuntan Indonesia (IAI), 2024) . 

Liquidity, especially the Current Ratio (CR), is related to the company's ability to meet its short-term obligations by 

utilizing its current assets. Ratios commonly used to measure liquidity are the current ratio and the quick ratio. 

Companies that show low liquidity ratios have a high potential to face financial distress, due to their inability to meet 

short-term obligations without having to rely on external financing,  (Fia Afriyani & Nurhayati, 2023; Tarighi et al., 

2022). Liquidity arises as a result of decisions taken by companies in the past related to funding from third parties, both 

in the form of assets and cash. These decisions can result in a series of future payments. Liquidity is a ratio used to 

analyze short-term financial positions and assist management in evaluating the efficiency of working capital in a 

company. The liquidity ratio describes a company's ability to meet short-term obligations. This ratio can serve as an 

information tool that supports companies in improving management. The importance of liquidity ratios for companies 

is especially felt when companies face difficulties in meeting short-term obligations, as this can lead to a decline in the 

company's value or a decrease in investor interest in investing. A high level of liquidity indicates that the company's 

performance is considered good and reduces the likelihood of financial distress, (Linares-Mustarós et al., 2018; Mahesh 

et al., 2025; Septyanto et al., 2022; Wijaya & Suhendah, 2023). So that H1 can be formulated, CR has a positive effect 

on FD. 

Solvency refers to a company's ability to meet its long-term obligations. The ratio used to measure solvency is the debt 

to equity ratio (DER), which describes the extent to which a company is financed by debt compared to its own capital. 

Companies with high DER tend to face greater risk of financial distress, due to their high dependence on external 

financing, (Karikari Amoa & Gyarteng, 2021; Kinanti, 2023; Widiyani, 2023). So that H2 can be formulated, DER has 

a positive effect on FD. 
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Profitability indicates how well a company can generate profits from the assets and equity it owns. (Kustyaningsih & 

Jefri, 2023; Saleem et al., 2020; Sethi et al., 2024; Susilowati et al., 2021). The ratios that are often used to measure 

profitability are return on assets (ROA) and return on equity (ROE). A decline in the profitability ratio can signal that 

the company is unable to generate enough profit to meet its financial obligations, potentially leading to financial 

hardship, (Ardi, 2023; Ferdiansyah & Widyarti, 2022; Mesak, 2019; Sherlina Theresa, 2022; Singh, 2022). So that H3 

can be formulated, ROA has a positive effect on FD. 

Cash Flow (CF) reflects a company's ability to generate cash from its operational activities. Positive cash flow indicates 

that the company has enough funds to meet its financial obligations, while negative cash flow indicates that the company 

may have to rely on external sources to meet its obligations, (Edward I. Altman et al., 2019; Liu & Jia, 2025; Seretidou 

et al., 2025); (Purwaningsih & Safitri, 2022; Sherlina Theresa, 2022; Wijaya & Suhendah, 2023). So that H4 can be 

formulated, CF has a positive effect on FD. Thus the conceptual framework of this research can be made as follows, as 

attached in Figure 1.  

 

Figure 1. Research Concept Framework 

3. Methods 

3.1. Research Methods 

This study uses a quantitative approach that focuses on secondary data analysis to examine the impact of financial ratios 

and cash flows on financial distress conditions in companies listed on the Indonesia Stock Exchange (IDX) in the period 

2020 to 2024. This approach was chosen because it provides an opportunity for researchers to access available and 

structured data, so that the analysis of the relationship between variables can be carried out more efficiently. The source 

of financial statement data is taken from the Indonesia Stock Exchange website : https://www.idx.co.id/  (Bursa Efek 

Indonesia, 2025)With the criteria of companies engaged in the retail sector that have experienced consecutive declines 

in profits for 2 years in the time period of 2020 - 2024 

3.2. Data Types and Sources 

In this study, secondary data was used as statistical data processing material. The data includes important information 

regarding the company's financial ratios and cash flows, annual reports published by each company and can be accessed 

through the Indonesia Stock Exchange (IDX) website. The use of secondary data in this study is particularly relevant, 

given that many previous studies have successfully applied similar approaches. By leveraging published annual reports, 

the study not only follows in the footsteps of previous research but also ensures that the data used is valid and 

trustworthy. 

