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Abstract 

 

Financial distress refers to a decline in a company’s financial condition that must be detected 

early before it develops into bankruptcy or liquidation. Although the food and beverage 

subsector plays an important role in the Indonesian economy, companies in this sector still 

face risks due to economic instability, suboptimal liability management, and low asset 

efficiency. This study aims to analyze the effect of liquidity, leverage, profitability, and 

activity on financial distress in food and beverage subsector companies listed on the 

Indonesia Stock Exchange during the 2020–2024 period. Signal theory is used to explain the 

role of financial ratios as information for investors and creditors in assessing the risk of 

corporate financial failure. This research employs a descriptive quantitative approach using 

secondary data from annual reports and financial statements. The sample is selected through 

purposive sampling. Data analysis includes descriptive statistics, classical assumption tests, 

and multiple linear regression to examine the effect of independent variables on financial 

distress. The findings are expected to provide practical benefits for management in 

formulating effective financial risk prevention strategies. 
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INTRODUCTION 

The food and beverage industry is a manufacturing subsector that makes a significant 

contribution to Indonesia’s economy. In the first quarter of 2025, this sector accounted for 

approximately 41.15% of the non-oil and gas industrial GDP and 7.2% of national GDP 

(Investing, 2025). During the COVID-19 pandemic, the sector remained resilient while many 

other sectors experienced contraction (Saleh, 2020), and subsequently showed recovery 

marked by increased production and domestic consumption (Handoyo, 2021). In 2023, its 

exports reached USD 41.7 billion, making it one of the country’s key sources of foreign 

exchange earnings (Deny, 2023). The government has also designated this sector as a priority 

for development to support national economic growth (Widianto, 2021). 

Although this sector is relatively resilient, intense competition and economic 

fluctuations require companies to remain vigilant regarding the risk of declining financial 

health. One of the primary risks that must be detected early is financial distress, which refers 

to a deterioration in financial condition prior to bankruptcy or liquidation, serving as an early 

warning signal for management to implement corrective actions (Anisa et al., 2023; Kalbuana 

et al., 2022). Its indicators can be observed through a sustained decline in profitability and 

weakening liquidity, reflected in difficulties in meeting obligations to creditors (Anisa et al., 

2023). Therefore, companies need to conduct in-depth financial analysis to identify the 

potential for financial distress at an early stage (Kalbuana et al., 2022). 

The phenomenon of financial distress in the food and beverage subsector can be 

observed in the case of PT Tiga Pilar Sejahtera Food Tbk. The company recorded a net loss 

of IDR 60 billion in the third quarter of 2020, although this was lower compared to the 

previous period (Saleh, 2020). This financial pressure continued into 2022 when AISA again 

experienced a loss of IDR 62.36 billion, indicating that the improvement in its financial 

condition had not been fully achieved (CNBC Indonesia, 2023). 

A similar phenomenon was experienced by PT Tri Banyan Tirta Tbk, a bottled water 

issuer listed on the Indonesia Stock Exchange. In the first half of 2024, the company recorded 

an increase in net losses from IDR 6.28 billion to IDR 10.77 billion (Rhamadanty, 2023). 

The company also faced a Suspension of Debt Payment Obligation (PKPU) lawsuit due to 

debts amounting to IDR 10.5 billion (CNBC Indonesia, 2024). To improve cash flow 

conditions, ALTO undertook financial restructuring and divested its manufacturing assets 

(Investing, 2025). These conditions indicate significant financial pressure and suggest a 

potential risk of financial distress. 

In 2024, PT Indofood Sukses Makmur Tbk also experienced financial pressure, 

marked by a net loss of IDR 119 billion in the fourth quarter, in contrast to its previously 

profitable performance. This condition was mainly driven by foreign exchange losses due to 

the depreciation of the Indonesian rupiah against the US dollar, as well as losses from 

overseas associated entities, which further weakened the company’s financial position. To 

maintain profitability amid challenging market conditions, the company needs to strictly 

control operating costs even though revenue continues to increase (Nabila, 2025). 

