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This study aims to measure the effect of leverage, current ratio, Operating expenses Operating income (OEOQI), firm size, and
sales growth on financial distress in Transportation Equipment Industry listed on the Indonesian stock exchange for the period
2018 to 2021. The analytical method used in this study is multiple regression analysis using the SPSS version 23. The results of
this study provide an explanation of Leverage and Sales Growth partially having a negative effect, Current Assets, Operating
expenses Operating income , and Firm Size. and a partial positive effect on financial distress. dependent financial distress can be
explained by the independent variables (leverage, current ratio, OEOI, Firm size, and Sales growth) of 50.5 percent while 49.5
percent is influenced by other variables from this study.

Keywords: Leverage,current ratio,operating expensese/income,firm size,sales growth and financial distress

1. Introduction

The third week of January 2020,Covid-19 simultaneously attacked several countries in Asia, America, Europe, Australia, and
Africa. As a result of the Covid-19 pandemic, economic activity has weakened and has changed the economic system
throughout the country. The impact of the Covid-19 virus pandemic was also felt by several large companies in Indonesia,
where the financial services authority (OJK) mapped several sectors that became potential losers and winners due to the
Covid-19 pandemic. According to (Gusmiari, Desnirita, 2020) Earnings management can be viewed from several factors
related to managers' motivation in managing earnings. One of these factors is Financial Distress. Companies that experience
funding constraints (financial distress) tend to carry out earnings management always to provide the right signals in
investors' eyes, and earnings management behavior increases with the increase in company financial distress. According
to,(Nuraini et al., 2021), A company is a default, financially distressed, or bankrupt when the financial ratio indicators are
known, as reinforced by a previous study. Therefore, when using non-financial variables as independent, an intermediate
variable is needed to determine the bankruptcy probability. According to (Susdaryo et al., 2021), A company can be
categorized as experiencing financial distress if the company has a performance that shows negative net income. if
company experiences financial distress, the operating conditions of the firmdeteriorate thus leading to heavy financial
burden on the firm resulting to Financial distress. According to,(Walela et al., 2022) Financial distress are circumstances
that leads to firms being unable to fulfill their credit obligations to creditors and may result in bankruptcy, distress situations
have been observed all over the world across continents hence emphasizing distress as a global problem. When firms are
faced with distress situations, the immediate effect is on the firms’ operations. Factors that contribute to distress situations
in firms have been identified and are varied on a wide scale. Firm size is one such factor among others including profitability,
liquidity, leverage etc . Various studies across the globe have identified factors that contribute to distress ranging from
managerial, operational exprnses, firm size , sales growth and risk levels exposed to by the firm. According to,(Nadiya
Nafisamuna & Nurfauziah, 2022) Financial distress is a condition when the company's equilibrium cannot be achieved in
the current situation. One of the characteristics of a company experiencing financial distress is when the company
experiences liquidity cannot fulfill its obligations to the bank. The financial distress model helps companies detect financial
failures before bankruptcy occurs. The research was conducted by measuring and viewing the company's financial
statements. Therefore, the company's accounting information must also be complete.According to (Indriaty et al., 2019)
Current ratio is a liquidity ratio that measures the ability of an entity to pay short-term liabilities. When the current ratio is
low, it will have an impact on cash flow so that to cover regional operational costs, a larger number of short-term loans is
needed and will affect financial distress. the current ratio as a ratio that measures the ability of local governments to
maintain financial position. This is because the current ratio that’s very high and very low indicates financial operational
problems. prove that liquidity ratios have a significant effect in determining a company's financial distress. According to
(Sunaryo, 2021), The liquidity ratio that will be used in this research is Current Ratio, the value of Current Ratio describes
the company's ability to pay short-term debt using current assets. The high and low value of the current ratio shows the
liquidity of the company in its ability to pay its short-term debt obligations. This ratio is used by prospective creditors to
determine whether or not to provide short-term loans to companies. In addition to analyzing liquidity ratios, analyzing
leverage ratios is also necessary to determine financial difficulties experienced by a company. According to (Ferdiansyah &
Widyarti, 2022),The lower the OEOI value, the more efficient the operations of the bank.Meanwhile, a high BOPO value
indicates that the use of resources managed by the bank is less efficient, so that it will increase the operational costs that
must be borne and cause operational activities to not run properly, this will hinder the optimal income gain by bank
operational activities . A high OEOI value will cause operational expenses to swell, so that banks must incur more costs to



carry out their operational activities. This can cause banks to experience Financial Distress risk if the costs required to carry
out operational activities are too high. According to,(Rianti & Yadiati, 2018) Firm size (the size of the company) illustrates
the size of the total assets owned by a company. Firm size is the size of the company. The bigger the company access to
funds will be more easily so that the agency costs will be even greater. Using the total assets in determining firm size by
proxy natural logarithm of total assets. Large companies generally have better access to capital markets and it is easier to
increase the funds with lower costs and fewer constraints than the smaller companies, this shows that reliance on internal
funds will decrease with the increasing size of the company. Companies that have high asset indicates that the company
has reached a stage. According to,(Setyawati & Amelia, 2018), Leverage, profitability, activity ratio, market va- lue ratio,
firm size, firm age or macroeconomic variables such as economic growth, exchange rate, stock exchange index, have not
been used as variables to predict financial distress. These variables can be used for further research.a company is said to
be successful in carrying out its marketing and product sales strategy if the company's sales growth has increased.This study
aims to find empirical evidence that: Leverage, Current ratio, Operating Expenses Operating Income (OEOI), and company
growth affect financial distress.

2. Literature Review

2.1 The Financial Statement Analysis

According to (Normiati & Amalia, 2021), According to the definition set forth in Statement of Financial Accounting Standards
(PSAK) No. 1, that financial statements are a structured presentation of the financial performance and financial position of an
entity. Financial reports can be a source of information that can be useful in making decisions about investment and funding. As
stated in Statement of Financial Accounting Standards (PSAK) No. 1 that the purpose of the financial statements is to provide
information related to the financial position, performance and cash flow of the company that can be used in making economic
decisions for its users. ,Financial statement analysis needs to be done carefully by using the right methods and techniques to be
able to produce the right decisions. The financial performance of a company is very beneficial for various parties (stakeholders).
Financial statement analysis consists of two words, namely Analysis and Financial Statements. So it can be concluded that the
analysis of financial statements is to describe the financial statements which involve the balance sheet and profit and loss to
obtain information on the financial condition of a company more deeply which is very important in producing the right
decision.Quality of Education Services.

2.2 Financial statements

According to,(Kazemian et al., 2017), Financial statements are a tool for testing a company to find out where the financial
position of a company is, but financial statements are not only a testing tool but also financial statements have a role in helping
interested parties in making decisions. So the importance of financial statements for companies is because financial statements
function as a tool to determine the financial position of a company and the results that have been achieved by a company.
According to,(Rachma Sari et al., 2022) financial statements are information that describes the financial condition of a company,
where the information can be used as a description of the financial performance of a company, and the purpose of financial
statements is to provide information to parties in need about the condition of a company from the point of view of figures in
monetary units. Meanwhile, the objectives of financial statements according to Financial Accounting Standards (PSAK) are as
follows: to provide information regarding the financial position, performance, and changes in the financial position of a company
that is useful for a large number of users in making economic decisions, meeting the common needs of most users. However,
users may need to make economic decisions because they generally reflect the financial effects of past events and are not
required to provide non-financial information, as management is accountable for the resources entrusted to it. Users who want
to assess what has been done or the responsibility of management do so so that they can make economic decisions.. According
to (Kazemian et al.,, 2017), In analyzing the financial statement, financial ratios are an important tool to evaluate a
company’sperformance to find out the financial status of the company. Financial ratios are useful indicators to evaluate a firm's
performance and financial situation. Profitability, liquidity and solvency, as well as the efficiency of management are important
in determining corporate financial distresses as well as in the design and implementation of financial policies and investment.
This is also supported by the researchers’ view that financial ratios measuring size, liquidity, profitability, and leverage are likely
to be important determinants of financial distress besides institutional and corporate governance factors.

B¢3 Financial Ratio
BZcording to (Normiati & Amalia, 2021) Analysis using financial ratios (financial ratios) is one of the most frequently used
8Balyzes in predicting financial distress. ,this became an interesting topic after the discovery of a formula to facilitate company
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and become bank- ruptcy prediction models. Financial ratios are important in analyzing companie,s and which improves
companies through application practices. According to (Rianti & Yadiati, 2018), Financial Ratio Analysis To Predict Financial
Distress Company concluded the most influence on the ratio of financial distress is the current ratio, net profit margin, net
income growth has the result that cash flow does not have a strong influence on the financial distress, which examined the
financial ratio analysis to financial distress.

2.4 Leverage Ratio

According to (Hidayat, 2017). Leverage is the ratio used to measure the extent of the companies’ assets financed by their debt
(how much the debt burden the companies against its assets) or this ratio is to measure the companies’ ability to pay all of their
short and long term obligations (total debt/total assets), while in practice, to cover the shortage of the funding needs, the
companies have several choices of funds sources that can be used, one source of the funds used are loan capital (debt), relatively
unlimited amount of loan capital, and motivate management to work harder and more creative because they are burdened to
fulfill their obligations. According to (Kazemian et al., 2017) Companies that have higher leverage may have a higher risk of
bankruptcy, if they do not make payments on their external financing to their creditors. If the company wants to take out another
loan, the lender will take some measurements of whether the company has too much debt and ask the company to keep its
debt within reasonable limits. According to (Anue Kuraesin,Sussy Susanti, 2021), the leverage ratio is a ratio used to measure
the extent to which a company's assets are financed by debt. This ratio can be calculated based on information from the balance
sheet, namely in the items of assets and items of debt. Companies that have a higher level of debt are more likely to experience
financial distress or bankruptcy than companies that have less debt. In this study, the leverage ratio is measured by debt to total
assets. This ratio shows some of the assets used to guarantee debt. The DER formula, according to,(Kazemian et al., 2017) is as
Table 1.0.

2.5 Current Ratio

According to(Indriaty et al., 2019), Current ratio (CR) is a liquidity ratio that measures the ability of an entity to pay short-term
liabilities. When the current ratio is low, it will have an impact on cash flow so that to cover regional operational costs, a larger
number of short-term loans is needed and will affect financial distress. Assessed the current ratio as a ratio that measures the
ability of local governments to maintain financial position. This is because the current ratio that’s very high and very low indicates
financial operational problems. Prove that liquidity ratios have a significant effect in determining a company's financial distress..
According to (Lumbantobing, 2020), Debt ratio expresses how much the company's assets are financed by debt. This variable
was proxied by debt to asset ratio (DAR). Liquidity ratio expresses a ratio that indicates a company's ability to meet its obligations
or pay its short-term debt. This variable was proxied by current asset ratio (CR) which is the ratio of total current assets to total
current liabilities. Earning ratio describes ability to generate profit from its normal business activities. The ratio measured the
ratio of earning after tax to total assets (ROA). Activity ratio measures the effectiveness and efficiency of companies in utilizing
existing resources. The ratio was proxied by ratio of sales to total assets (TATO)The formula used to find the current ratio (CR)
is as follows, according to (Lumbantobing, 2020), is as Table 1.0.

2.6 Operating Expenses Operating Income (OEOI)

Acording to,(Ferdiansyah & Widyarti, 2022), The lower the OEOI value, the more efficient the operations of the bank.
Meanwhile, a high OEOI value indicates that the use of resources managed by the bank is less efficient, so that it will increase
the operational costs that must be borne and cause operational activities to not run properly, this will hinder the optimal income
gain by bank operational activities. Acording to (Rifansa & Pulungan, 2022) Operating expenses to operating income is a
company's profitability ratio that compares operating expenses with operating income, the higher the operating expenses, the
less good the company's management is. Operating costs are costs incurred by banks in carrying out their main business
activities such as interest costs, marketing costs, labor costs, and other operating costs. Operating income is the bank's main
income, namely income derived from placement of funds in the form of credit and other operating income. Acording to,(Widana
et al., 2021), OEOI is the ratio between Operational Costs and Variable Operating Income. According to the Bank Indonesia
Codification Regulation (2014) operational efficiency is measured by OEOI with a maximum limit of 93.52%. According
to,(Ferdiansyah & Widyarti, 2022) is as Table 1.0.

2.7 Firm size

According to (Imasuen et al., 2022), that there are diverse constructs of firm size, this study measured firm size as the natural
logarithm of total assets at fiscal year-end. According to (Rianti & Yadiati, 2018),firm size (the size of the company) illustrates
the size of the total assets owned by a company. Firm size is the size of the company. The bigger the company access to funds
will be more easily so that the agency costs will be even greater. Using the total assets in determining firm size by proxy natural



logarithm of total assets. Large companies generally have better access to capital markets and it is easier to increase the funds
with lower costs and fewer constraints than the smaller companies, this shows that reliance on internal funds will decrease with
the increasing size of the company. According to (Sunaryo, 2021),the size of the company can be seen fron19the total assets
owned by the company, the size of the company is the number and type of production capacity and capabilities of the company
or the number and type of services that can be provided by the company simultaneously to its customers, Company size can be
measured by the formula,(Rianti & Yadiati, 2018) is as Table 1.0.

2.8 Sales Growth

According to According to (Normiati & Amalia, 2021), Sales growth is a reflection of a company's ability to increase sales over
time. By knowing how much sales growth, the company will be able to predict how much profit will be obtained. According to
(Wangsih et al., 2021),Sales growth is a ratio used to measure how stable sales are and how successful the company is, from
one period to the next period. Every company definitely wants to maintain and increase its sales from year to year and the
company continues to run because of the increasing sales growth, the better prospects they have. otherwise, if the company's
sales growth decreases, the greater the potential for the company to get into financial distress. According.(Ratu Liviani. Yoga T
R, 2021),Sales growth is a ratio that illustrates the achievement of sales growth from year to year. Sales growth in this researcher
is measured using the ratio of sales growth. Growth ratio is a ratio that illustrates the enterprise's skill to manage economic
position amid economic growth and business sectors. According to (Afrianti et al., 2022),Sales growth or sales growth is one of
the growth ratios that is useful for measuring the company's sales performance and as an indicator that can show the
development of a company's sales level from period to period.

2.9 Financial distress.

According to (Kanoujiya et al., 2022), Financial distress (FD) is an issue that needs specialized attention because of its probable
consequences. Such consequences span all the areas of society, which may adversely affect all the firm’s stakeholders, including
society and the environment. Financial distress may not always culminate into bankruptcy, but stress beyond a threshold is
always deleterious for the firms. According to (Mashudi et al., 2021) Financial distress is the possibility of a company going
bankrupt, where it depends on the level of asset liquidity with the availability of credit. Financial distress is a condition in which
the company's finances are in a crisis or unhealthy state. If the company is already in financial distress, management must be
careful because it could enter the bankruptcy stage. According to (Nadiya Nafisamuna & Nurfauziah, 2022),Financial distress is
a condition when the company's equilibrium cannot be achieved in the current situation One of the characteristics of a company
experiencing financial distress is when the company experiences liquidity cannot fulfill its obligations to the bank. The financial
distress model helps companies detect financial failures before bankruptcy occurs. The research was conducted by measuring
and viewing the company's financial statements. Therefore, the company's accounting information must also be complete.
Variables that affect financial distress are liquidity, leverage, and profitability.According to,(Kurniawati, 2017) financial distress
is a situation when a company is unable to fulfill its obligations. Measurement of financial distress in this study uses the Altman
model (Z-Score), is as Table 1.0.