3.3. Population and Sample 

The population in this study includes 32 retail companies listed on the Indonesia Stock Exchange during the period 

2020 to 2024, with the criteria of companies that have experienced a decrease in profits for 2 consecutive years and 

have complete financial statements in that period, and companies that are not in a suspended or delisting condition 

during the study period. Based on the criteria that have been set, as many as 20 retail companies were selected with 
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financial statement analysis data for 5 years from 2020 to 2024 to be 100 data sample. The selection with this criterion 

is very strategic, as it allows researchers to obtain relevant and representative samples.  

3.4. Research Variables 

In this study, there are two categories of variables identified: dependent variables and independent variables. The 

dependent variable is financial distress, which is measured using the Z-Score Altman or other bankruptcy prediction 

model. This Z-Score model combines several financial ratios to predict the likelihood of a company's bankruptcy, 

including liquidity, solvency, and profitability ratios  (Marsenne et al., 2024). Meanwhile, independent variables consist 

of financial ratios and cash flows. The financial ratios used in this study include liquidity ratios such as current ratio 

(CR), debt to equity ratio (DER), return on assets (ROA) and cash flow, represented by Cash Flow from Operations 

(CF), showing the company's ability to generate cash from its operations.  

3.5. Data Collection Techniques 

Data is collected through documentation studies, where the annual financial statements published by the company are 

used as the primary source of data. The data collection process involves downloading financial statements from the 

IDX's official website and the websites of each company. The use of secondary data from published financial statements 

has been widely applied in financial research, as has been done by (Glousa Lera Silanno, 2021) which analyzes the 

relationship between financial ratios and financial distress in companies on the Indonesia Stock Exchange.  

3.6. Data Analysis Methods 

Data analysis was carried out using descriptive statistical analysis and multiple linear regression to test the influence of 

financial ratios and cash flows on financial distress conditions. The analysis steps carried out include descriptive 

analysis to describe the characteristics of the overall data, such as averages, standard deviations, and value distribution 

for each variable. This provides an initial overview of the company's financial condition on the IDX during the research 

period. Furthermore, the multicollinearity test was performed to ensure that there was no high correlation between 

independent variables that could affect the accuracy of the regression model. This test is essential to ensure that the 

model built is valid and not affected by the problem of multicollinearity, (Glousa Lera Silanno, 2021). After that, 

multiple linear regression is used to test the simultaneous influence between financial ratios, cash flow, and financial 

distress. The regression model used is as follows. 

Y = β0 + β1X1 + β2X2 + β3X3 + ϵ 

Where Y is the financial distress condition, X1, X2, and X3 are the ratio of finance and cash flow, β0 is the constant, 

β1, β2, and β3 are the regression coefficients for each independent variable, and ε is the error term. Significance tests 

were also performed, where a t-statistical test was used to test the influence of each independent variable on financial 

distress, while an F-test was used to test the feasibility of the model as a whole. In addition, the coefficient of 

determination (R²) is used to measure the extent to which variations in dependent variables can be explained by 

independent variables included in the model. The high coefficient of determination indicates that the model can explain 

most of the variation in the data, which indicates that the analysis performed is relevant and reliable. 

To ensure valid and reliable results, several tests are performed, such as the normality test used to ensure data is 

distributed normally, which is one of the basic assumptions in linear regression. Heteroscedasticity tests are also 

performed to ensure that the error variance remains constant across the data, thus avoiding any bias in the regression 

results. This test is in accordance with the procedure described by (Glousa Lera Silanno, 2021), which states the 

importance of testing basic assumptions in regression analysis to obtain valid and unbiased results. By carrying out 

these tests, researchers strive to ensure that the results of the research are trustworthy and scientifically accountable. 