Recurring losses indicate a persistent threat to firms’ financial health and demonstrate 

that the food and beverage subsector continues to face a risk of financial distress. This 

condition reinforces the importance of early detection through comprehensive financial 

analysis, enabling management to identify potential problems and formulate corrective 

strategies before the situation deteriorates further. 
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One of the most commonly used methods to analyze the potential for financial distress 

is financial ratio analysis, which reflects a company’s liquidity, leverage, profitability, and 

activity. Liquidity ratios indicate a company’s ability to meet its short-term obligations 

(Kasmir, 2022). Leverage ratios measure the extent to which a company’s assets are financed 

by debt. Profitability ratios assess the company’s ability to generate profits within a specific 

period, while activity ratios measure the efficiency of a company’s daily operational 

performance (Kasmir, 2022). 

Theoretically, this study is based on signaling theory. One credible signal in this 

context is a high level of leverage. This is because an increase in debt is associated with a 

higher risk of bankruptcy, meaning that only firms with strong performance and good 

prospects tend to be willing to use large amounts of debt. Conversely, financially weaker 

firms are unable to imitate this signal due to their limited financial capacity. Thus, investors 

can differentiate firm quality through the company’s capital structure. 

In this context, financial distress is considered a negative signal that firms aim to 

avoid, while healthy financial ratios—such as controlled leverage, high profitability, strong 

liquidity, and efficient activity—serve as positive signals that indicate financial soundness 

and business sustainability to the market. 

Various studies have examined the determinants of financial distress; however, the 

results remain inconsistent. Anisa et al. (2023) found that liquidity, leverage, and activity 

significantly affect financial distress in food and beverage companies during the 2017–2021 

period, while profitability has no significant effect. The study also indicates differences in 

financial ratios before and during the COVID-19 pandemic. 

Meanwhile, Fildzah and Rachmawati (2025), in their study of food and beverage 

companies during the 2021–2023 period, found that the effect of financial ratios depends on 

the proxies used. The current ratio has a negative effect on financial distress, whereas the 

quick ratio shows a positive effect. For profitability, return on assets has a negative effect, 

while return on equity does not exhibit a negative effect on financial distress. 

Wahyuni et al. (2025) reported different findings in state-owned enterprises (SOEs) 

during the 2018–2022 period. Liquidity was found to have a significant negative effect on 

financial distress, while profitability showed a significant positive effect. Meanwhile, 

leverage was found to have a significant negative effect on financial distress. 

These findings indicate inconsistencies in the results (research gap) regarding the 

factors influencing financial distress. The divergent results, particularly in profitability and 

leverage, suggest that this issue remains relevant for further investigation within specific 

sectors and periods. This study is based on the works of Anisa et al. (2023), Fildzah & 

Rachmawati (2025), and Wahyuni et al. (2025). 

Food and beverage subsector companies listed on the Indonesia Stock Exchange 

during the 2020–2024 period were selected because they make a major contribution to the 

Indonesian economy, yet still face the risk of financial distress. The case of losses 

experienced by PT Tiga Pilar Sejahtera Food Tbk in 2020 and 2022 demonstrates that not all 

companies in this subsector maintain sound financial conditions. This situation highlights the 

need for a more in-depth analysis to comprehensively identify the factors influencing 

financial distress. The selection of several companies within this subsector is expected to 

provide an overall picture of industry financial conditions as well as variations in 

performance among firms. 
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This study aims to examine the effect of liquidity, leverage, profitability, and activity 

on financial distress in food and beverage subsector companies listed on the Indonesia Stock 

Exchange during the 2020–2024 period. The focus on financial ratios is expected to provide 

a more comprehensive understanding of financial health signals for both management and 

investors, as well as to support strategic decision-making in mitigating financial distress risk. 

The strength of this study lies in its specific subsector focus and its coverage of a 

period that includes the COVID-19 pandemic, thereby capturing more comprehensive 

financial dynamics. In addition, this research employs four key financial ratio variables to 

provide a more holistic evaluation of financial distress potential, while also updating previous 

findings using different samples and time periods. 