The assessment criteria used in the Revised Altman method are,

If the Z Score smaller 1.81 is included in the criteria for the bankrupt company.

If the value 1.81 smaller Z-Score smaller 2.9 is included in the criteria for the gray area company.

If Z-Score value bigger 2.9 is included in the criteria for the company not to go bankrupt.

Table 1.0.
Description of Research Variables
No Variable Measurement Notation
Total Debt
1 |Leverage | e LEV
Total Equity

Current Asset
2 |[Currentrato | e CR
Current Liability

56
57 - - -
3 [Operting Expenses,Operating Operating Expenses
gg Income X 100% OEOI
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4 |Firm Size Firm Size = Ln(total asset) FS

Sales — Sales t-1
5 [SalesGrowth | X 100% SG
Sales t-1

6 |Financial distress. 0,717 (X1) + 0,847 (X2) + 3,108 (X3) + 0,42 (X4) + 0,988 (X5) Z-Score
Information :

Z-Score = bankruptcy index

X1 = working capital / total asset

X2 = retained earnings / total asset

X3 = earning before interest and tax / total asset

X4 = book value of equity / book value of total debt
X5 = sales / total asset

Source: Journal articles, 2014-2020

Hypothesis

Leverage affects to financial distress

According to,(Subiyanto & Siagian, 2022), The results study indicate that the existence of leverage can strengthen the effect
of profitability in predicting financial distress. These results indicate that the existence of good leverage can affect the company's
profitability. Bad leverage in the company can cause high cost of capital which in turn affects the company's financial condition.
The company's ability to pay its obligations or debts can be described by its asset ratio where the lower the DAR ratio, the better
the company's ability to pay its obligations. According to (Wangsih et al.,, 2021) ,The results of hypothesis testing on the
independent variable leverage shows a significance smaller than 0.05, which states that leverage partially has an effect on
financial. According to,(Giarto & Fachrurrozie, 2020), Leverage is able to have a positive significant ef- fect on financial distress.
The result of this study is in line with pecking order theory which states that a decli- ne in the value of a company is due to high
leverage which results in a greater risk company suffering finan- cial difficulties. Assets smaller than the debt owned by the
company shows that most of the company’s activities are financed by debt. High funding through debt that is not accompanied
by an increase in income will make the company having trouble in paying debt and interest. Thus, the higher the leverage, the
greater the risk of the company’s inability to pay off debt so that the company will get closer to difficult financial conditions.
According to (Waqas & Md-Rus, 2018), This study has used leverage ratios to predict financial distress. Results show that total
equity to total liabilities (TETL) and working capital to long-term debt (WCLD) ratios are insignificant in predicting financial
distress while total liabilities to total assets (TLTA) ratio is significant with a positive coefficient sign. Results further reveal that
interest coverage ratio (INTC) has a significantly negative relationship with financial distress. This negative relationship illustrates
that a firm with the ability to service its interest payments can reduce the probability of financial distress.

H1: Leverage has an effect on Financial distress

Current Ratio affects to financial distress

According to, (Normiati & Amalia, 2021),the test shows that the probability value of the current ratio is smaller 0.05, which
means that the liquidity ratio as measured by the current ratio has a significant positive effect on the prediction of financial
distress. These results indicate that there is a directly proportional relationship between the independent variable and the
dependent variable. This means that the greater the company's ability to finance debt, the greater the possibility of financial
distress. According to (Indriaty et al., 2019), Research study proves that the financial ratios of the financial statement is able to
predict the financial distress and based on test results from the logistic regression model of research that indicates that the
variable Current Ratio affect the financial distress. According to (Sunaryo, 2021), Based on the of the research results that have,
it can be concluded that, Current Ratio partially has a significant effect on Financial Distress. According to,(Mashudi et al.,
2021),the current liquidity ratio significantly impacts the financial difficulties of infrastructure, utilities, and transportation
companies listed on the Indonesian Stock Exchange.

H2: Current Ratio has an effect on Financial distress

Operating Expenses Operating Income (OEOI) affect to financial distress

According to (Ferdiansyah & Widyarti, 2022). research OEOI has a significance level which is more than 0.05. This shows that
OEOI does not have a significant effect on Financial Distress. According to (Asyikin et al., 2018) Based on researsh it can be seen
that thevalue The significance value of 0.009 is smaller than the significance, so it can be concluded, namely the operational



cost variable to operating income (OEOI) has a significant effect on financial distress. The higher OEOIl increases financial distress.
The OEOI variable which has a positive (+) indicates that an increase in OEOI has resulted in sharia commercial banks tending to
experience financial distress. According to (Suidarma et al., 2022) Based on the results of the study, the significér\ce of the value
of workload on operating profit (OEOI) is less than 0.05. So it can be concluded that the variable running fee on working profit
(OEOI) has an effective effect on monetary distress.

H3: OEOI has an effect on financial distress

Effect of Firm size affect to financial distress

According to (Sunaryo, 2021). The results of the research on the effect of company size on financial distress have an effect
because the sig value is obtained. smaller than 0.05. According to,(Rianti & Yadiati, 2018), Based on the results of research that
has been done, conclude that company size has an effect, but not significant on financial distress. According to (Wangsih et al.,
2021), that the size of the company which has a significance value of less than 0.05, indicates that partially the size of the
company has a significant and negative effect on financial distress in retail trading sub-sector companies listed on the Indonesia
Stock Exchange. According to (Susdaryo et al., 2021) in this study states that the company size variable has a negative effect on
financial difficulties. Based on the results of regression analysis, the firm size variable does not show a significant effect on the
financial distress variable. According to the,(Liahmad et al., 2021) study, the results show that the significance value of the size
companies to financial distress where the significance value is less than 0.05, it means that the company size variable has an
effect and is significant on financial distress.

H4: Firm size has an effect on financial distress

Effect of sales growth affect to financial distress

According to (Putri, 2021), based on the test results show that the sales growth variable has a significance value that is smaller
than the 0.05 significance value, so it can be concluded that sales growth has a negative effect on financial distress. This means
that the higher the sales growth rate of a company, the lower the company's tendency to experience financial distress. According
to (Giarto & Fachrurrozie, 2020), the results of the study stated that sales growth was not able to affect financial distress.The
results of this study are not in accordance with signaling theory, the company's management measures can provide guidelines
for investors to see the company's opportunities in the future. Companies with increased sales will give a positive signal to
potential investors that they have good performance and opportunities in the future. So that it can be considered by investors
to decide to invest their funds in the company. According to (Wangsih et al., 2021), the results of hypothesis testing on the
independent variable company size show a significance value that is smaller than 0.05. Stating that the size of the company
partially affects financial distress. According to (Wangsih et al., 2021), the results of the Sales Growth hypothesis, which has a
significance value greater than 0.05, indicate that sales growth has no effect on financial distress in retail trading sub-sector
companies listed on the Indonesia Stock Exchange.

H5: Sales growth has an effect on financial distress.

Research Method

Research design

Research design is a process needed by researchers to solve research problems (compilation, implementation, and report
writing). This research is an activation process that aims to find out something carefully, and critically and look for facts using
certain methods. The nature of this research is quantitative research. Quantitative research is often defined as a research model
based on the philosophy of positivism, used to research a particular population or sample. Researchers take the nature of
quantitative research in this study, the data to be processed in the study is financial statements in the form of numbers. The
data used in this study is time-series data for the period from 2018 to 2020 from the annual reports of transportation equipment
Industry listed on the IDX.

Population and Sample

The population in this study was 28 transportation Equipment Industry listed on the Indonesia Stock Exchange. Based on the
sample criteria needed and used in this study, there were 15 samples of transportation Equipment Industry that could be used
as samples in this study, namely:
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Table 1.1
Classic assumption test

Uji Normalitas One-Sample Kolmogorov-Smirnov Test Asymp. Sig. (2-tailed) ;
0.200
Uji Multikolinearitas Variable Tolerance VIF
Coefficient 0,745 1,342
Leverage 0,450 2,221
Current Ratio 0,963 1,039
OEOI 0,323 3,039
Firm Size 0,523 1.912

Sales Growth

Uji Heteroskedastisitas Correlation is significant at : 0.01 level
(2-tailed). 0.01 level (2-tailed) :
0.065
Uji Outocorellation Test Durbin Watson 1,651

Source: IBM SPSS Statistics 23 (data processed)

Normality Test Results

A normal distribution test is a test to measure whether our data has a normal distribution so that it can be used in parametric
statistics. The following are the results of the research normality test, The results based on Figure 1.1 Based on the results of
the normality test with: One-Sample Kolmogorov-Smirnov Test shows the Asymp value. Sig. (2-tailed) ; 0.200, while the data
normality requirements if the Sig is more than 0.05, so that the data is declared normally distributed.

Multicollinearity Test

The multicollinearity test aims to test whether the regression model found a correlation between the independent variables.
To detect the presence or absence of multicollinearity symptoms in this regression model by looking at the Variance Inflation
Factor (VIF). If the Variance Inflation Factor (VIF) VIF smaller 10 and the Tolerance value bigger 0.10, the model is free from
multicollinearity. A good regression model should not correlate with independent variables (Ghozali, 2016).Based on table 1.1
above shows that the results of the multicollinearity test where the independent variables are Leverage, Current Assets, OEOI,
Company Size, and Company Growth with a VIF value smaller 10 and a tolerance value bigger 0.10, it can be concluded that
there is no multicollinearity between the independent variable and the variable. dependent.

Heteroscedasticity Test

His test aims to see whether in the regression model there is a variable inequality from other observations, it is still called
homoscedasticity and if it is called heteroscedasticity. To detect the presence or absence of heteroscedasticity if the significance
value is greater than 0.05. According to table 1.1 based on the results of the heteroscedasticity test, the significance value is
sig.0.065 so that Thus, it can be concluded that there is no heteroscedasticity, so it can be said that this regression model is
good.

Autocorrelation Test

According to (Ghozali, 2016), the autocorrelation test aims to test whether in the linear regression model there is a correlation
between the confounding error in period t and the confounding error in period t-1 (previous). A good regression model is a
regression that is free from autocorrelation. Based on the data in Table 1.1 above. The Durbin-Watson value in the table above
shows 1.651, while the dU value is 1.9018 and the 4-dU value is 2.0982 so that 1.651 < 1.9018 < 2.0982 So these results indicate
that there is no autocorrelation symptom in this regression model.

Table 1.2
Regression Analysis
B Std.dev t Sig.
(Constant) 324,260 1778,397 -0,182 0,857
Leverage -0,607 0,248 2,443 0.025
Current Ratio 1,047 0,519 2,017 0.059
OEOI 3,209 0,471 3,148 0.006
Firm Size 0,181 0,071 0,274 0,787
Sales Growth -0,101 -0,039 -0,190 0,851




R 0,783
Adj. R Square 0,505
F-Statistics -
Source: IBM SPSS Statistics 23 (data processed)

Based on table 1.2. The coefficient of determination (R2) shows the value of Adjusted R Square (R2) of 0.505. This indicates that
the dependent variable of financial distress can be explained by the independent variables (leverage, current ratio, OEOI, Firm
size, and sales growth) of 50.5 percent while other variables from this study influence 49.5 percent.

4. RESULTS AND DISCCUSION

The Effect of Leverage on Financial Distress

Based on the Table 1.2 t-test, the Leverage ratio in this study through the Debt to Equity Ratio has a significant level of 0.025.
This shows that the significant level of the leverage ratio is less than 0.05, so it can be said that the leverage ratio has a significant
negative effect on financial distress. In this case, leverage has a negative effect on financial distress because even though the
company has a lot of debt but the company is still able pay off the debt and interest on the debt. Shows that even though the
company have a large amount of debt, the company remains have good performance. So if the level debt obligations are high,
the circumstances leading to in financial distress it can actually decrease because the company is still said to be able to pay the
company interest. But if not immediately addressed then there can be financial distress. The results of this study are supported
by,(Dianova & Nahumury, 2019), (Saputri & Asrori, 2019) and (Kazemian et al., 2017). Meanwhile,(Normiati & Amalia, 2021)
based on the results of DAR Hypothesis test or Debt Asset Ratio to Financial Distress shows that the value is significantly less
than 0.05, which means the current ratio has a significant positive effect on the prediction of financial distress. These results
indicate that there is a directly proportional relationship between the independent variable and the dependent variable. This
means that if the intensity of the use of debt in financing a company is greater, then the possibility of financial distress will be
even greater. This research is supported by (Susdaryo et al., 2021), which states that in this study states that the leverage variable
has a positive effect on financial distress. Based on the results of the regression analysis, the leverage variable shows a positive
effect on financial distress.

Effect of Current Ratio on Financial Distress

Based on the Table 1.2 t-test, it was found that the disclosure value of the Current Ratio in this study has a significant level of
0.059. This indicates that the significant level of the current ratio is 0.05, so it can be said that the current ratio has no positive
and insignificant effect on financial distress. With every decrease in the current ratio, the possibility of the company experiencing
financial distress is getting bigger. A high current ratio describes a high the company's ability to pay off current debt by using its
current assets The larger the current ratio value, the smaller the potential for financial distress company because the company
has a number of current assets such as cash or cash used to pay off its debts and finance its operational activities both in the
period transactions or future periods so that the company does not experience financial difficulties or threatened their business
continuity. This research was supported by,(Dianova & Nahumury, 2019),(Saputri & Asrori, 2019),and (Liahmad et al., 2021) and
(Anue Kuraesin,Sussy Susanti, 2021) . Based on the research,(Normiati & Amalia, 2021) shows that the probability value of the
current ratio is smaller; 0.05 (a = 5%) which means that the liquidity ratio as measured by the current ratio has a significant
positive influence on the prediction of financial difficulties. These results indicate that there is a directly proportional relationship
between the independent variable and the dependent variable. This means that the greater the company's ability to finance
debt, the greater the possibility of financial distress. This is usually seen from how much the company puts large amounts of
funds on the current assets side to meet short-term obligations that will soon mature. The research are supported by (Sunaryo,
2021),(Lumbantobing, 2020),(Thim et al., 2011),(Susdaryo et al., 2021),and (Kazemian et al., 2017)

The Effect of OEOI on Financial Distress

Based on the Table 1.2 t-test, the value of OEOI disclosure in this study has a significant level of 0.006. This indicates that the
significant level of OEQI is not more than 0.05, so it can be said that OEOI has a significant positive effect on financial distress.
This shows that the OEOI has an effect on financial distress, the positive effect means that the higher the BOPO ratio, the higher
the financial distress and conversely, the smaller the BOPO ratio, the better the condition of a company. If a company has a high
g)éEOI ratio, then the company cannot operate efficiently because this high ratio indicates the amount of operating costs that
gyust be incurred by the company to obtain operating income. A large number of operations will reduce the company's profit or
ggofit because operating costs or expenses act as a deduction factor on the income statement. Companies must be able to

§9ppress their operational activities so that the funds used can create profits from other activities. The research results are
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supported by,(Suidarma et al., 2022) and (Asyikin et al., 2018). According to (Zahronyana & Mahardika, 2018). Based on the
partial test results that OEOI variable has a significance value of 0.398. It means that the Operational Cost of Operating Income
(OEQI) has no effect on financial distress. This means that the higher the OEOI, the higher the probability of a bank to experience
financial distress. The research results are supported by,(Ferdiansyah & Widyarti, 2022) and (Amalia et al., 2020)

The Influence of Firm Size on Financial Distress

Based on Table 1.2 t-test, the value of company size disclosure in this study has a significant level of 0.787 or greater than 0.05,
so it can be said that firm size has no effect on financial distress. This study shows that the high and low size of the company
does not prove that the company will avoid financial problems depending on how the company manages the company well and
efficiently. The research results are supported by (Indriaty et al., 2019). According to (Wangsih et al., 2021) The results of
hypothesis testing on the independent variable company size show a significance value smaller than 0.05. This shows that the
size of the company has an effect on financial distress received. This means that the greater the total assets owned by a
company, the less likely the company is to experience financial distress.This research is supported by (Rianti & Yadiati,
2018),(Abdu, 2022),(Liahmad et al., 2021),(Thim et al., 2011) and (Susdaryo et al., 2021).