Hanafi et.al |  Quantitative Economics and Management Studies (QEMS), 2025, 6(4): 518–529 

522 

4. Result and Discussions 

4.1. Result 

4.1.1. Descriptive Test 

 Descriptive statistics are statistical analysis methods used to provide an overview or description of the data that has 

been collected. The main purpose of descriptive statistics is to summarize and organize data in a systematic manner so 

that it can be understood and interpreted more easily. Descriptive statistics function to present data concisely and clearly 

through measures such as mean, median, standard deviation, minimum, and maximum. The goal is to describe the 

general characteristics of the data being studied without making generalizations or drawing conclusions.      

Table 1. Descriptive Statistics Test 

 Mean Std. Deviation N 

CR 2.6260 4.50578 100 

DER 4.4519 20.17267 100 

ROA -.3485 1.77829 100 

CF 1108188.2534 1785798.49006 100 

Z Score -61.6303 227.98387 100 

 Source: SPSS data processing 

 Based on the results of the descriptive statistical analysis in Table 1, it can be seen that the average value of the CR 

variable (X1) is 2.6260 and the standard deviation is 4.5058. at the mean value of the variable DER (X2) of 4.4519 and 

the standard deviation value of 20.1727, then the average value of the variable ROA (X3) is -0.3485 and the standard 

deviation value is 1.7783. The mean value of the variable CF (X4) is 1108188.2534 and the standard value of the 

deviation is 1785798.4906. The average value of the variable Z Score (Y) is -61.6303 and the standard deviation value 

is 227.9839.  

4.1.2. Validity and Reliability Test 

The validity test is intended to test the research statistical data to measure the validity and reliability of the data, where 

the conditions are determined on nonparametric statistics, Cronbach's Alpha and Composite Reliability above 0.7. 

These results can be seen in Table 2. 

Table 2. Validity and Reliability Test Results 

 Cronbach's Alpha rho_A Composite Reliability Average Variance Extracted (AVE) 

CF 1.000 1.000 1.000 1.000 

CR 1.000 1.000 1.000 1.000 

DER 1.000 1.000 1.000 1.000 

ROA 1.000 1.000 1.000 1.000 

Z Score 1.000 1.000 1.000 1.000 

 Source: SmartPLS data processing 

 Based on the results of the validity and reliability test, it shows that the results of Cronbach's Alpha and Composite 

Reliability test  are above 0.7, so the data is declared valid and reliable. According to (Asfihan, 2021) There are several 

tests in data validity that include classical assumption tests to ensure that the regression model used meets the necessary 

assumptions.  

4.1.3. Normality Test 

Testing the normality of the data is an important assumption in statistical analysis, before performing hypothesis testing. 

This test uses the Kolmogorov-Smirnov method of unstandardized residuals. Where if the significance test result 

(Asymp. Sig. 2-tailed) > 0.05, it means that the data is distributed normally and can be forwarded to perform multiple 

linear regression tests for hypothesis tests. However, if Asymp. Sig. 2-tailed shows < 0.05 , which means that the data 

is not normally distributed, then the hypothesis test uses nonparametric statistics.  
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Table 3. Normality Test Results  

One-Sample Kolmogorov-Smirnov Test 

 Unstandardized Residual 

N 100 

Normal Parametersa,b Mean .0000000 

Std. Deviation 104.42915464 

Most Extreme Differences Absolute .305 

Positive .289 

Negative -.305 

Test Statistic .305 

Asymp. Sig. (2-tailed) .000c 

a. Test distribution is Normal. 

b. Calculated from data. 

c. Lilliefors Significance Correction. 

 Source: SPSS data processing 

Based on Table 3 The normality test using Kolmogorov-smirnov shows that Asymp. Sig. 2-tailed is 0.000, meaning 

that the data is not normally distributed. 

4.1.4. Hypothesis Test 

 Hypothesis testing aims to determine whether the research hypothesis will be accepted or rejected. Based on regression 

analysis, it can be seen in Figure 2 the hypothesis research test of the relationship between the research variables. 

 

 

Figure 2. Hypothesis Research Test 

The results of the hypothesis test can be seen in Table 4. 