The findings of this study are relevant for corporate management, investors, and other 

stakeholders. Management can use the results as a basis for formulating preventive and 

corrective strategies, while investors can utilize them to assess the financial health of 

companies more accurately. Thus, this study provides both academic and practical 

contributions in understanding the factors influencing financial distress in the food and 

beverage subsector. 

 

REVIEW OF LITERATURE 

Signaling Theory 

Signaling theory explains how companies reduce information asymmetry by 

providing financial information to investors and creditors (Spence, 1973). Positive signals, 

such as strong liquidity, profitability, and operational performance, can increase market 

confidence and indicate better financial conditions. Conversely, weak financial signals may 

increase the risk of financial distress (Ramadini, 2023; Dewi et al., 2022; Anisa et al., 2023). 

Financial Distress 

According to Altman and Hotchkiss (2005), financial distress refers to a condition in 

which a company is unable to meet its financial obligations on time, which may ultimately 

lead to bankruptcy if not promptly addressed. This condition reflects a significant decline in 

liquidity and solvency, making it difficult for the company to obtain funding, maintain 

investor confidence, and sustain its operational activities (Ramadini, 2023). 

Liquidity Ratio 

Liquidity ratios measure a company’s ability to meet short-term obligations (Kasmir, 

2022). The current ratio, calculated by dividing current assets by current liabilities, is 

commonly used to assess liquidity. A higher current ratio indicates better short-term financial 

capacity and may reduce the risk of financial distress, especially in the food and beverage 

sector (Dewi et al., 2022; Anisa et al., 2023). Conversely, a low current ratio may signal 

financial difficulties. 

Leverage Ratio 

Leverage ratios are used to measure a company’s ability to meet all of its obligations, 

both short-term and long-term, in the event of liquidation (Kasmir, 2022). The debt-to-equity 

ratio is commonly used to assess the proportion of debt relative to equity and is calculated 

by dividing total debt by total equity (Anisa et al., 2023). According to Kasmir (2019), a high 

debt-to-equity ratio indicates greater financial risk because the company must bear higher 

interest expenses and debt obligations, which may threaten business continuity. In addition, 
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Fachrudin and Ihsan (2021) stated that a high debt-to-equity ratio may increase the likelihood 

of financial distress, particularly when economic and market conditions weaken. 

Profitability Ratio 

Profitability ratios are used to assess a company’s ability to generate profits and 

evaluate management effectiveness (Kasmir, 2022). Return on Assets (ROA) is commonly 

used as the main indicator because it reflects the effectiveness of asset utilization in 

generating net income. ROA is calculated by dividing net income by total assets. A higher 

ROA indicates better asset management and may reduce the risk of financial distress 

(Fachrudin & Ihsan, 2021; Ramadini, 2023). However, Anisa et al. (2023) found that 

profitability did not have a significant effect on financial distress during the COVID-19 

pandemic, suggesting that external factors may also influence a company’s financial 

condition. 

Activity Ratio 

Activity ratios are used to measure a company’s effectiveness in utilizing its assets 

and to assess its ability to carry out daily operational activities (Kasmir, 2022). One 

commonly used indicator is Total Asset Turnover (TATO), which measures the efficiency of 

total asset utilization and is calculated by dividing net sales by total assets (Wijaya & Melly, 

2024). The study by Wijaya and Melly (2024) found that a strong activity ratio may reduce 

the risk of financial distress by improving asset-use efficiency and accelerating capital 

turnover. 

 

RESEARCH METHOD 

This study employs a quantitative approach grounded in the philosophy of positivism to 

examine the relationships among variables through statistical analysis. The approach is 

intended to test hypotheses regarding the effects of liquidity, leverage, profitability, and 

activity ratios on financial distress among food and beverage subsector companies listed on 

the Indonesia Stock Exchange (IDX) during the 2020–2024 period. This study adopts a 

deductive approach, in which existing theories are tested using empirical data derived from 

corporate financial statements. 