The Influence of Sales Growth Against Financial Distress

Based on the t-test of Table 1.2, the disclosure value of sales growth through sales growth in this study has a significant level of
0.851. This shows that the significant level of sales growth is greater than 0.05. This means that sales growth has no impact on
financial distress. The company's growth as measured by the sales growth ratio reflects the ability to increase its sales from time
to time. This is because fluctuations in the value of sales growth have no impact on financial distress. because it is balanced by
the increase and decrease in operational costs so that it will create profits. The research results are supported by (Wangsih et
al., 2021),(Giarto & Fachrurrozie, 2020),(Dianova & Nahumury, 2019) and (Normiati & Amalia, 2021), According to,(Putri, 2021)
Based on the test results using multiple linear regression, it shows that the sales growth variable has a regression significance
level of

0.007, which is smaller than the significant value of 0.05, so it can be concluded that sales growth has effect negative on financial
distress. This shows that the higher the level of sales growth a company has, the lower the company's tendency to experience
financial distress. The research results are supported by, (Sitanggang et al., 2021).

5. CONCLUSIONS

Based on the results of research, theoretical studies, and data processing, it can be concluded as follows:

Leverage (DER) has a significant effect on financial distress. High leverage results in the value of financial distress in the company
getting smaller, because the company can utilize its debt properly for the company's operational activities so that it will not be
at risk of experiencing financial distress. Liquidity (Current Ratio) has no significant effect on financial distress. Insignificance of
the liquidity ratio can also occur because the company has low current liabilities and is more concentrated on long-term
liabilities, so it does not affect the company's condition. The OEOI variable has a significant effect on financial distress. The
greater the OEOI value, the more inefficient the company's management in managing its operational costs. OEOI which tends
to increase continuously shows that the company's management is not able to maximize revenue to cover its operational costs.
Firm size has no effect but is not significant on financial distress. This can be caused by companies that have total assets, large
or small, have many partners and have a high level of investment, but it can also be caused by economic conditions that change
every year which allows companies to experience financial pressure. Sales growth has no and no significant effect on financial
distress. In this case, the higher the level of sales does not automatically increase the company's profit because of high
operational costs so that it does not have an impact on financial distress.

6. LIMITATIONS

Limitations in this study largely arise from the use of secondary data of only three years. The data selected is only transportation
industry data with only five variables . Thus, it is not possible to identify the exact role of distress. Also, given the cross-sectional
nature of the survey, it is not possible to ascertain causality. Despite these limitations, this manuscript provides empirical
evidence and theoretical framework in the study of the relationship between Leverage, current Ratio, OEOI, firm size and sales
growth. In addition, it highlights the importance of how companies avoid distress.
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This study aims to measure the effect of leverage, current ratio, Operating expenses Operating income (OEOI), firm Give some explanation about the uniqueness of

size, and sales growth on financial distress in Transportation Equipment Industry listed on the Indonesian stock
exchange for the period 2018 to 2020 The uniqueness of this research is that it is a case study in a mature
Transportation Equipment Industry company so that it examines in depth, detail, intensively, and theroughly on
variables, especially those related to financial distress. The analytical method used in this study is multiple
regression analysis using the SPSS version 23. The results of this study provide an explanation of Leverage and
Sales Growth partially having a negative effect Current Assets, Operating expenses Cperating income , and Firm
Size. and a partial positive effect on financial distress. dependent financial distress can be explained by the
independent variables (leverage, current ratio, OEQI, Firm size, and Sales growth) of 30.5 percent while 49.5
percent is influenced by other variabies from this study. l
B William Will

this article than previous studies

Keywords|: Leverage,current ratio,operating expensese/ncome,frmsize,sales growthand financialdistress. - |

alphabetical
wide scale. Firm size is one such factor among others
1. Introduction including profitability, liquidity, leverage efc . Various studies v
across the globe have identified factors that contribute to Y
The third week of January 2020,Covid-19 simultaneously distress ranging from managerial, operational exprnses, firm o
attacked several countries in Asia, America, Europe, size , sales growth and risk levels exposed to by the firm T
Australia. and Africa. As a result of the Caovid-19 pandemic. According to(Nadiva Nafisamuna & Nurfauziah, 2022)
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1. Introduction including profitabiity, liquidity, leverage etc . Various studies
across the globe have identified factors that contribute to
The third week of January 2020,Covid-19 simultaneously distress ranging from managerial, operational exprnses, firm
attacked several couniries in Asia, America, Europe, size , sales growth and risk levels exposed to by the firm
Australia, and Africa. As a resutt of the Covid-19 pandemic, According to(Madiya Nafisamuna & Nurfauziah, 2022)
economic activity has weakened and has changed the Financial distress 1s a condfion when ifhe company's
economic system throughout the country. The impact of the equilibrium cannct be achieved in the current situation. One
Covid-19 virus pandemic was also felt by several large of the characteristics of a company experiencing financial
companies in Indonesia, where the financial services distress is when the company experiences liguidity cannot
authority (OJK) mapped several sectors that became fuffill its obligations to the bank. The financial distress model
potential losers and winners due to the Covid-19 pandemic. helps companies detect financial failures before bankruptcy
According  to usmiari, Desnirta, 2020) Earnings_____ occurs. The research was conducted by measuring and .-y o .
management can be viewed from several factors related to viewing the company’s financial statements. Therefore, the E William Will
managers' motivation in managing earnings. One of these company's  accourting  information  must  also  be All the citations use Harvard style by Mendeley
factors is Financial Distress. Companies that experience complete According to (Indriaty et al., 2019) Current ratio is
funding constraints (financial distress) tend to carry out a liquidity ratio that measures the ability of an entity to pay or Zotero
earnings management always to provide the right signals in shortterm liabilties. When the current ratio is low, it will
investors' eyes, and eamings managemert behavior have an impact on cash flow so that to cover regional
increases with the increase in company financial distress. operational costs, a larger number of shortterm loans is
According to ,(Nuraini et al, 2021), A company is a defaut, needed and will affect financial distress. the current ratio as
financially distressed, or bankrupt when the financial ratio a ratio that measures the ability of local governments to
indicators are known, as reinforced by a previous study. maintain financial position. This is because the current ratio
Therefore, when using non-financial  variables  as that's very high and very low indicates financial operational
independent, an intermediate variable is needed to problems. prove that liquidity ratios have a significant effect
determine the bankruptcy probability.  According to in determining a company’'s financial distress. According to
Susdaryo et al., 2021), A company can be categorized as Sunaryo, 2021), The liquidity ratio that will be used in this
experiencing financial distress if the company has a research is Current Ratio, the value of Current Ratio
performance that shows negative net income. if company describes the company’s ability to pay short-term debt using
experiences financial distress, the operating conditions of current assets. The high and low value of the current ratio
the firmdeteriorate thus leadingto heavy financial burden on shows the liquidity of the company in its ability to pay its
the Tirm resulling fo Financial distress. According to,(Walela short-term debt obligations. This ratio is used by prospective
et al, 2022) Financial distress are circumstances that leads creditors to determine whether or not to provide short-term
to firms being unable to fulfill their credit obligations to loans to companies. In addition to analyzing liquidity ratios,
creditors and may result in bankruptcy, distress situations analyzing leverage ratios is also necessary to determine
have been observed al over the world across continents financial difficufties experienced by a company. According to
hence emphasizing distress as a global problem. When Ferdiansyah & Widyarti, 2022),The lower the OEOI value
firms are faced with distress situations, the immediate effect the more efficient the operations of the bank.Meanwhile, a v
is on the firms' operations. Factors that contribute to distress high BOPO value indicates that the use of resources Fy
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Ea variable inequality from other observations, it is still called
Figure 1.fesearcimodel homos cedasticity and if it is called heteroscedasticity. To detect -+ illi m
3. Research Method & presence of absence of Neteroscedastcity i the significance B Williamwi
wvalue is greater than 0.05. According to table 1.1 based on the Insert the research model
Research design results of the heteroscedasticity test, the signfficance value is
Research desian is a process needed by researchers to solve  £19.0.085 so that Thus, it can be conciuded that there is no
research problems (compilation, implementation, and report Neleroscedasticity, so it can be said that this regression model
writing). This research is an activation process that aims to find  '$ 9909
out something carefully, and critically and look for facts using "
cerlain methods. The nature of this research is quantitative Autocorrelation Test X
research. Quartitative research is often defined as a research  According to (Ghozali, 2016), the autocorrelation test aims to
model based on the philosophy of positivism, used to research  test whether in the linear regression model there is a correlation
a particular population or sample. Researchers take the nature  2etweentihe confounding eror in period t and the confounding
of quartitative research in this study, the data to be processed 10T in period 1 (previous). A good regression model is a
in the study is financial statements in the form of numbers The  'egression that is free from autocorrelation. Based on the data
data usedin this study is Panel data for the period from 2018tp 10 Table 1.1 above The Durbin-Watson value in the table above
2020 from the annual reports of transportation equipment SNOWS 1651, while the dU value is 19018 and the 4-dU value
Industry listed on the IDX is 2.0982 so that 1.65T = 1.9018 < 2.0982 So these results
indicate that there is no autocorrelation symptom in this
Population and Sample regression model
The population in this study was 28 transportation Equipment
Industry listed on the Indonesia Stock Exchange. Based on the Table 1.2 . .
sample criteria needed and used in this study, ﬁhere were [15 Use data panel !'EQTESS"!IOH analysis
samples of transportation Equipment Industry fthat could be R egression Analysi o :
usedas samples in this study, namely: T a e e William will
. Use data panel regression analysis
Table 1.1
Classi tion test B William Will
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REVIEWER. B 21

1. Give some explanation about the Uniquieness of this article then previous studies ?
Answer/Jawaban :

The Uniqueness of this research is that it is a case study in a mature Transportation Equipmen Industry
company so that it examines in depth detail intensively and thoroughtly on variables especially those related to
financial distress.

2. All the citations use harvad style by Mandelay or Zero. (. Semua kutipan menggunakan gaya Harvard
oleh Mandelay atau Zero.)

Answer/Jawab : All quotes use Harvard style by Mandelay or Zero.

3.Insert the research methode

Answer/Jawab : Added research methods/framework

Leverage

Current ratio

OEQI
Firm Size
Financial
Distress
Sales Growth H-2

Figure 1. research model

4.Data Panel

Answer/ Jawabannya : 15 samples of transportation Equipment Industry could be used as samples in this study.

5. Use data panel regression analysis
Answer/Jawab : Correction of the data panel regression analysis table alignment
Table 1.1. Classic assumption test

Source: IBM SPSS Statistics 23 (data processed)
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This study aims to measure the effect of leverage, cument rafio, Operating expenses Coerating income (0EQH), fim
5176, and sales growdh on financial distress in Transportation £quipment industry fisted on the Indonesian stock
gichange for the periad 2018 b 2020The unigueness of this research is that t /5 & case study in & matire
Transpavtation Equipment indushy company so tha it examines in depth, detail inensivey, and thoroughly on
Varibles, especilly those related fo fnancial distress The anatical method used in this study is multple
Teqression analysis using the SPSS version 22 The resuts of this stuay provide an explanation of Leverage and
Sales Growth partialy having a neqative effect. Curent Assets, Onerating expenses Operating income , and Firm
Size. and & parfial positive effect on financi! distess. dependent fnancial distress can be explaied by the
incependent variables (12verage, cument ratio, OFEQI, Fim size, and Sales growdh) of 30.3 percent witie 4.3
percent is influenced by ofher vanaties fom this study.

Keyporcs:everaggcumentra eraingexpensesefncome sz sdls rowthand fnanc isess
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Wire scale. Firm size is one such actor among ofners

1. Infroduction including profiabilty, iouidty, leverage etc . Various shidies
acoss e qlobe have identfied factors that contrbute to

The tird week of January 2020 Covid-19 simutianeously  distress ranging from manageria, operaional expmses, fim

atacked several counties in Asiz, Amedca, Europe  size, saes rowth and ik level exposed 0 By e fim.
Austal, and Afica.As a resut of the Covid-19 pandemic,  According fo (Nadiyz Nafisamuna & Nuauziah, 2022)
nnnmavain ssbit: kan wnabamad and kan skamasd dha Cinanpial distrans in & pandtinn whan tha pamnams
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Wide scale. Firm size is one such factor among others

1. Introduction including profitabity,liquidty, leverage et Various studies ﬁ
across the globe have idenffied factors that confribute to