Table 4. Hypothesis Test Results 

 Original Sample 

(O) 

Sample Mean 

(M) 

Standard Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|) 

P 

Values 

CR -> Z 

Score 
0.099 0.105 0.058 1.711 0.088 

DER -> Z 

Score 
0.028 0.042 0.040 0.702 0.483 

ROA -> Z 

Score 
0.860 0.839 0.164 5.233 0.000 

CF -> Z 

Score 
0.054 0.057 0.058 0.929 0.353 

Source: SmartPLS data processing 

Based on the results of the hypothesis test in Table 4, it serves to see the effect of the direct relationship of each 

independent variable on the dependent variable. If the sig value > 0.05 the hypothesis is rejected and if the significant 
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value is ≤ 0.05 then the hypothesis is accepted. The results of data processing with SmartPLS reveal the following; H1 

which states the direct influence of the Cash Ratio on Financial Distress, where the P value of 0.088 > 0.05 means, H1 

is rejected. H2 which states the direct influence of the Debt to Equity Ratio on Financial Distress, where the P value is 

0.483 > 0.05, meaning that H2 is rejected. H3 which states the direct influence of Return On Assets on Financial 

Distress, where the P value is 0.000 < 0.05, meaning that H3 is accepted. H4 which states the direct influence of Cash 

Flow on Financial Distress, P value of 0.353 > 0.05 means that H4 is rejected. 

4.1.5. Determination Test 

 R2 serves to measure how well the regression model explains the variation of dependent variables or in other words, 

R2 is an indicator of many independent variables, (Indartini & Mutmainah, 2024) If R2 measures the proportion of 

variance in the dependent variable (the variable that the regression model wants to predict or explain) can be explained 

by the regression model, that is, by the independent variables (predictors) included in the model. R2 provides an 

indication of how well the regression lines attached to the sample data are able to explain the variations that occur in 

the dependent variables. The value of R2 ranges from 0 to 1, where a higher value indicates that the proportion of 

variance in the model's predictable dependent variable is also larger, and vice versa. If R2 is a value of 1, this indicates 

that all variances in the dependent variables can be perfectly explained by the independent variables in the regression 

model. 

Table 5. Determination Test Results 

 R Square R Square Adjusted 

Z Score 0.790 0.781 

 Source: SmartPLS data processing 

Based on the results of the determination coefficient in table 5, it is explained that the value of the determination 

coefficient (R-Square) in this study is 0.79. This shows that the Z Score in the retail sector is influenced by the CR, 

DER, ROA, CF variables by 79% while the remaining 21% is influenced by other factors or variables that are not 

studied in this study.  

4.2. Discussion 

Based on the results of multiple linear regression analysis, it was found that only the ROA variable had a significant 

effect on financial distress, with a significance value (p-value) of 0.000 (<0.05). This shows that a company's 

profitability, as measured through ROA, has an important role in predicting financial distress conditions. The higher 

the ROA, the lower the risk of a company experiencing financial distress, which underscores the importance of effective 

asset management to maintain the financial health of retail companies in Indonesia.  

In contrast, the Current Ratio (CR), Debt to Equity Ratio (DER), and Cash Flow from Operations (CF) variables did 

not show a significant effect on financial distress (p-values of 0.088; 0.483; and 0.353 > 0.05, respectively). These 

findings indicate that liquidity (CR), capital structure (DER), and operating cash flow (CF) are not directly the main 

predictors of financial distress in the context of retail companies that experienced consecutive declines in profits during 

the study period. This may reflect that the profitability aspect is more dominant in determining financial distress risk 

compared to liquidity and leverage in the retail sector in Indonesia.  

The value of the determination coefficient (R²) of 0.79 showed that the model used was able to explain 79% of the 

variation in financial distress through the variables CR, DER, ROA, and CF, while the remaining 21% was influenced 

by other factors not analyzed in this study. This confirms that although ROA is the dominant variable, other factors 

outside of financial ratios and cash flow also affect the financial distress condition of retail companies. 

These results are in line with several previous studies that emphasize the importance of profitability as a key indicator 

of financial health and a predictor of financial distress (Karikari Amoa & Gyarteng, 2021; Purwanto et al., 2023; 

Sherlina Theresa, 2022), but in contrast to findings that show a significant influence of liquidity and leverage (Fia 

Afriyani & Nurhayati, 2023; Widiyani, 2023). This difference can be caused by the characteristics of the retail sector 

which is very dynamic and influenced by changes in consumer behavior and fluctuating macroeconomic conditions 

during the 2020-2024 period.  