The study is classified as descriptive and causal associative research. The descriptive 

method is used to provide an overview of the research variables, while the causal associative 

method is applied to analyze the cause-and-effect relationships between the independent 

variables and financial distress. The data used in this study are secondary data obtained from 

annual financial reports published by the Indonesia Stock Exchange and the official websites 

of the respective companies. 

This study uses panel data, combining cross-sectional and time-series data over the 

2020–2024 period. The population consists of all food and beverage subsector companies 

listed on the Indonesia Stock Exchange. The sample was selected using purposive sampling 

based on predetermined criteria, resulting in 68 companies and a total of 340 observations. 

The data were analyzed using panel data regression analysis, which included descriptive 

statistics, classical assumption tests, model selection tests involving the Common Effect 

Model, Fixed Effect Model, and Random Effect Model, as well as hypothesis testing through 

the F-test, t-test, and coefficient of determination. The entire analysis was conducted to 

determine the simultaneous and partial effects of the independent variables on financial 

distress. 
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Research Hypothesis   

Based on the conceptual framework above, the hypotheses of this study are 

formulated as follows: 

H1: Liquidity ratio (X1) has a negative effect on financial distress. This means that the higher 

a company’s liquidity, the lower the risk of experiencing financial distress. 

H2: Leverage ratio (X2) has a positive effect on financial distress. The higher the use of debt 

(leverage), the greater the likelihood that a company will experience financial distress. 

H3: Profitability ratio (X3) has a negative effect on financial distress. Higher profitability 

reduces the risk of financial difficulties. 

H4: Activity ratio (X4) has a negative effect on financial distress. Higher efficiency in asset 

utilization reduces the likelihood of a company experiencing financial distress. 

Research Model   

This study examines the effects of liquidity (X1), leverage (X2), profitability (X3), 

and activity ratio (X4) on financial distress (Y). Based on signaling theory, these financial 

ratios provide information about a company’s financial condition. Previous studies also 

indicate that financial ratios are related to financial distress, forming the basis for the 

proposed hypotheses (Spence, 1973; Anisa et al., 2023; Ramadini, 2023; Wijaya & Melly, 

2024). 

 

 

RESULTS AND DISCUSSION 

Panel Data Regression Analysis 

This study uses panel data regression in EViews to examine the effects of CR, DER, 

ROA, and TATO on financial distress measured by the modified Altman Z-Score. The 

analysis includes classical assumption tests and model selection using the Chow, Hausman, 

and Lagrange Multiplier tests. 

Classical Assumption Test 

Multicollinearity Test 

According to Ghozali and Ratmono (2017), The multicollinearity test examines 

whether independent variables are highly correlated in a regression model (Ghozali & 

Ratmono, 2017). A correlation value above 0.80 indicates multicollinearity, while a value 

below 0.80 indicates that the model is free from multicollinearity. 
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Table 1.  

Multicollinearity Test Results 

 X1 (CR) X2 (DER) X3 (ROA) X4 (TATO) 

X1 (CR) 1.000000 -0.136996 -0.025322 0.031739 

X2 (DER) -0.136996 1.000000 -0.010605 -0.026051 

X3 (ROA) -0.025322 -0.010605 1.000000 0.003683 

X4 (TATO) 0.031739 -0.026051 0.003683 1.000000 

Source: Data Processed Using EViews (2026) 

Based on the test results presented in Table 1, all correlation coefficients among the 

independent variables are below 0.80. The highest correlation is observed between the Debt-

to-Equity Ratio (X2) and the Current Ratio (X1), with a value of −0.136996, which remains 

far below the tolerance threshold. Therefore, it can be concluded that there is no indication 

of multicollinearity, and the regression model fulfills the classical assumption. 

Heteroscedasticity Test 

Table 2.  

Heteroscedasticity Test Results 

Variable Coefficient Std. Error t-Statistic Prob.   