The hird week of January 2020 Covic19 simuaneously  distress ranging rom managerizl, operafional expmses,fim
atacked seversl countries in Asia, America, Europe  size, sales growth and sk levels exposed f By e fim R
Austraia and Africa. As a resut of the Covid-10 pandemic,  According o Nadiya Nafisamuna & Nufauziah, 202)
economic acivy has weskened and has changed the  Financl distess is 4 condtion when fhe company's
economic system trouchold the country. The impact of the  equiityium cannaot be achieved in the cument sityation. One [
Covid-19 virus pandemic was also fat by several large  of the chavactenistics of 2 company experiencing financil
companies in Indonesia, where the financial services  disiress is when the company experiences liquidty cannt
authorty (QUK) mapped several sectors that became  fufilis obiigations ty the bank. The financial dishess modd B
potential losers and wimers due to the Covid-19 pandemiz.  elps companies defect Fancial falures before banknuptcy
Accordng 1o g[:m Desnirtz, 2020) Eamings oceurs. The reseach was conducted by measuing and .. o
management can De viewsd from sveralFackrs refatedt Vg e company’s fnancal Satements. Therefore, e Willam Wil ¢h
managers' mofivation in managing eamings. One of these ~ companys  accourting  informafion must 450 be Alhe citaans use Harvard stle by Mendeley
factors is Financial Distress. Comparies that experience  complele Accarding to (ndriaty et l, 2019) Curent rafo s %

funding constraints (fnancial distress) fend to camy out
garmings management always to provide the right signals in
investors' eyes, and eamings management behavior
increases with the incraase in company fnancial dishess.
According o [Nurainief al, 2021), A company s a defaut,
fnancialy distressed, or bankrupt when the financil rafio
indcators are knon, 25 reinforced by a previous study.
Therefore, when using nondinancial variables &
independent an intermediate variable is neaded b
determine the bankmuptey probabilty. Accordng o
Mﬂ[’. et al, 2021), A company Can be cateqorized as
experiencing Tnancial distress if the company has a
performance that shows negative net income. if company
experiences financidl distress, the aperaing condtions of
the frmdeteriorate thus leadngto heavy financial burden on
the fiim resulting fo Financil distress. According to:[lvy%g
gt al, 2022) Financig! distress are circumstances it leads
fo Tims being unable to Ul their cred obligations 1o
credtors and may result in bankruptey, distress situations
fave been obcerved all over the world across continents
fence emphasizing distrass 25 a global problem. When
firms are faced with distress situafions, the immediate effect
is on the firms" operafions. Factars that contibite to distress
situations in firms have Deen idertified and are varied on a

 liquidty rafio that measures the abifty of an enfity o pay
short4erm liabilties. Whan the cument ratio is low, it wil
have an impact on cash flow so that to cover regiond
operaional costs, & larger number of shortderm loans is
needed and wil affect financial distrass. the currant ratio as
a ratio that measures the abiity of local govemments to
maintan financial postion. This s because the curment rafio
thats very high and very low indicates fnancial operstiondl
problems. prove that liquidity rafios have  signficant effact
in determining & company’s fmancial distress. According to
(Su_naryhg 202), The liquidy ratio that will be used in this
research is Cument Rafio, the valug of Cument Rafio
describes the company's abilty ta pay shorkderm debt using
current assets. The fich and low valug of the curment rafio
shows the liquidty of the company in its a0ty to pay fts
short4erm debt obligations. This ratia s used by prospactive
creditors to determing whether or not o provide shorkterm
|oans fo companies. In addition to analyzing liguidty rafios,
analyzing leverage rafios is also necessany to determing
fnancial difficuties =xperienced by 2 company. Accordingto
Ferdiansyah & Widyart, 2022) The lower the OEQ! valug
fne more efficiant the perations of the bank Meanwhie, a
high BOPO value indicates that the use of resources
managed by the bank is less efficient 5o that f wil increase
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~ the operational costs fhat must be bome and cause
operational achivities to not run properly, this wil hinder the

and the purpase of financial statements is to provide

information to parties in need about the condiion of a

(N

optimal income gain by bank operational acfiviies . A high  company fromthe point of view of figures in monetary uns. @
OEQI value wil cause operational expenses to swell sothat — Meanwhile, the objectives of financial statements according
banks must incur mor costs to cary ot their opersiondl  to Financial Accounting Standards (PSAK) are as follows:
achivifies. This can cause banks fo experience Financial  to provide information regardng the financial postion, B
Distress risk if the costs required to carry out operaional  performance, and changes in the financial position of a
activities are 00 high. According to (Rianti & Yadii 2018)  company that is useful for a large number of users in
Firm size (the size of the company) ilUstrates e size ofthe  making econormic decisions, meefing the common needs of i
total assets owned by a company. Firm size is the size of  most users. However, users may need to make economic
the company. The bigger the company access fo funds wil  decisions because they generally reflect the financial -
be more easily so that the agency costs wil be even greater.  effects of past events and are not required to provide non- -+
Using the fotal assets in determining firm size by proxy  financialinformation, a5 managementis accountable fortha
natural logarthm of total assets. Large companies qeneraly  resources ertrusted to . Users who want fo assess what ®
have befter access 1o capital markets and it is easier to has been done or the responsibility of management do so
increase the funds with lower costs and fewer constraints 50 that they can make economic decisions.. According o
than the smaller companies, this shows that reliance on (Kazemian et al, 2017), In analyzng the financial E

intermal funds will decrease with the incraasing size of the
company. Companies that have high assetindicates that the
company has reached a stage. According to (Setyawati &
Amelia, 2018), Leverage, profitabiity, activty rafio, market
via- e rafio, frm size, firm age or macroeconomic variables
Such 2s economic growdh, exchange rate, stock exchange
indey, have not bean used as variables to predict financial
distress. These variables can be used for furiner research a
company is said to be successful in caming out its
marketing and product sales strateqy if the company's sales
growth has increasedThis study aime to find empirical
gvidence that Leverage, Current ratio, Operafing Expenses
Operating Income (OEQI), and company growth affect
financial distress.

2. Literature Review

21The Financial Statement Analysis
According to (Normiati & Amaiia, 2021), According to the

statement, finzncial ratios are an important toolto evaluate
a company'sperformance to find out the financial status of
ihacompany. Fnancil ratios are useful indicators to
evaluate a firm's performance and financial situation
Proftabilty, liquidty and solvency, as well as the efficiency
of management are important in determining corporate
financial distresses 25 well as in the design and
implementation of financial poiicies and investment. This is
also supported by the researchers' view that financial rafios
measuring size, liquidty, profitabiiy, and leverage are
likely to be important determinants of financial distress
Desides insttutional and corparate governance factors.

2.3 Financial Ratio

According to (Normiati & Amalia, 2021) Analysis using
financial ratios [inancial ratios) is one of the most
frequently Used anakzes in predicing financial
distress. this became an interesting topic after the
discovery of a formula to faciitate company bankruptcy

“ O e -

defirifon set Tarf in Statement of Financial Accourfing \
S Using the Altman Z-Score model. Furthermore, man
Standards (PSAK} No. 1! that financial statements are 3 rncn%rrhnrc nea finanrial ratine finanrial ratined tn hz
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2.1 The Financial Statement Analysis

According to (Normiati & Amalia, 2021), According to the
definition set forth in Statement of Financial Accounting
Standards (PSAK) No. 1, that financial statements are a

frequently used analzes in predicting  financial
distress. fhis became an interesting topic after the
discovery of a formula to faciitate company bankruptcy
using the Altman Z-5core model. Furthermore, many
researchers use financial ratios (financial rafios) to be

ﬂCore;ponden-CAUTATEAR-1‘docx nB-qa;-review-a;signment-1? O+ Baw 0 ; "vTingkatkanSekarang - X
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Operating Income (OEQI), and company growth affect
financial distress. 2.3 Financial Ratio -
. ) According o (Normizti & Amalia, 2021) Analysis using

2. Literature Review financial ratios (inancial ratios) is one of the most Vi

;t[uctq[ed p[lelsemaﬂun of ?he ﬂnancila\ performance and analyzed and became bank- ruply predcion mode. @

financil pos_ltlon of_an enity. Financia reports_ can be & Financial ratios are impartant in analyzing companie s and

igigzm{]fagﬁ{mﬂt;ﬁ s;g ﬁ; dulfgm»l;smst;eadm?ﬁ which improves companies through application praciices. ﬁ
o X : According to (Rianti & Yadiati, 2018), Financial Ratio

Statement of Fmanualﬁ.ccoum!ng Standards (PSAK) No. 1 Ana\ysuagrn Préﬂ?ﬂ'ﬁnanﬁil'ﬁﬁiress C[}:'mpany conchuded

?“a‘ m purpose of he ﬂnalnclallstatemgms 1o provice the most influence on the ratio of financial distress is the

nformaion relaed to the fnandal postion. pedOmECE i et ot margin, net ncame arowh has the o

:Egncoa;\hcﬂg‘gcg\;hni ?%Tﬂ;wu?eica';‘g:n”;;ld ls?artzar:(‘anngt result that cash flow does not have a strong influence on

anaysis neds to be done caremm; by using the right the financial distress, which examined the financial ratio 9_0

methods and technigues to be able to produce the right
decisions. The financial parformance of a company is very
beneficial for various parfies (stakeholders). Financial
statement analysis consists of two words, namely Analysis
and Financial Statements. So it can be concluded that the
analysis of financial statements is to describe the financial
statements which invalve the balance sheet and profit and
loss to obtain information on the financial condion of
company more deeply which is very important in producing
the right decision Cluality of Education Services

2.2 Financial statements

According to, (Kazemian et al, 2017), Financial statements
are 3 tool for testing a company o find out where the
financial position of a company is, but financial statements
are not only a testing tool but 2iso financial statements
have a roke in helping interested parties in making
decisions. S0 the importance of financial statements for
companies is because financial statements function as 2
tool o determine the financial position of 3 company and
the resuts that have been achieved by a company.
According toRachma  Sari gt al, 2022) financil
statements are information that describes the financial
condtion of a company, where the information can be used
35 a description of the financial performance of a company,

analysis to financial distress.

2.4 Leverage Ratio

Accordingto (Hidayat, 2017). Leverage is the ratio usedto
meastre the extent of the companies’ assets financad by
their debt (how much the debt burden the companies
against its assets) or this ratio is to measure the
companies’ abiity to pay all of their short and long term
obligations (fofal debthotal assets), while in prachice, to
cover the shortage of the funding needs, the companies
hiave several choices of funds sources that can be used,
one source of the funds used are loan capital (dett),
relatively unlimited amount of loan capial, and motivate
management 1o work harder and more creative because
they are burdenad to fufil their obligations. According to
(Kazemian et al, 2017) Companies that have higher
[everage may have a higher risk of bankruptcy, if they do
not make payments on their external financing to their
creditors. I the company wants o take out another loan,
the lender wil take some measurements of whether the
company has too much debt and ask the company o keep
s debt within reasonable limits. According fo (Anue
Kuragsin Sussy Susanti, 2021), the leverage ratio is & rafio
used to measure the extent fo which a company's assets
arefinanced by debt. This rafio can be calculated based on
information from the balance shest, namely in the items of
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 assels and items of deit Companies that have a higher

level of debt are more [ikely to experience financial disiress
o bankruptcy than companies that have less debt. In this
study, the leverage ratio is measured by debt o total assets.
This ratio shows some of the assefs used fo quarantee
dett. The DER formula, according to (Kazemian et al,
2017)is as Table 1.0.

25 Current Ratio

According to(ndriaty et al. 2018), Cument ratio (CR) iz &
liquidity ratio that measures the abilty of an enty to pay
shorterm liabilkies. When the current ratio is low, it wil
hiave an impact on cash flow so that to cover regiona
operafional costs, a larger number of short-tarm loans i
needed and will affect financial dstress. Assessed the
current ratio as a ratio that measures the abilty of loca
govemments to maintain financial position. This is because
the current ratio thats very high and very low indicates
financial operational problems. Prove that liquidty rafios
have a significant effect in determining & company’s
financial distress.. According to- (Lumbzntobing, 2020)
Deft ratio expresses how much the company's assets are
financed by debt This variable was proxied by debt o
asset ratio (DAR). Liquidty raio expresses a rafio that
indicates a company's abiity to meet its oblioations or pay
its sforitem debt. This variable was proxied by cuent
asset ratio (CR) which s the rafio of total current assets to
total cument liabilties. Eaming ratio describes abilty fo
generate profitfromits normel business activities. The ratio
measired the rafio of eaming after tax to total assets
(ROA). Acivity ralio measures the effectiveness and
efficiency of companies in utilizing existing resources. The
rafio was proxied by ratio of sales to tofal assets
(TATO)The formula used to find the curent ratio (CR) is as
folows, according to (Lurnbantoking, 2020, is 25 Table 1.0,

2.6 Operating Expenses Operating Income (OEQI)
Acording to,(Ferdiansyah & Widyar, 2022), The lower the
QT value, The more efficient the operations of the bank.

Meamwhie, 2 high OEQI value indicates that the use of
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lower costs and fewer conshaints than the smaller

companies, this shows that reliance on intemal funds wil
decrease with the increasing size of the company.
According to (Sunaryo, 2021)the size of the company can
be seen from the total assels owned by the company, the
size of the company is the number and type of production
capacty and capabilties of the company or the number and
type of services that can be provided by the company
simultangously to its customers, Company size can be
measured by the formula(Rianti & Yadia, 2018) s as
Table 1.0.

2.8 Sales Growth

Accordingto According to (Normigti & Amalia, 2021), Scles
growth is a reflecion of a company’s abilty to increase
sales over ime. By knowing how much sales growth, the
company wil be able to predict how much profit will be
obtained. According to (Wangsih et al, 2021) 53les growth
is a ratio used fo meastre how STalle sales are and how
successful the company is, from one period to the next
period. Every company defintely wants to maintain and
increase its sales from year to year and the company
continues o run because of the increasing sales growth,
the befer prospects they have. otherwise, if the company's
sales growth decreases, the greater the potential for the
company fo get into financial distress. According.(Ratu
Liviani. Yopa T R, 2021)5ales growth is 2 ratio that
ilustrates the achievement of sales growth from year to
vear. Sales growth in this researcher is measured using the
rafio of sales growth. Growth rafio is 2 ratio that illisirates
the enterprise’s skl o manage econamic position amid
econamic growth and business sectors. Accordng fo
(Afrianti &t al, 2022) Sales growth or sales growth is one of
{fegrowith ratios that is usedul for measuring the company's
sales performance and as an indicator that can show the
development of a company's sales level from period o
period.

2.9 Financial distress.
According to (Kanoujiya et al, 2022), Financial distress (FD)
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2.6 Operating Expenses Operating Income (QEQI}
Acording to,(Ferdiansyah & Widyarti, 2022), The lower the
OEOT value, The more efficient the operations of the bank.
Meanwhile, a high OEO! value indicates that the use of
resources managed by the bank is less efficient, so that it
will increase the operational costs that must be borne and
cause operational activities to not run properly, this wil
hinder the optimal income gain by bank operational
activities. Acording to (Rifansa & Pulungan 2022)
Operating expenses to operating income is a company’s
profitabilty ratio that compares operating expenses with
operating income, the higher the operating expenses, the
less good the company's management is. Operating costs
are costs incurred by banks in carrying out their main
business activities such as interest costs, marketing costs,
labor costs, and other operating costs. Operating income is
the bank’s main income, namely income derived from
placement of funds in the form of credit and other operating
income. Acording to,(Widana et al., 2021), OEOI is the ratio
between Operational Costs and Variable Operating Income
According to the Bank Indonesia Codfication Regulation
(2014} operational efficiency is measured by OEQI with a
maximum limit of 93.52%. According to,(Ferdiansyah &
Widyarti, 2022) is as Table 1.0

2.7 Firm size

According to (Imasuen et al., 2022), that there are diverse
constructs of firm size, this study measured firm size as the
natural logarithm of fotal assels at fiscal year-end.
According to (Rianti & Yadiati, 2018),firm size (the size of
the company) illustrates the size of the total assets owned
by a company. Firm size is the size of the company. The
bigger the company access to funds will be more easily so
that the agency costs will be even greater. Using the total
assets in determining firm size by proxy natural logarithm of
total assets. Large companies generally have better access
to capital markets and itis easier to increase the funds with
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2.9 Financial distress.

According to (Kanoujiya et al, 2022), Financial distress (FD)
is an issue that needs specialized attention because of its

probable consequences. Such consequences span all the
areas of society, which may adversely affect all the firm's

stakeholders, including society and the environment

Financial distress may not always culminate into
bankruptcy, but stress beyond a threshold is always
deleterious for the firms. According to (Mashudiet al., 2021}
Financial distress is the possibiity of a company going
bankrupt, where it depends on the level of asset liquidity
with the availability of credit. Financial distress is a
condtion in which the company’s finances are in a crisis or
unhealthy state. If the company is already in financial
distress, management must be careful because it could
enter the bankruptcy stage. According to (Madiya
Mafisamuna & Nurfauziah, 2022),Financial distress is a
condtion when the company's equiibrium cannot be
achieved in the current situation Cne of the characteristics
of a company experiencing financial distress is when the
company experiences liquidity cannot fuffill its obligations to
the bank. The financial distress model helps companies
detect financial faiures before bankruptcy occurs. The
research was conducted by measuring and viewing the
company's financial statements. Therefore, the company's
accounting information must also be complete. Variables
that affect financial distress are liquidity, leverage, and
profitability. According  to (Kurniawati, 2017) financial
distress is a situation when a company is unable to fulfill its
obligations. Measurement of financial distress in this study
uses the Altman model (Z-Score), is as Table 1.0.