In addition, the data normality test shows that the data is not normally distributed so analysis using non-parametric 
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methods needs to be considered for further validity of the results. However, the validity and reliability test of the data 

shows that the measurement instrument used is valid and reliable. In practical terms, these findings provide important 

implications for retail managers and investors in Indonesia to focus more on increasing profitability through efficient 

asset management as a key strategy in reducing the risk of financial distress. Meanwhile, liquidity management and 

capital structure need to be considered, but it is not the main focus in predicting financial distress based on the results 

of this study. 

5. Conclusions 

This study examines the effect of financial ratios and cash flows on financial distress conditions in retail companies 

listed on the Indonesia Stock Exchange (IDX) during the 2020-2024 period. The variables analyzed included Current 

Ratio (CR), Debt to Equity Ratio (DER), Return on Assets (ROA), and Cash Flow from Operations (CF), with financial 

distress measured using the Altman Z-Score as the main indicator. Based on the results of multiple linear regression 

analysis, only Return on Assets (ROA) was proven to have a significant influence on financial distress conditions with 

a significance value (p-value) of 0.000 (<0.05). These findings confirm that the company's profitability, especially the 

company's ability to generate profits from its assets, is a key factor in reducing the risk of financial distress in retail 

companies in Indonesia. On the other hand, the variables Current Ratio (CR), Debt to Equity Ratio (DER), and Cash 

Flow from Operations (CF) did not show a significant influence on financial distress, with a p-value of 0.088 each; 

0,483; and 0.353 (>0.05). This indicates that liquidity, capital structure, and operating cash flow are not the main 

predictors of financial distress in the context of retail companies that experienced consecutive declines in profits during 

the study period. 

A determination coefficient (R²) of 0.79 showed that the model used was able to explain 79% of the variation in financial 

distress through the CR, DER, ROA, and CF variables, while the remaining 21% was influenced by other factors not 

analyzed in this study. Thus, although ROA is the dominant variable, there are other external or internal variables that 

also affect the financial distress conditions of retail companies. 

This research makes an important empirical contribution in the context of Indonesia's dynamic capital market, 

especially in the retail sector which is facing changing consumer behaviour and competitive pressures from e-

commerce. The practical implication of the results of this study is the need for managerial focus on increasing 

profitability through effective asset management as the main strategy to mitigate the risk of financial distress. 

Meanwhile, liquidity and leverage management needs to be considered, but it is not the main focus in predicting 

financial distress based on the data and period analyzed. 

Overall, this study confirms that Return on Assets (ROA) is the most significant indicator in predicting financial distress 

in retail companies on the IDX during 2020-2024, while the Current Ratio (CR), Debt to Equity Ratio (DER), and Cash 

Flow from Operations (CF) do not have a significant influence. These findings provide a basis for more appropriate 

managerial and investment decision-making and add to the literature related to predictions of financial distress in the 

Indonesian capital market. 

5.1. Research Limitations 

This study has several limitations that need to be considered in the interpretation of the results and the application of 

the findings. First, the research only focuses on companies engaged in the retail sector listed on the Indonesia Stock 

Exchange (IDX) during the period 2020 to 2024. Thus, the results of this study cannot be generalized directly to other 

industrial sectors or companies that are not listed on the IDX. Second, the research sample was selected using purposive 

sampling with the criteria of companies that experienced consecutive profit declines for two years in the research period. 