C 0.955258 0.095542 9.998306 0.0000 

X1_CR -0.011233 0.027160 -0.413595 0.6794 

X2_DER -0.008155 0.010121 -0.805755 0.4210 

X3__ROA -0.006368 0.008461 -0.752635 0.4522 

X4_TATO -0.048867 0.038998 -1.253082 0.2110 

Source: Data Processed Using EViews (2026) 

Based on the heteroscedasticity test results presented in Table 2, all independent 

variables have probability values above 0.05, namely CR (0.6794), DER (0.4210), ROA 

(0.4522), and TATO (0.2110). This indicates that H0 is accepted, meaning that there is no 

heteroscedasticity problem in the model. Therefore, the regression model is considered 

appropriate for panel data analysis. 

Panel Data Regression Model Selection 

Common Effect Model or Fixed Effect Model Significance Test 

The Chow test is used to determine the most appropriate model between the Common 

Effect Model (CEM) and the Fixed Effect Model (FEM) in panel data analysis. The 

hypotheses are formulated as follows: H0: CEM and H1: FEM. 

The decision is based on the Cross-section Chi-square probability value. If the probability 

value is less than 0.05, H0 is rejected and the FEM is selected. Conversely, if the probability 

value is greater than 0.05, H0 is accepted and the CEM is selected. 

Tabel 3  

Chow Test Results 

Effects Test Statistic   d.f.  Prob.  

Cross-section F 27.044709 (67,268) 0.0000 

Cross-section 

Chi-square 

696.705567 67 0.0000 

Source: Data Processed Using EViews (2026) 
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Based on the Chow test results presented in Table 3, the Cross-section Chi-square 

probability value is 0.0000, which is below 0.05. Therefore, H0 is rejected and H1 is 

accepted. Accordingly, the Fixed Effect Model (FEM) is selected as the appropriate panel 

data regression model for this study. 

Fixed Effect Model or Random Effect Model Significance Test 

The Hausman test is used to determine the most appropriate model between the Fixed 

Effect Model (FEM) and the Random Effect Model (REM) in panel data analysis. The 

hypotheses are formulated as follows: H0: REM and H1: FEM. 

The decision is based on the cross-sectional random probability value. If the 

probability value is less than 0.05, H0 is rejected and the FEM is selected. Conversely, if the 

probability value is greater than 0.05, H0 is accepted and the REM is selected. 

Table 4  

Hausman Test Results 

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.  

Cross-section 

random 

26.368690 4 0.0000 

Source: Data Processed Using EViews (2026) 

Based on the Hausman test results presented in Table 4, the Cross-section random 

probability value is 0.0000, which is below 0.05. Therefore, H0 is rejected and H1 is 

accepted. Accordingly, the Fixed Effect Model (FEM) is selected as the appropriate panel 

data regression model for this study. 

Results of Panel Data Regression Model Selection 

Based on the results of the Chow test and Hausman test, it can be concluded that the 

Fixed Effect Model (FEM) is the most appropriate panel data regression model used in this 

study. 

Table 5  

Fixed Effect Model Significance Test Results 

Variable Coefficient Std. Error t-Statistic Prob.   

C 0.942839 0.220076 4.284152 0.0000 

X1_CR  

1.139419 
 

0.083349 13.67041 0.0000 

X2_DER -0.030315 0.016869 -1.797069 0.0735 

X3__ROA 0.009171 0.013703 0.669246 0.5039 

X4_TATO 0.149451 0.077066 1.939271 0.0535 

Source: Data Processed Using EViews (2026) 

Based on the test results presented in Table 5, the panel data regression equation is 

formulated as follows: 

FD = 0.942839 + 1.139419X1 - 0.030315X2 + 0.009171X3 + 0.149451X4 + e 

Where: 

FD = Financial Distress 

X1 = Liquidity Ratio 

X2 = Leverage Ratio 

X3 = Profitability Ratio 



Indonesian Interdisciplinary Journal of Sharia Economics (IIJSE)                Vol. 9. No. 2 (2026) 

e-ISSN: 2621-606X        Page: 13661-13674 

 

The Effect of Liquidity, Leverage, Profitability, and Activity….. 13669 

 

X4 = Activity Ratio 

e = Error Term 

The panel data regression equation can be interpreted as follows: 

1. The constant value (C) of 0.942839 indicates that when all independent variables are 

equal to zero, the financial distress value is 0.942839. 