The assessment criteria used in the Revised Altman
method are,

If the Z Score smaller 1.8 is included in the criteria for the
bankrupt company.

Access to Success 'V

QALY oss Vol 2 Mo, 188/ June 2022

40

- . .
Tinjau Lihat

ISSN:1582-2559

Halaman: 3/10

A 32°C

Sebagian cerah

Kata: 8443

@D Pemeriksa Ejaan Al

Q Cari

o

A m DS e

http://mc.manuscriptcentral.com/jpa

=

Alat

oS

4 wps Al

4 Tingkatkan Sckarang

Q

- O
=~
o
+
13.40
05/06,/2025

>

i & 4

®

ra
¢


http://mc.manuscriptcentral.com/jpa

W Halaman I

= Menu

I Corespanden-CALITATEAR-1.doc

BRLEE - ¢ v

Halaman Muka  Sisipkan

n B-gas-review-assignment-17" O »

+ Bau

L]
Tata Letak Halaman ~ Referensi  Tinjau Lihat

1SSN:1582-2559

GENERAL MANAGEMENT

~ IFthe value 181 smaller Z-Score smaller 2.9 is included in

the criteria for the gray area company.
If Z-Score value bigger 2.9 is included in the criteria for the
company notto go bankrupt

Table 1.0.
Description of Research Variables
K Varishle Measurement Notation
Tata] Debt
1 | Levenz: e LEV
Total Equity
Curr=nt Asset
1 | Current ratio —_— CR
Cumrent Lishility
I | Opermz Operatimz Expemes
Tapems Opnating | —— X QEO!
Incoms 100%
(Operating Income
1 | Fiom Size Firm Size = Lo{otlasse) i
Sales - Sales t]
§ | Sales Growh e — 1 100 3G
S ]
6 | Financis] disteess. 0717 XD) + 0847 )+ IScore
3,108 (30,42 (%4) + 0,088
&
Information :
I-Score = bankmpiy index
X1 = working capial / toal
asat
X2= retained samins (o8]
msat
X3 =ezmingbefore imerest
and tax | total asset
4= book valne of equity/
Trodk valuz af total debt
X5 =sales | fofal assst
Source: Journal articles, 2014-2020
[T,
Halaman: 3/10  Kata: 8445 @D Pemeriksa Ejzan Al
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ratio (INTC) has a signfficantly negative relationship wih
financial distress. This negative relationship ilustrates that a
firm with the abilty to service its interest payments can reduce
the probability of financial distress.

H1: Leverage has an effect on Financial distress

Current Ratio affects to financial distress

According to, (Mormiati & Amalia, 2021)the test shows that
the probabiity value of the current ratio is smaller 0.05, which
means that the liquidity ratio as measured by the current ratio
Nas a signfficant posttive effect on the prediction of financial
distress. These results indicate that there is a directly
proportional relationship between the independent variable
and the dependent variable. This means that the greater the
company's ability to finance dett, the greater the possibiliy of
financial distress. According to (Indriaty et al, 2019),
Research study proves that the financial rafios of the financial
statement is able to predict the financial distress and based
on test resutts from the logistic regression model of research
that indicates that the variable Current Ratio affect the
financial distress. According to (Sunaryo, 2021), Basedon the
of the research results that have, it can be concluded that,
Current Ratio partially has a significant effect on Financial
Distress. According to,(Mashudi et al, 2021)the current
liquidty ratio signficantly Tmpacts The Tinancial difficulties of
infrastructure, utiliies, and transportation companies listed on
the Indonesian Stock Exchange.

H2: Current Ratio has an effect on Financial distress

Operating Expenses Operating Income (OEQI) affect to
financial distress
According to (Ferdiansyah & Widyarti, 2022). research OEOI
has a significance Tevel whichiis more than 0.05. This shows
that OEQl does not have a signficant effect on Financial
Distress. According to (Asyikin et al, 2018) Based on
researsh it can be seenthaf thevalue The significance value
oF 0.009 is smaller than the significance, so it can be
concluded namely the operationa cost variable to operating
income [OEOI has a sionificant effect on financial distress.
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and tax / total asset
X4 =baok valus of equity/

bodk value of raral debe
X5 = salles tomal asser
Source: Journal articles, 2014-2020
Hypothesis
Leverage affects to financial distress
According to (Subiyanto & Siagian, 2022), The results study
indicate that The existence of leverage can strengthen the
effect of profitability in predicting financial distress. These
results indicate that the existence of good leverage can affect
the company's profitability. Bad leverage in the company can
cause high cost of capital which in turn affects the company’s
financial condition. The company's ability to pay its obligations
or debts can be described by its asset ratio where the lower
the DAR ratio, the better the company's ability to pay its
obligations. According to (Wangsih et al., 2021) ,The resLits
of hypothesis testing on fie independent variable leverage
shows a significance smaller than 0.05, which states that
leverage partially has an effect on financial. According
to,(Giarto & Fachrurrozie, 2020), Leverage is able to have a
posifive significant ef- fect on financial distress. The result of
this study is in line With pecking order theory which states that
a decli- ne in the value of a company is due to high leverage
which results in a greater risk company suffering finan- cial
difficulties. Assets smaller than the debt owned by The
company shows that most of the company's activities are
financed by debt. High funding through debt that is not
accompanied by an increase in income wil make the
company having trouble in paying debt andinterest. Thus, the
higher the leverage, the greater the risk of the company's
inability to pay off debt so that the company will get closer to
difficult financial condtions. According to (Wagas & Md-Rus,
2018), This study has used leverage ratiosto predict Tinancial
distress. Results show that total equity to total liabilities (TETL)
and working capital to long-term debt (WCLD) ratios are
insignificant in predicting financial distress while total liabilities
to total assets (TLTA) ratio is significant with a positive
coefficient sign. Results further reveal that interest coverage
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UISTess. ACCOTAING 10 (ASYIKIN €1 al, 2UTy) Basea on
researsh it can be seenthat thevalue The significance value
of 0.009 is smaller than the signficance, so it can be
concluded, namely the operational cost variable to operating
income (OEOQI) has a significant effect on financial distress.
The higher OEQI increases financial distress. The OEOI
wvariable which has a positive (+) indicates that an increase in
QEQI has resulted in sharia commercial banks tending to
experience financial distress. According to (Suidarma et al.,
2022) Based on the results of the study, the signfficance of
the value of workload on operating profit (OEQI) is less than
0.05. S0 it can be concluded that the variable running fee on
working profit (OEOI) has an effective effect on monetary
distress.
H3: OEQI has an effect onfinancial distress

Effect of Firm size affect to financial distress

According to (Sunaryo, 2021). The results of the research
on the effect of Company size on financial distress have an
effect because the sigvalue is obtained. smaller than 0.05
According to,{Rianfi & Y adiati, 2018), Based on the results
of research that has been done, conclude that company
size has an effect, but not significant on financial distress.
According to (Wangsih et al., 2021), that the size of the
company whicfi ias a signficance value of less than 0.05,
indicates that partially the size of the company has a
significant and negative effect on financial distress in retail
trading sub-sector companies listed on the Indonesia
Stock Exchange. According to (Susdaryo et al., 2021) in
this study states that the company size Vafable has a
negative effect on financial difficulies. Based on the
results of regression analysis, the firm size variable does
not show a significant effect on the financial distress
variable. According to the,(Liahmad et al., 2021) study, the
results show that the signiicance value of the size
companies to financial distress where the significance
value is less than 0.05, it means that the company size
variable has an effect and is signfficant on financial
distress.
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H4: Firm size has an effect on financial distress

Effect of sales growth affectto financial distress

According to (Putri, 2021), based on the test resulls show
that the sales growth variable has a significance value that is
smaller than the 0.05 significance value, so it can be concluded
that sales growth has a negative effect on financial distress
This means that the higher the sales growth rate of a company,
the lower the company's tendency to experience financial
distress. According to (Giarto & Fachrurrozie, 2020), the results
of the study stated that sales growth was not able to affect
financial distress.The results of this study are not in accordance
with signaling theory, the company’s management measures
can provide guidelines for investors to see the companys
opportunities in the future. Companies with increased sales wil
give a positive signal to potential investors that they have good
performance and opportunities in the future. So that it can be
considered by investors to decide fo invest their funds in the
company. Accordng to (Wangsin et al, 2021), the results of
hypothesis testing on the independent variable company size
show a significance value thatis smaller than 0.05. Stating that
the size of the company partially affects financial distress
According to (Wangsih et al., 2021), the results of the Sales
Growth hypothesis, which has a significance value greater than
0.05, indicate that sales growth has no effect on financial
distress in retail trading sub-sector companies listed on the
Indenesia Stock Exchange.

HA: Sales growth has an effect on financial distress.

Cument ratio

Financial
Distress
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Normality Test One-Sample Asymp. Sig. (=ailed) ;

0.0

Test
Maulticollin anri Variahle Tolerance VIF
mﬂ';: Teverage 0,745 1342
Current Ratio o450 PR
OBl 0,963 Ly
Firm Size oz 3039
SalesGrowth o5 Ly
Beteroscedasticity Test | Coppelation is

significant at: 0.01 tailed) ¢
level{z-tailed), u.ul]m](z_-ﬂlled]

00635

Thatocorelation Test Dharhin Watson 1,651

Source: |BM BRES Statistcs 22 (dsta processed)

Normality Test Results

A normal distribution test is a test to measure whether our data
has a normal distribution so that it can be used in parametric
statistics. The following are the results of the research normality
test, The results based on Figure 1.1 Based on the rasults of
the normality test with: One-Sample Kolmogorov-Smimov Test
shows the Asymp value. Sig. (2-tailéd); 0.200 while the data
normality requirements if the Sig is more than 0.05, so that the
datais declared normally distributed.

Multicollinearity Test

e mufficolinearty test aims to test whether the regression
modelfound a comrelation  between the independent variables.
To detect the presence or absence of multicollinearity
symptoms in this regression model by looking at the Variance
Inflation Factor (VIF). If the Variance Inflation Factor (VIF) VIF
smaller 10 and the Tolerance value bigger 0.10, the model is
free from multicolineartty. A good regression mode! should not
correlate with independent variables (Ghozali, 2016) Based on
table 1.1 above shows that the results of the rnult\cdlineari%
test where the independent variables are Leverage, Curren!
Assets, OEQI, Company Size, and Company Grawth with a VIF
value smaller 10 and a tolerance value bigger 0.10, it can be
conciuded that there is no multicolinearty between the
independent variable and the variable. dependent

Heteroscedasticity Test
His fest aims fo see whether in the regression model there is a
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Figure 1.researcimodel homoscedasticity an led heteroscedasticity. T m 1 I
3. Research Method & presence or absence of heteroscedasticity i the significance B William will sl —
value is greater than 0.05. According 1o 1able 1.1 based on the Insert the research model
Research design results of the heteroscedasticity test, the signfiicance value is &
Research design is a process needed by researchers to solve 59.0.065 so that Thus, it can be concluded that there is no —
research problems (compilation, implementation, and report Theteroscedasticity, so it can be said that this regression model
writing). This research is an activation process that aims to find 'S 99 R
out something carefully, and critically and look for facts using .
certzin methods. The nature of this research is quantitative Autocorrelation Test ! )
research. Quantitative research is often defined as a research According to (Ghozali, 2016), the autocorrelation test aims to [
model based on the philosophy of positivism, used to research  1est whether iri The Tinear regressiof model here is a correlation
a particular population or sample. Researchers take the nature  Pefween the confounding error in periodt and the corfounding =)
of quantitative research in this study, the data to be processed =0T in period 1 (previous). A good regression model is a
in the study is financial statements in the form of numbers. The  regression that is free from autocarrelation. Based on the data
data usedin this study is Panel data for the period from 2018 to ”':1T5°|‘f1 16;15110:_‘9 T“:E D“’S‘MGHEO”S’?;E ";‘{:19 tibéeuaml"e &
2020 from the annual reports of transportation equipment SNOWS , while the dU value is 79018 and the 4-dU value
e S oy P adp is 2.0082 5o that 1.657 < 1.9018 = 2.0882 So these resuls
. indicate that there is no autocorrelation symptom in this .

Population and Sample regression model o
The population in this study was 28 transportation Equipment
Industry listed on the Indonesia Stock Exchange. Based on the Table 1.2 . . 0]
sample criteria needed and used in this study, there were |15 Use data panel regression analysis
samples of transportation Equipment Industry fhat could be  |Re William will
usedas samples in this study, namety: | b=

Table 1.1 .
| @R Williamwill @
Classic assumption test _ 324,260 1778397 -0.82 0857 | Data panel
Aottt thrcoss Vol B, Mo, 1881 June 2012 2|
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-0,607 0,248 2,443 0.025 current ratio value, the smaller the potential for financial

distress company because the conpary has a mmmber of current e
1047 0519 2,017 0-059 assets such as cash or cash used to pay offits debts and finance T
P - - .o -——— e mmavatinmal activitias hath i tha nanad trmcastinme ne
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Basedon table 1.2. The coefficient of determination (R2) shows
the value of Adjusted R Square (R2) of 0.505. This indicates
that the dependent variable of financial distress can be
explained by the independert variables (leverage, current ratio,
OEOQI, Firmsize, and sales growth) of 50.5 percent while other
variables fromthis study influence 49.5 percent.