This approach limits the scope of the study to only companies that have already shown symptoms of declining financial 

performance, so it does not include companies with stable or improving financial conditions. This can affect the 

generalization of results to the overall retail company population. Third, the financial distress variable was measured 

using the Altman Z-Score as a single indicator. Although the Altman Z-Score is a widely used and valid model for 

predicting financial distress, the use of a single model can limit a more comprehensive understanding of financial 

distress conditions that may be influenced by other variables or different prediction models. Fourth, this study uses 

secondary data in the form of annual financial statements published by the company and accessed through the IDX's 

official website. The use of secondary data relies on the accuracy and disclosure of information provided by the 

company, so the potential for bias or incompleteness of the data cannot be completely eliminated. Fifth, the results of 

the normality test show that the data is not normally distributed so the multiple linear regression analysis used may face 



Hanafi et.al |  Quantitative Economics and Management Studies (QEMS), 2025, 6(4): 518–529 

526 

limitations in meeting classical statistical assumptions. This study did not perform a follow-up analysis with non-

parametric methods that could be more appropriate for abnormal data. Sixth, the regression model used only included 

the variables Current Ratio (CR), Debt to Equity Ratio (DER), Return on Assets (ROA), and Cash Flow from 

Operations (CF) as independent variables. Other factors that have the potential to affect financial distress, such as 

macroeconomic conditions, risk management, or other non-financial aspects were not analyzed in this study. 

Considering these limitations, the results of this study need to be interpreted with caution and it is recommended to 

conduct further research with a wider scope, the use of diverse prediction models, and consider additional relevant 

variables to gain a more comprehensive understanding of financial distress in retail companies in Indonesia. 

5.2. Research Findings 

The independent variables tested included Current Ratio (CR), Debt to Equity Ratio (DER), Return on Assets (ROA), 

and Cash Flow from Operations (CF), while financial distress was measured using the Altman Z-Score as a dependent 

variable. Based on descriptive statistical analysis, the average value of Current Ratio (CR) is 2.6260 with a standard 

deviation of 4.5058, the average Debt to Equity Ratio (DER) is 4.4519 with a standard deviation of 20.1727, the average 

Return on Assets (ROA) is negative is -0.3485 with a standard deviation of 1.7783, and Cash Flow (CF) from average 

operations is 1,108,188 with a standard deviation of 1,785,798. The average value of the Altman Z-Score as an indicator 

of financial distress is -61.6303 with a standard deviation of 227.9839, indicating that there are quite varied financial 

distress conditions in the company sample. 

The results of the validity and reliability test showed that all variables had Cronbach's Alpha and Composite Reliability 

values above 0.7, so the data was declared valid and reliable for further analysis. 

The normality test using Kolmogorov-Smirnov indicated that the data was not normally distributed Asymp. Sig. 2-

tailed = 0,000 (<0,05), so hypothesis testing used a non-parametric approach or with caution in the interpretation of 

multiple linear regression results. The results of the hypothesis test with multiple linear regression showed that only the 

Return on Assets (ROA) variable had a significant effect on financial distress conditions with a p-value of 0.000 (<0.05). 

This indicates that company profitability as measured through ROA is the main factor that can predict the risk of 

financial distress in retail companies on the IDX. The higher the ROA, the less likely the company is to experience 

financial distress. 

On the other hand, the Current Ratio (CR) variable with a p-value of 0.088, Debt to Equity Ratio (DER) with a p-value 

of 0.483, and Cash Flow from Operations (CF) with a p-value of 0.353 did not show a significant influence on financial 

distress. These findings indicate that liquidity, capital structure, and operating cash flow are not the main predictors of 

financial distress in the context of retail companies that experienced consecutive declines in profits during the study 

period. A determination coefficient (R²) of 0.79 indicates that the variables CR, DER, ROA, and CF together are able 

to explain 79% of the variation in financial distress in retail companies, while the remaining 21% are influenced by 

other factors not analyzed in this study. 

Overall, the results of the study confirm the importance of profitability management through effective asset 

management as the main strategy in reducing the risk of financial distress. Meanwhile, liquidity management and capital 

structure need to be considered, but it is not the main focus in predicting financial distress based on the data and period 

analyzed. 

These findings provide an empirical contribution in the context of Indonesia's dynamic capital market, particularly in 

the retail sector which faces competitive pressures and changes in consumer behavior due to advances in digital 

technology and the pandemic. This study also fills the gap in the literature by providing the latest evidence on the 

financial variables that are most influential in predicting financial distress in retail companies in Indonesia. 
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