4.RESULTS AND DISCCUSION

The Effect of Leverage on Financial Distress

Based on the Table 1.2 t-test, the Leverage ratio in this study
through the Debt to Equity Ratio has a significant level of
0.023. This shows that the significantleve] ofthe leverage ratio
is less than 0.03, so it can be said that the leverage ratio has a
significant negative effect on financial distress. In this case,
leverage has a negative effzct on financial distress because
even though the company has a lot of debt but the company is
still able pay off the debt and terest on the debt. Shows that
even though the company have a large amount of debt, the

current ratio value, the smaller the potential for financial
distress conpany because the conpany has a mmmber of curent
assets such as cash or cash used to pay offits debts and fimance
its operational activities both in the period transactions or
futre periods so that the company does not expenence
financial difficulties or threatened their business contmuity.
The cument Ratio has no significant effect on Financial
Distress. This is because the comparies that are the sample in
this study can fimd the company's operations m meeting short-
term (debt) obligations with its cument debts. Therefore the
company manages cumrent debt with its assets properly so that
financial distress does not occwr. This research was supported
by (Dianova & Nalmmry, 2019),(Saputr & Asrori, 2019),and
(Lialmad et al, 2021) and (Anue KuraesinSussy Susamh,
2021) . Based on the researchNomiati & Amalia, 2021)
shows that the probability value of the current ratio is smaller;
0.03 (= 3%) which means that the hquidity ratio as measwed
by the cument ratio has a significant positive mfluence on the
prediction of financial difficulties. These results indicate that
there 15 a directly proportional relationship between the
independent vaniable and the dependent variable. This means
that the greater the company’s ability to finance debt, the
greater the possibility of financial distress. This is usually seen
from how much the company puts large amounts of funds on
the cumrent assets side to meet short-term obligations that will
soon mature. The research are supported by (Sunaryo,
2021)(Lumbantobing, 2020),(Thim et al, 2011)(Susdaryo et
al, 2021)and (Kazemian et al, 2017)

The Effect of OEOI on Financial Distress

Based on the Table 17 t-test, the value of 0EOI disclosure in
this study has a significant level of 0.006. This indicates that
the sigruficant level of OEOT 15 not more than 0.03, soit canbe
said that OEOI has a significant positive effect on financial
distress. This shows that the OEOI has an effoct on financial
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distress it can actually decrease because the company is still
said to be able to pay the company interest. But if not
immediately addressed then there can be financial distress. The
results of this study are supported by (Dianova & Nalomury,
2019), (Sapumi & Asrori, 2019) and (Kazemian et al, 2017).
Meanwhile (Nommiat & Amalia, 2021) based on the results of
DAR Hypothesis test or Debt Asset Ratio to Financial Distress
shows that the value is significantly less than 003, which
mears the current ratio has a significant positive effect on the
prediction of financial distress. These results ndicate that there
is a directly proportional relationship between the independent
wariable and the dependert variable. This means that if the
intensity of the use of debt in financing a comparny is greater,
then the possibility of financial distress will be even greater.
This research is supported by (Susdarvo et al., 2021), which
states that in this study states that the leverage variable has a
positive effect on financial distress. Based on the results of the
regression analysis, the leverage vanable shows a positive
effect on financial distress_

Effect of Current Ratio on Financial Distress

Bazed on the Table 1.2 t-test, it was found that the disclosure
walue of the Current Ratio in this study has a significant level
of 0.039. This indicates that the significant level of the current
ratio is 0.03, so it can be said that the cumrent ratio has no
positive and insignificant effect on financial distress. With
every decrease in the cument ratio, the possibility of the
company expenencing finandal distress is getting bigger. A
high cumrent ratio describes a high the company's ability to pay

n B-gas-review-assignment-17° 0 »
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smaller the BOPO ratio, the better the condition of a comparny.
If a company has a high OEOI ratio, then the company cannot
operate efficiently because this high ratio indicates the amount
of operating costs that must be incumed by the company to
obtain operating income. A large number of operations will
reduce the company’s profit or profit because operating costs or
expenses act as a deduction factor on the income statement.
Comparies nmst be able to suppress their operational activities
s0 that the funds used can create profits from other activities.
The research results are supparted by (Suidarma et al | 2022)
and (Asvikin et al, 2018). According to (Zahronyana &
Mahardika, 2018). Based on the partial test results that OEOT
wvariable has a significance value of 0.398. It means that the
Operational Cost of Operating Income (OEOI) has no effect on
financial distress. This means that the higher the OEQI, the
higher the probability of a bark to experience finandal distress.
The research results are supported by (Ferdiansvah & Widvarti
2022) and (Amalia et al., 2020)
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The Influence of Firm Size on Financial Distress

Based on Table 1.2 t-test, the value of conpany size disclosure
in this study has a significantlevel of 0.787 or greater than 0.03,
50 it can be said that finn size has no effect on financial
distress. This study shows that the high and low size of the
company does not prove that the company will aveid financial
problems depending on how the company manages the
company well and efficiently. Firm size proxied by Ln Total
Assets does not affect financial distress, this means that no
matter how big the total assets are, the company cannot avoid

ff cumrent debt by nu'ng its _cument assets The hvgm the
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the possibility of financial distress. The research results are
supported by (Indriaty et al., 2019). According to (Wangsih et
al, 2021) The results of hypothesis testing on the mdependent
vanable conpany size show a significance value smaller than
0.03. This shows that the size of the company has an effect on
financial distress received. This means that the greater the total
assets owned by a company, the less Ikely the company is to
experience financial distress.This research is supported by
(Rianti & Yadiat, 2018)(Abdu, 2022)(Lialmad et al,
2021)(Thim et al., 2011) and (Susdaryo et al,, 2021).

The Influence of Sales Growth Against Financial Distress
Based on the t-test of Table 1.2, the disclosure value of sales
gowth through sales growth in this study has a significant
level of 0.851. This shows that the sigmficant level of sales
growth is greater than 0.03. This means that sales growth has
no impact on financial distress. The company’s growth as
measwed by the sales growth ratio reflects the ability to
increase its sales from time to time This i becase
fluctuations in the value of sales growth have no impact on
financial distress. because it is balanced by the increase and
decrease m operational costs so that it will create profits. Sales
Growth does not affect Financial Distress. This could be
because this conpany has relatively stable sales and it is safer
to obtam loans so that it can bear the bwrden if sales are
unstable. Compamies that have high sales growth values
can maintain their viability of the conpany because the
company's profits are increasmg.The research results are
supported by (Wangsih et al, 2021)(Giarto & Faclmmrozie,
2020),(Dianova & Nalmmmry, 2019) and (Normiati & Amalia,
2021), According to(Putri, 2021) Based on the test results
using muitiple linear regression, it shows that the sales growth
variable has a regression significance level of 0.007, which is
smaller than the significant value of 003, so it can be
concluded that sales growth has effect negative on financial

this case, the higher the level of sales does not automatically
increase the company's profit because of high operational costs
50 thatit does nothave an impact on financial distress.

6. LIMITATIONS

Limitations in this study largely anse fromthe use of secondary
data of only three years. The data selected is only transportation
industry datawith only five variables . Thus, it is not possible to
identify the exact role of distress. Also, given the cross-
sectional natwe of the survey, it is not possible to ascertain
causality. Despite these limitations, this manuscript provides
empirical evidence and theoretical framework in the study of
the relationship between Leverage, cument Ratio, OEOL fim
size and sales gowth In addition, it Mighlights the
importance of how commpanies aveid distress.
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This study aims to measure the effect of leverage, current ratio, Operating expenses Operating income (OEOI), firm size,
and sales growth on financial distress in Transportation Equipment Industry listed on the Indonesian stock exchange for
the period 2018 to 2020.The uniqueness of this research is that it is a case study in a mature Transportation Equipment
Industry company so that it examines in depth, detail, intensively, and thoroughly on variables, especially those related to
financial distress.The analytical method used in this study is multiple regression analysis using the SPSS version 23. The
results of this study provide an explanation of Leverage and Sales Growth partially having a negative effect, Current
Assets, Operating expenses Operating income , and Firm Size. and a partial positive effect on financial distress.
dependent financial distress can be explained by the independent variables (leverage, current ratio, OEOI, Firm size, and
Sales growth) of 50.5 percent while 49.5 percent is influenced by other variables from this study.

Keywords: Leverage,current ratio,operating expensese/income,firm size,sales growth and financial distress

1. Introduction

The third week of January 2020,Covid-19 simultaneously
attacked several countries in Asia, America, Europe,
Australia, and Africa. As a result of the Covid-19 pandemic,
economic activity has weakened and has changed the
economic system throughout the country. The impact of the
Covid-19 virus pandemic was also felt by several large
companies in Indonesia, where the financial services
authority (OJK) mapped several sectors that became
potential losers and winners due to the Covid-19 pandemic.
According to (Gusmiari, Desnirita, 2020) Earnings
management can be viewed from several factors related to
managers' motivation in managing earnings. One of these
factors is Financial Distress. Companies that experience
funding constraints (financial distress) tend to carry out
earnings management always to provide the right signals in
investors' eyes, and earnings management behavior
increases with the increase in company financial distress.
According to ,(Nuraini et al.,, 2021), A company is a default,
financially distressed, or bankrupt when the financial ratio
indicators are known, as reinforced by a previous study.
Therefore, when using non-financial variables as
independent, an intermediate variable is needed to
determine the bankruptcy probability. According to
(Susdaryo et al., 2021), A company can be categorized as
experiencing financial distress if the company has a
performance that shows negative net income. if company
experiences financial distress, the operating conditions of
the firm deteriorate thus leading to heavy financial burden on
the firm resulting to Financial distress. According to,(Walela
et al., 2022) Financial distress are circumstances that leads
to firms being unable to fulfill their credit obligations to
creditors and may result in bankruptcy, distress situations

hence emphasi

zing distress as a global

is on the firms’ operations. Factors that contribute to distress
situations in firms have been identified and are varied on a
wide scale. Firm size is one such factor among others
including profitability, liquidity, leverage etc . Various studies
across the globe have identified factors that contribute to
distress ranging from managerial, operational expenses, firm
size , sales growth and risk levels exposed to by the firm.
According to,(Nadiya Nafisamuna & Nurfauziah, 2022)
Financial distress is a condition when the company's
equilibrium cannot be achieved in the current situation. One
of the characteristics of a company experiencing financial
distress is when the company experiences liquidity cannot
fulfill its obligations to the bank. The financial distress model
helps companies detect financial failures before bankruptcy
occurs. The research was conducted by measuring and
viewing the company's financial statements. Therefore, the
company's accounting information must also be complete.
According to (Indriaty et al., 2019) Current ratio is a liquidity
ratio that measures the ability of an entity to pay short-term
liabilities. When the current ratio is low, it will have an impact
on cash flow so that to cover regional operational costs, a
larger number of short-term loans is needed and will affect
financial distress. the current ratio as a ratio that measures
the ability of local governments to maintain financial position.
This is because the current ratio that's very high and very
low indicates financial operational problems. prove that
liquidity ratios have a significant effect in determining a
company's financial distress. According to (Sunaryo, 2021),
The liquidity ratio that will be used in this researchis Current
Ratio, the value of Current Ratio describes the company's
ability to pay short-term debt using current assets. The high
and low value of the current ratio shows the liquidity of the
company in its ability to pay its short-term debt obligations.
This ratio is used by prospective creditors to determine
whether or not to provide short-term loans to companies. In

have been observed all over the world W@??/W@W?ﬂiptceﬂ 'fi(&Bmtgl- gnalyzing liquidity ratios, analyzing leverage
oblem." When ratios 3

atios 'Is 0 necessary to determine financial difficulties
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Abstract

This study aims to measure the effect of leverage, current ratio, Operating expenses Operating income (OEOI), firm
size, and sales growth on financial distress in Transportation Equipment Industry listed on the Indonesian stock
exchange for the period 2018 to 2020.The uniqueness of this research is that it is a case study in a mature
Transportation Equipment Industry company so that it examines in depth, detalil, intensively, and thoroughly on
variables, especially those related to financial distress.The analytical method used in this study is multiple regression
analysis using the SPSS version 23. The results of this study provide an explanation of Leverage and Sales Growth
partially having a negative effect, Current Assets, Operating expenses Operating income , and Firm Size. and a partial
positive effect on financial distress. dependent financial distress can be explained by the independent variables
(leverage, current ratio, OEOI, Firm size, and Sales growth) of 50.5 percent while 49.5 percent is influenced by

other variables from this study.

Keywords: Leverage, current ratio, operating expensese/ income, firm size, sales growth and financial distress

1. Introduction

The third week of January 2020,Covid-19 simultaneously
attacked several countries in Asia, America, Europe, Australia,
and Africa. As a result of the Covid-19 pandemic, economic
activity has weakened and has changed the economic system
throughout the country. The impact of the Covid-19 virus
pandemic was also felt by several large companies in Indonesia,
where the financial services authority (OJK) mapped several
sectors that became potential losers and winners due to the
Covid-19 pandemic. According to (Gusmiari, Desnirita, 2020)
Earnings management can be viewed from several factors
related to managers' motivation in managing earnings. One of
these factors is Financial Distress. Companies that experience
funding constraints (financial distress) tend to carry out earnings
management always to provide the right signals in investors'
eyes, and earnings management behavior increases with the
increase in company financial distress. According to ,(Nuraini et
al., 2021), A company is a default, financially distressed, or
bankrupt when the financial ratio indicators are known, as
reinforced by a previous study. Therefore, when using non-
financial variables as independent, an intermediate variable is
needed to determine the bankruptcy probability. According to
(Susdaryo et al., 2021), A company can be categorized as
experiencing financial distress if the company has a
performance that shows negative net income. if company
experiences financial distress, the operating conditions of the
firm deteriorate thus leading to heavy financial burden on the
firm resulting to Financial distress. According to,(Walela et al.,
2022) Financial distress are circumstances that leads to firms
being unable to fulfill their credit obligations to creditors and may
result in bankruptcy, distress situations have been observed all
over the world across continents hence emphasizing distress as
a global problem. When firms are faced with distress situations,
the immediate effect is on the firms’ operations. Factors that

contribute to distress situations in firms have been identified and
are varied on a wide scale. Firm size is one such factor among
others including profitability, liquidity, leverage etc . Various
studies across the globe have identified factors that contribute
to distress ranging from managerial, operational expenses, firm
size , sales growth and risk levels exposed to by the firm.
According to,(Nadiya Nafisamuna & Nurfauziah, 2022) Financial
distress is a condition when the company's equilibrium cannot
be achieved in the current situation. One of the characteristics
of a company experiencing financial distress is when the
company experiences liquidity cannot fulfill its obligations to the
bank. The financial distress model helps companies detect
financial failures before bankruptcy occurs. The research was
conducted by measuring and viewing the company's financial
statements. Therefore, the company's accounting information
must also be complete. According to (Indriaty et al., 2019)
Current ratio is a liquidity ratio that measures the ability of an
entity to pay short-term liabilities. When the current ratio is low,
it will have an impact on cash flow so that to cover regional
operational costs, a larger number of short-term loans is needed
and will affect financial distress. the current ratio as a ratio that
measures the ability of local governments to maintain financial
position. This is because the current ratio that’s very high and
very low indicates financial operational problems. prove that
liquidity ratios have a significant effect in determining a
company's financial distress. According to (Sunaryo, 2021), The
liquidity ratio that will be used in this research is Current Ratio,
the value of Current Ratio describes the company's ability to pay
short-term debt using current assets. The high and low value of
the current ratio shows the liquidity of the company in its ability
to pay its short-term debt obligations. This ratio is used by
prospective creditors to determine whether or not to provide
short-term loans to companies. In addition to analyzing liquidity
ratios, analyzing leverage ratios is also necessary to determine
financial difficulties experienced by a company. According to
(Ferdiansyah & Widyarti, 2022),The lower the OEOI value, the
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more efficient the operations of the bank. Meanwhile, a high
BOPO value indicates that the use of resources managed by the
bank is less efficient, so that it will increase the operational costs
that must be borne and cause operational activities to not run
properly, this will hinder the optimal income gain by bank
operational activities . A high OEOI value will cause operational
expenses to swell, so that banks must incur more costs to carry
out their operational activities. This can cause banks to
experience Financial Distress risk if the costs required to carry
out operational activities are too high. According to,(Rianti &
Yadiati, 2018) Firm size (the size of the company) illustrates the
size of the total assets owned by a company. Firm size is the
size of the company. The bigger the company access to funds
will be more easily so that the agency costs will be even greater.
Using the total assets in determining firm size by proxy natural
logarithm of total assets. Large companies generally have better
access to capital markets and it is easier to increase the funds
with lower costs and fewer constraints than the smaller
companies, this shows that reliance on internal funds will
decrease with the increasing size of the company. Companies
that have high asset indicates that the company has reached a
stage. According to,(Setyawati & Amelia, 2018), Leverage,
profitability, activity ratio, market value ratio, firm size, firm age
or macroeconomic variables such as economic growth,
exchange rate, stock exchange index, have not been used as
variables to predict financial distress. These variables can be
used for further research. a company is said to be successful in
carrying out its marketing and product sales strategy if the
company's sales growth has increased. This study aims to find
empirical evidence that: Leverage, Current ratio, Operating
Expenses Operating Income (OEOI), and company growth
affect financial distress.

2. Literature Review
2.1 The Financial Statement Analysis

According to (Normiati & Amalia, 2021), According to the
definition set forth in Statement of Financial Accounting
Standards (PSAK) No. 1, that financial statements are a
structured presentation of the financial performance and
financial position of an entity. Financial reports can be a source
of information that can be useful in making decisions about
investment and funding. As stated in Statement of Financial
Accounting Standards (PSAK) No. 1 that the purpose of the
financial statements is to provide information related to the
financial position, performance and cash flow of the company
that can be used in making economic decisions for its users.
,Financial statement analysis needs to be done carefully by
using the right methods and techniques to be able to produce
the right decisions. The financial performance of a company is
very beneficial for various parties (stakeholders). Financial
statement analysis consists of two words, namely Analysis and
Financial Statements. So it can be concluded that the analysis
of financial statements is to describe the financial statements
which involve the balance sheet and profit and loss to obtain
information on the financial condition of a company more deeply
which is very important in producing the right decision .Quality
of Education Services.

2.2 Financial statements

According to,(Kazemian et al., 2017), Financial statements
are a tool for testing a company to find out where the financial
position of a company is, but financial statements are not only a
testing tool but also financial statements have a role in helping

interested parties in making decisions. So the importance of
financial statements for companies is because financial
statements function as a tool to determine the financial position
of a company and the results that have been achieved by a
company. According to,(Rachma Sari et al., 2022) financial
statements are information that describes the financial condition
of a company, where the information can be used as a
description of the financial performance of a company, and the
purpose of financial statements is to provide information to
parties in need about the condition of a company from the point
of view of figures in monetary units. Meanwhile, the objectives
of financial statements according to Financial Accounting
Standards (PSAK) are as follows: to provide information
regarding the financial position, performance, and changes in
the financial position of a company that is useful for a large
number of users in making economic decisions, meeting the
common needs of most users. However, users may need to
make economic decisions because they generally reflect the
financial effects of past events and are not required to provide
non-financial information, as management is accountable for the
resources entrusted to it. Users who want to assess what has
been done or the responsibility of management do so so that
they can make economic decisions.. According to (Kazemian et
al., 2017), In analyzing the financial statement, financial ratios
are an important tool to evaluate a company’s performance to
find out the financial status of the company. Financial ratios are
useful indicators to evaluate a firm's performance and financial
situation. Profitability, liquidity and solvency, as well as the
efficiency of management are important in determining
corporate financial distresses as well as in the design and
implementation of financial policies and investment. This is also
supported by the researchers’ view that financial ratios
measuring size, liquidity, profitability, and leverage are likely to
be important determinants of financial distress besides
institutional and corporate governance factors.

2.3 Financial Ratio

According to (Normiati & Amalia, 2021) Analysis using
financial ratios (financial ratios) is one of the most frequently
used analyzes in predicting financial distress. ,this became an
interesting topic after the discovery of a formula to facilitate
company bankruptcy using the Altman Z-Score model.
Furthermore, many researchers use financial ratios (financial
ratios) to be analyzed and become bankruptcy prediction
models. Financial ratios are important in analyzing companies
and which improves companies through application practices.
According to (Rianti & Yadiati, 2018), Financial Ratio Analysis
To Predict Financial Distress Company concluded the most
influence on the ratio of financial distress is the current ratio, net
profit margin, net income growth has the result that cash flow
does not have a strong influence on the financial distress, which
examined the financial ratio analysis to financial distress.

2.4 Leverage Ratio

According to (Hidayat, 2017). Leverage is the ratio used to
measure the extent of the companies’ assets financed by their
debt (how much the debt burden the companies against its
assets) or this ratio is to measure the companies’ ability to pay
all of their short and long term obligations (total debt/total
assets), while in practice, to cover the shortage of the funding
needs, the companies have several choices of funds sources
that can be used, one source of the funds used are loan capital
(debt), relatively unlimited amount of loan capital, and motivate
management to work harder and more creative because they

263

QUALITY
Access to Success

Vol. 25, No. 199/ March 2024



ISSN:1582-2559

GENERAL MANAGEMENT

are burdened to fulfill their obligations. According to (Kazemian
et al., 2017) Companies that have higher leverage may have a
higher risk of bankruptcy, if they do not make payments on their
external financing to their creditors. If the company wants to take
out another loan, the lender will take some measurements of
whether the company has too much debt and ask the company
to keep its debt within reasonable limits. According to (Anue
Kuraesin,Sussy Susanti, 2021), the leverage ratio is a ratio used
to measure the extent to which a company's assets are financed
by debt. This ratio can be calculated based on information from
the balance sheet, namely in the items of assets and items of
debt. Companies that have a higher level of debt are more likely
to experience financial distress or bankruptcy than companies
that have less debt. In this study, the leverage ratio is measured
by debt to total assets. This ratio shows some of the assets used
to guarantee debt. The DER formula, according to,(Kazemian et
al., 2017) is as Table 1.0.

2.5 Current Ratio

According to (Indriaty et al., 2019), Current ratio (CR) is a
liquidity ratio that measures the ability of an entity to pay short-
term liabilities. When the current ratio is low, it will have an
impact on cash flow so that to cover regional operational costs,
a larger number of short-term loans is needed and will affect
financial distress. Assessed the current ratio as a ratio that
measures the ability of local governments to maintain financial
position. This is because the current ratio that's very high and
very low indicates financial operational problems. Prove that
liquidity ratios have a significant effect in determining a
company's financial distress.. According to (Lumbantobing,
2020), Debt ratio expresses how much the company's assets
are financed by debt. This variable was proxied by debt to asset
ratio (DAR). Liquidity ratio expresses a ratio that indicates a
company's ability to meet its obligations or pay its short-term
debt. This variable was proxied by current asset ratio (CR) which
is the ratio of total current assets to total current liabilities.
Earning ratio describes ability to generate profit from its normal
business activities. The ratio measured the ratio of earning after
tax to total assets (ROA). Activity ratio measures the
effectiveness and efficiency of companies in utilizing existing
resources. The ratio was proxied by ratio of sales to total assets
(TATO)The formula used to find the current ratio (CR) is as
follows, according to (Lumbantobing, 2020), is as Table 1.0.

2.6 Operating Expenses Operating Income
(OEOI)

Acording to,(Ferdiansyah & Widyarti, 2022), The lower the
OEOI value, the more efficient the operations of the bank.
Meanwhile, a high OEOI value indicates that the use of
resources managed by the bank is less efficient, so that it will
increase the operational costs that must be borne and cause
operational activities to not run properly, this will hinder the
optimal income gain by bank operational activities. Acording to
(Rifansa & Pulungan, 2022) Operating expenses to operating
income is a company's profitability ratio that compares operating
expenses with operating income, the higher the operating
expenses, the less good the company's management is.
Operating costs are costs incurred by banks in carrying out their
main business activities such as interest costs, marketing costs,
labor costs, and other operating costs. Operating income is the
bank's main income, namely income derived from placement of
funds in the form of credit and other operating income. Acording
to, (Widana et al., 2021), OEOI is the ratio between Operational

Costs and Variable Operating Income. According to the Bank
Indonesia Codification Regulation (2014) operational efficiency
is measured by OEOI with a maximum limit of 93.52%.
According to,(Ferdiansyah & Widyarti, 2022) is as Table 1.0.

2.7 Firm size

According to (Imasuen et al., 2022), that there are diverse
constructs of firm size, this study measured firm size as the
natural logarithm of total assets at fiscal year-end. According to
(Rianti & Yadiati, 2018),firm size (the size of the company)
illustrates the size of the total assets owned by a company. Firm
size is the size of the company. The bigger the company access
to funds will be more easily so that the agency costs will be even
greater. Using the total assets in determining firm size by proxy
natural logarithm of total assets. Large companies generally
have better access to capital markets and it is easier to increase
the funds with lower costs and fewer constraints than the smaller
companies, this shows that reliance on internal funds will
decrease with the increasing size of the company. According to
(Sunaryo, 2021),the size of the company can be seen from the
total assets owned by the company, the size of the company is
the number and type of production capacity and capabilities of
the company or the number and type of services that can be
provided by the company simultaneously to its customers,
Company size can be measured by the formula,(Rianti &
Yadiati, 2018) is as Table 1.0.

2.8 Sales Growth

According to According to (Normiati & Amalia, 2021), Sales
growth is a reflection of a company's ability to increase sales
over time. By knowing how much sales growth, the company will
be able to predict how much profit will be obtained. According to
(Wangsih et al., 2021),Sales growth is a ratio used to measure
how stable sales are and how successful the company is, from
one period to the next period. Every company definitely wants to
maintain and increase its sales from year to year and the
company continues to run because of the increasing sales
growth, the better prospects they have. otherwise, if the
company's sales growth decreases, the greater the potential for
the company to get into financial distress. According.(Ratu
Liviani. Yoga T R, 2021),Sales growth is a ratio that illustrates
the achievement of sales growth from year to year. Sales growth
in this researcher is measured using the ratio of sales growth.
Growth ratio is a ratio that illustrates the enterprise's skill to
manage economic position amid economic growth and business
sectors. According to (Afrianti et al., 2022),Sales growth or sales
growth is one of the growth ratios that is useful for measuring
the company's sales performance and as an indicator that can
show the development of a company's sales level from period to
period.

2.9 Financial distress

According to (Kanoujiya et al., 2022), Financial distress (FD)
is an issue that needs specialized attention because of its
probable consequences. Such consequences span all the areas
of society, which may adversely affect all the firm’s stakeholders,
including society and the environment. Financial distress may
not always culminate into bankruptcy, but stress beyond a
threshold is always deleterious for the firms. According to
(Mashudi et al., 2021) Financial distress is the possibility of a
company going bankrupt, where it depends on the level of asset
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liquidity with the availability of credit. Financial distress is a
condition in which the company's finances are in a crisis or
unhealthy state. If the company is already in financial distress,
management must be careful because it could enter the
bankruptcy stage. According to (Nadiya Nafisamuna &
Nurfauziah, 2022),Financial distress is a condition when the
company's equilibrium cannot be achieved in the current
situation One of the characteristics of a company experiencing
financial distress is when the company experiences liquidity
cannot fulfill its obligations to the bank. The financial distress
model helps companies detect financial failures before
bankruptcy occurs. The research was conducted by measuring
and viewing the company's financial statements. Therefore, the
company's accounting information must also be complete.
Variables that affect financial distress are liquidity, leverage, and
profitability. According to,(Kurniawati, 2017) financial distress is

a situation when a company is unable to fulfill its obligations.
Measurement of financial distress in this study uses the Altman
model (Z-Score), is as Table 1.0.

The assessment criteria used in the Revised Altman method
are,

If the Z Score smaller 1.81 is included in the criteria for the
bankrupt company.

If the value 1.81 smaller Z-Score smaller 2.9 is included in
the criteria for the gray area company.

If Z-Score value bigger 2.9 is included in the criteria for the
company not to go bankrupt.

No Variable Measurement Notation

Total Debt
_____________________ LEV
Total Equity

1 Leverage

Current Asset
--------------------- CR
Current Liability

2 Current ratio

3 Operting
Expenses,Operating
Income

Operating Expenses

X 100% OEOI

Operating Income

4 Firm Size Firm Size = Ln(total asset) FS

Sales — Sales t-1

5 Sales Growth x 100% SG

Sales t-1

6 Financial distress. 0,717 (X1) + 0,847 (X2) + 3,108 (X3) + | Z-Score
0,42 (X4) + 0,988 (X5)
Information :

Z-Score = bankruptcy index

asset

total debt

X1 = working capital / total asset

X2 = retained earnings / total asset

X3 = earning before interest and tax / total
X4 = book value of equity / book value of

X5 = sales / total asset

Table 1.0. Description of Research Variables
Source: Journal articles, 2014-2020

Hypothesis
Leverage affects to financial distress

According to,(Subiyanto & Siagian, 2022), The results
study indicate that the existence of leverage can strengthen the
effect of profitability in predicting financial distress. These results
indicate that the existence of good leverage can affect the
company's profitability. Bad leverage in the company can cause
high cost of capital which in turn affects the company's financial
condition. The company's ability to pay its obligations or debts
can be described by its asset ratio where the lower the DAR
ratio, the better the company's ability to pay its obligations.

According to (Wangsih et al., 2021) ,The results of hypothesis
testing on the independent variable leverage shows a
significance smaller than 0.05, which states that leverage
partially has an effect on financial. According to,(Giarto &
Fachrurrozie, 2020), Leverage is able to have a positive
significant ef- fect on financial distress. The result of this study
is in line with pecking order theory which states that a decli- ne
in the value of a company is due to high leverage which results
in a greater risk company suffering finan- cial difficulties. Assets
smaller than the debt owned by the company shows that most
of the company’s activities are financed by debt. High funding
through debt that is not accompanied by an increase in income
will make the company having trouble in paying debt and
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interest. Thus, the higher the leverage, the greater the risk of the
company’s inability to pay off debt so that the company will get
closer to difficult financial conditions. According to (Waqgas &
Md-Rus, 2018), This study has used leverage ratios to predict
financial distress. Results show that total equity to total liabilities
(TETL) and working capital to long-term debt (WCLD) ratios are
insignificant in predicting financial distress while total liabilities
to total assets (TLTA) ratio is significant with a positive
coefficient sign. Results further reveal that interest coverage
ratio (INTC) has a significantly negative relationship with
financial distress. This negative relationship illustrates that a firm
with the ability to service its interest payments can reduce the
probability of financial distress.

H1: Leverage has an effect on Financial distress

Current Ratio affects to financial distress

According to, (Normiati & Amalia, 2021),the test shows
that the probability value of the current ratio is smaller 0.05,
which means that the liquidity ratio as measured by the current
ratio has a significant positive effect on the prediction of financial
distress. These results indicate that there is a directly
proportional relationship between the independent variable and
the dependent variable. This means that the greater the
company's ability to finance debt, the greater the possibility of
financial distress. According to (Indriaty et al., 2019), Research
study proves that the financial ratios of the financial statement is
able to predict the financial distress and based on test results
from the logistic regression model of research that indicates that
the variable Current Ratio affect the financial distress. According
to (Sunaryo, 2021), Based on the of the research results that
have, it can be concluded that, Current Ratio partially has a
significant effect on Financial Distress. According to,(Mashudi et
al., 2021),the current liquidity ratio significantly impacts the
financial difficulties of infrastructure, utilities, and transportation
companies listed on the Indonesian Stock Exchange.

H2: Current Ratio has an effect on Financial distress

Operating Expenses Operating Income

(OEOQI) affect to financial distress

According to (Ferdiansyah & Widyarti, 2022). research
OEOI has a significance level which is more than 0.05. This
shows that OEOI does not have a significant effect on Financial
Distress. According to (Asyikin et al., 2018) Based on researsh
it can be seen that the value The significance value of 0.009 is
smaller than the significance, so it can be concluded, namely the
operational cost variable to operating income (OEQI) has a
significant effect on financial distress. The higher OEOI
increases financial distress. The OEOI variable which has a
positive (+) indicates that an increase in OEOQI has resulted in
sharia commercial banks tending to experience financial
distress. According to (Suidarma et al., 2022) Based on the
results of the study, the significance of the value of workload on
operating profit (OEOQI) is less than 0.05. So it can be concluded
that the variable running fee on working profit (OEOI) has an

effective effect on monetary distress.

H3: OEOI has an effect on financial distress

Effect of Firm size affect to financial distress

According to (Sunaryo, 2021). The results of the research on
the effect of company size on financial distress have an effect
because the sig value is obtained. smaller than 0.05. According
to,(Rianti & Yadiati, 2018), Based on the results of research that
has been done, conclude that company size has an effect, but
not significant on financial distress. According to (Wangsih et al.,
2021), that the size of the company which has a significance
value of less than 0.05, indicates that partially the size of the
company has a significant and negative effect on financial
distress in retail trading sub-sector companies listed on the
Indonesia Stock Exchange. According to (Susdaryo et al., 2021)
in this study states that the company size variable has a
negative effect on financial difficulties. Based on the results of
regression analysis, the firm size variable does not show a
significant effect on the financial distress variable. According to
the,(Liahmad et al., 2021) study, the results show that the
significance value of the size companies to financial distress
where the significance value is less than 0.05, it means that the
company size variable has an effect and is significant on
financial distress.

H4: Firm size has an effect on financial distress

Effect of sales growth affect to financial
distress

According to (Putri, 2021), based on the test results show
that the sales growth variable has a significance value that is
smaller than the 0.05 significance value, so it can be concluded
that sales growth has a negative effect on financial distress. This
means that the higher the sales growth rate of a company, the
lower the company's tendency to experience financial distress.
According to (Giarto & Fachrurrozie, 2020), the results of the
study stated that sales growth was not able to affect financial
distress. The results of this study are not in accordance with
signaling theory, the company's management measures can
provide guidelines for investors to see the company's
opportunities in the future. Companies with increased sales will
give a positive signal to potential investors that they have good
performance and opportunities in the future. So that it can be
considered by investors to decide to invest their funds in the
company. According to (Wangsih et al., 2021), the results of
hypothesis testing on the independent variable company size
show a significance value that is smaller than 0.05. Stating that
the size of the company partially affects financial distress.
According to (Wangsih et al., 2021), the results of the Sales
Growth hypothesis, which has a significance value greater than
0.05, indicate that sales growth has no effect on financial
distress in retail trading sub-sector companies listed on the
Indonesia Stock Exchange.

H5: Sales growth has an effect on financial distress.

QUALITY
Access to Success

Vol. 25, No. 199/ March 2024

266



ISSN:1582-2559

GENERAL MANAGEMENT

Leverage

Current ratio

OEOI

Firm Size

Sales Growth

Financial
Distress

Figure 1. research model

Research Method
Research design

Research design is a process needed by researchers to
solve research problems (compilation, implementation, and
report writing). This research is an activation process that aims
to find out something carefully, and critically and look for facts
using certain methods. The nature of this research is
quantitative research. Quantitative research is often defined as
a research model based on the philosophy of positivism, used
to research a particular population or sample. Researchers take
the nature of quantitative research in this study, the data to be

processed in the study is financial statements in the form of
numbers. The data used in this study is Panel data for the period
from 2018 to 2020 from the annual reports of transportation
equipment Industry listed on the IDX.

Population and Sample

The population in this study was 28 transportation
Equipment Industry listed on the Indonesia Stock Exchange.
Based on the sample criteria needed and used in this study,
there were 15 samples of transportation Equipment Industry that
could be used as samples in this study, namely:

Normality Test One-Sample Asymp. Sig. (2-tailed) ;
Kolmogorov-Smirnov 0.200
Test

Multicollinearity Variable Tolerance VIF

Coefficient Test Leverage 0,745 1,342
Current Ratio 0,450 2,221
OEOI 0,963 1,039
Firm Size 0,323 3,039
Sales Growth 0,523 1.912

Heteroscedasticity Test

Correlation is significant
at : 0.01 level (2-tailed).

0.01 level (2-tailed) :
0.065

Autocorrelation Test

Durbin Watson

1,651

Table 1.1. Classic assumption test
Source: IBM SPSS Statistics 23 (data processed)

Normality Test Results

A normal distribution test is a test to measure whether our
data has a normal distribution so that it can be used in
parametric statistics. The following are the results of the
research normality test, The results based on Figure 1.1 Based
on the results of the normality test with: One-Sample
Kolmogorov-Smirnov Test shows the Asymp value. Sig. (2-
tailed) ; 0.200, while the data normality requirements if the Sig
is more than 0.05, so that the data is declared normally
distributed.

Multicollinearity Test

The multicollinearity test aims to test whether the regression
model found a correlation between the independent variables.

To detect the presence or absence of multicollinearity symptoms
in this regression model by looking at the Variance Inflation
Factor (VIF). If the Variance Inflation Factor (VIF) VIF smaller 10
and the Tolerance value bigger 0.10, the model is free from
multicollinearity. A good regression model should not correlate
with independent variables (Ghozali, 2016).Based on table 1.1
above shows that the results of the multicollinearity test where
the independent variables are Leverage, Current Assets, OEOI,
Company Size, and Company Growth with a VIF value smaller
10 and a tolerance value bigger 0.10, it can be concluded that
there is no multicollinearity between the independent variable
and the variable. dependent.

Heteroscedasticity Test

His test aims to see whether in the regression model there is
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a variable inequality from other observations, it is still called
homoscedasticity and if it is called heteroscedasticity. To detect
the presence or absence of heteroscedasticity if the significance
value is greater than 0.05. According to table 1.1 based on the
results of the heteroscedasticity test, the significance value is
sig.0.065 so that Thus, it can be concluded that there is no
heteroscedasticity, so it can be said that this regression model

According to (Ghozali, 2016), the autocorrelation test aims
to test whether in the linear regression model there is a
correlation between the confounding error in period t and the
confounding error in period t-1 (previous). A good regression
model is a regression that is free from autocorrelation. Based on
the data in Table 1.1 above. The Durbin-Watson value in the
table above shows 1.651, while the dU value is 1.9018 and the

4-dU value is 2.0982 so that 1.651 < 1.9018 < 2.0982 So these
results indicate that there is no autocorrelation symptom in this
regression model.

is good.

Autocorrelation Test

B Std.dev |t Sig.

(Constant) 324,260 | 1778,3 -0,182 | 0,857
97

Leverage -0,607 0,248 2,443 0.025
Current Ratio 1,047 0,519 2,017 0.059
OEOI 3,209 0,471 3,148 0.006
Firm Size 0,181 0,071 0,274 0,787
Sales Growth -0,101 -0,039 -0,190 | 0,851
R

0,783
Adj. R Square

0,505
F-Statistics -

Table 1.2. Use data panel regression analysis
Source: IBM SPSS Statistics 23 (data processed)

Based on table 1.2. The coefficient of determination (R2)
shows the value of Adjusted R Square (R2) of 0.505. This
indicates that the dependent variable of financial distress can be
explained by the independent variables (leverage, current ratio,
OEOI, Firm size, and sales growth) of 50.5 percent while other
variables from this study influence 49.5 percent.

4. Results And Disccusion
The Effect of Leverage on Financial Distress

Based on the Table 1.2 t-test, the Leverage ratio in this study
through the Debt to Equity Ratio has a significant level of 0.025.
This shows that the significant level of the leverage ratio is less
than 0.05, so it can be said that the leverage ratio has a
significant negative effect on financial distress. In this case,
leverage has a negative effect on financial distress because
even though the company has a lot of debt but the company is
still able pay off the debt and interest on the debt. Shows that
even though the company have a large amount of debt, the
company remains have good performance. So if the level debt
obligations are high, the circumstances leading to in financial
distress it can actually decrease because the company is still
said to be able to pay the company interest. But if not
immediately addressed then there can be financial distress. The
results of this study are supported by,(Dianova & Nahumury,
2019), (Saputri & Asrori, 2019) and (Kazemian et al., 2017).
Meanwhile,(Normiati & Amalia, 2021) based on the results of
DAR Hypothesis test or Debt Asset Ratio to Financial Distress
shows that the value is significantly less than 0.05, which means
the current ratio has a significant positive effect on the prediction
of financial distress. These results indicate that there is a directly
proportional relationship between the independent variable and

the dependent variable. This means that if the intensity of the
use of debt in financing a company is greater, then the possibility
of financial distress will be even greater. This research is
supported by (Susdaryo et al., 2021), which states that in this
study states that the leverage variable has a positive effect on
financial distress. Based on the results of the regression
analysis, the leverage variable shows a positive effect on
financial distress.

Effect of Current Ratio on Financial Distress

Based on the Table 1.2 t-test, it was found that the disclosure
value of the Current Ratio in this study has a significant level of
0.059. This indicates that the significant level of the current ratio
is 0.05, so it can be said that the current ratio has no positive
and insignificant effect on financial distress. With every
decrease in the current ratio, the possibility of the company
experiencing financial distress is getting bigger. A high current
ratio describes a high the company's ability to pay off current
debt by using its current assets The larger the current ratio
value, the smaller the potential for financial distress company
because the company has a number of current assets such as
cash or cash used to pay off its debts and finance its operational
activities both in the period transactions or future periods so that
the company does not experience financial difficulties or
threatened their business continuity.The current Ratio has no
significant effect on Financial Distress. This is because the
companies that are the sample in this study can fund the
company's operations in meeting short-term (debt) obligations
with its current debts. Therefore the company manages current
debt with its assets properly so that financial distress does not
occur. This research was supported by,(Dianova & Nahumury,
2019),(Saputri & Asrori, 2019),and (Liahmad et al., 2021) and
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(Anue Kuraesin,Sussy Susanti, 2021) Based on the
research,(Normiati & Amalia, 2021) shows that the probability
value of the current ratio is smaller; 0.05 (a = 5%) which means
that the liquidity ratio as measured by the current ratio has a
significant positive influence on the prediction of financial
difficulties. These results indicate that there is a directly
proportional relationship between the independent variable and
the dependent variable. This means that the greater the
company's ability to finance debt, the greater the possibility of
financial distress. This is usually seen from how much the
company puts large amounts of funds on the current assets side
to meet short-term obligations that will soon mature. The
research are supported by (Sunaryo, 2021),(Lumbantobing,
2020),(Thim et al., 2011),(Susdaryo et al., 2021),and (Kazemian
etal., 2017)

The Effect of OEOI on Financial Distress

Based on the Table 1.2 t-test, the value of OEOI disclosure in
this study has a significant level of 0.006. This indicates that the
significant level of OEQI is not more than 0.05, so it can be said
that OEOI has a significant positive effect on financial distress.
This shows that the OEOI has an effect on financial distress,
the positive effect means that the higher the BOPO ratio, the
higher the financial distress and conversely, the smaller the
BOPO ratio, the better the condition of a company. If a company
has a high OEOI ratio, then the company cannot operate
efficiently because this high ratio indicates the amount of
operating costs that must be incurred by the company to obtain
operating income. A large number of operations will reduce the
company's profit or profit because operating costs or expenses
act as a deduction factor on the income statement. Companies
must be able to suppress their operational activities so that the
funds used can create profits from other activities. The research
results are supported by,(Suidarma et al., 2022) and (Asyikin et
al., 2018). According to (Zahronyana & Mahardika, 2018).
Based on the partial test results that OEOI variable has a
significance value of 0.398. It means that the Operational Cost
of Operating Income (OEOI) has no effect on financial distress.
This means that the higher the OEOI, the higher the probability
of a bank to experience financial distress. The research results
are supported by, (Ferdiansyah & Widyarti, 2022) and (Amalia et
al., 2020)

The Influence of Firm Size on Financial

Distress

Based on Table 1.2 t-test, the value of company size
disclosure in this study has a significant level of 0.787 or greater
than 0.05, so it can be said that firm size has no effect on
financial distress. This study shows that the high and low size of
the company does not prove that the company will avoid
financial problems depending on how the company manages
the company well and efficiently. Firm size proxied by Ln Total
Assets does not affect financial distress, this means that no
matter how big the total assets are, the company cannot avoid
the possibility of financial distress. The research results are
supported by (Indriaty et al., 2019). According to (Wangsih et al.,
2021) The results of hypothesis testing on the independent
variable company size show a significance value smaller than
0.05. This shows that the size of the company has an effect on
financial distress received. This means that the greater the total
assets owned by a company, the less likely the company is to
experience financial distress.This research is supported by
(Rianti & Yadiati, 2018),(Abdu, 2022),(Liahmad et al,

2021),(Thim et al., 2011) and (Susdaryo et al., 2021).

The Influence of
Financial Distress

Sales Growth Against

Based on the t-test of Table 1.2, the disclosure value of sales
growth through sales growth in this study has a significant level
of 0.851. This shows that the significant level of sales growth is
greater than 0.05. This means that sales growth has no impact
on financial distress. The company's growth as measured by the
sales growth ratio reflects the ability to increase its sales from
time to time. This is because fluctuations in the value of sales
growth have no impact on financial distress. because it is
balanced by the increase and decrease in operational costs so
that it will create profits. Sales Growth does not affect Financial
Distress. This could be because this company has relatively
stable sales and it is safer to obtain loans so that it can bear the
burden if sales are unstable. Companies that have high sales
growth values can maintain their viability of the company
because the company's profits are increasing. The research
results are supported by (Wangsih et al., 2021),(Giarto &
Fachrurrozie, 2020),(Dianova & Nahumury, 2019) and (Normiati
& Amalia, 2021), According to,(Putri, 2021) Based on the test
results using multiple linear regression, it shows that the sales
growth variable has a regression significance level of 0.007,
which is smaller than the significant value of 0.05, so it can be
concluded that sales growth has effect negative on financial
distress. This shows that the higher the level of sales growth a
company has, the lower the company's tendency to experience
financial distress. The research results are supported
by,(Sitanggang et al., 2021).

5. Conclusions

Based on the results of research, theoretical studies, and
data processing, it can be concluded as follows:

Leverage (DER) has a significant effect on financial distress.
High leverage results in the value of financial distress in the
company getting smaller, because the company can utilize its
debt properly for the company's operational activities so that it
will not be at risk of experiencing financial distress. Liquidity
(Current Ratio) has no significant effect on financial distress.
Insignificance of the liquidity ratio can also occur because the
company has low current liabilities and is more concentrated on
long-term liabilities, so it does not affect the company's
condition. The OEOI variable has a significant effect on financial
distress. The greater the OEOI value, the more inefficient the
company's management in managing its operational costs.
OEOI which tends to increase continuously shows that the
company's management is not able to maximize revenue to
cover its operational costs. Firm size has no effect but is not
significant on financial distress. This can be caused by
companies that have total assets, large or small, have many
partners and have a high level of investment, but it can also be
caused by economic conditions that change every year which
allows companies to experience financial pressure. Sales
growth has no and no significant effect on financial distress. In
this case, the higher the level of sales does not automatically
increase the company's profit because of high operational costs
so that it does not have an impact on financial distress.
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6. Limitations

Limitations in this study largely arise from the use of
secondary data of only three years. The data selected is only
transportation industry data with only five variables . Thus, it is
not possible to identify the exact role of distress. Also, given the
cross-sectional nature of the survey, it is not possible to
ascertain causality. Despite these limitations, this manuscript
provides empirical evidence and theoretical framework in the
study of the relationship between Leverage, current Ratio,
OEOQI, firm size and sales growth. In addition, it highlights the
importance. of. How .companies. avoid. distress.
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