2. The liquidity coefficient (X1) of 1.139419 indicates that a one-unit increase in liquidity 

will increase financial distress by 1.139419, assuming that the other variables remain 

constant. 

3. The leverage coefficient (X2) of −0.030315 indicates that a one-unit increase in leverage 

will decrease financial distress by 0.030315, assuming that the other variables remain 

constant. 

4. The profitability coefficient (X3) of 0.009171 indicates that a one-unit increase in 

profitability will increase financial distress by 0.009171, holding the other variables 

constant. 

5. The activity ratio coefficient (X4) of 0.149451 indicates that a one-unit increase in 

activity will increase financial distress by 0.149451, assuming that the other variables 

remain constant. 

Hypothesis Testing 

Coefficient of Determination Analysis (R²) 

The coefficient of determination test is used to measure the ability of the model to 

explain variations in the dependent variable (Ghozali & Ratmono, 2017). Its value ranges 

from 0 to 1, where a low value indicates that the independent variables have limited ability 

to explain the dependent variable, while a value closer to 1 indicates that the model has a 

stronger explanatory ability. In this study, the coefficient of determination is measured using 

the Adjusted R-squared value. 

Tabel 6  

Coefficient of Determination (𝑹𝟐) 

Root MSE 1.361948 R-squared 0.946328 

Mean dependent var 3.590283 Adjusted R-squared 0.932109 

S.D. dependent var 5.887457 S.E. of regression 1.534025 

Akaike info criterion 3.879238 Sum squared resid 630.6664 

Schwarz criterion 4.690073 Log likelihood -587.4705 

Hannan-Quinn criter. 4.202321 F-statistic 66.55396 

Durbin-Watson stat 1.499169 Prob(F-statistic) 0.000000 

Source: Data Processed Using EViews (2026) 

Based on Table 6, the Adjusted R-squared value of 0.932109 (93.21%) indicates that 

liquidity, leverage, profitability, and activity ratios are able to explain 93.21% of the variation 

in financial distress, while the remaining 6.79% is influenced by other factors outside the 

model. 

Furthermore, the F-statistic test is used to determine the simultaneous effect of the 

independent variables on the dependent variable. The hypotheses are formulated as follows: 
H0 states that all independent variables do not simultaneously affect the dependent variable, 

whereas H1 states that all independent variables simultaneously affect the dependent 
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variable. Based on Table 5, the Prob(F-statistic) value is 0.000000, which is below 0.05; 

therefore, H0 is rejected. Thus, liquidity, leverage, profitability, and activity ratios 

simultaneously have a significant effect on financial distress. 

t-Test Result 

The t-statistic test is used to examine the partial effect of each independent variable 

on the dependent variable. The hypotheses are formulated as follows: H0 states that an 

independent variable has no significant partial effect on the dependent variable, whereas H1 

states that an independent variable has a significant partial effect on the dependent variable. 

The decision criterion is based on the probability value: if the probability value is less than 

0.05, H0 is rejected and H1 is accepted; conversely, if the probability value is greater than 

0.05, H0 is accepted and H1 is rejected. 

Table 6  

Partial Significance Test Results (t-Test) 

Variable Coefficient Std. Error t-Statistic Prob. 

C 0.942839 0.220076 4.284152 0.0000 

X1_CR  

1.139419 
 

0.083349 13.67041 0.0000 

X2_DER -0.030315 0.016869 -1.797069 0.0735 

X3__ROA 0.009171 0.013703 0.669246 0.5039 

X4_TATO 0.149451 0.077066 1.939271 0.0535 

Source: Data Processed Using EViews (2026) 

Based on the t-test results, the liquidity variable (X1) has a probability value of 

0.0000, which is below 0.05. Therefore, liquidity has a significant positive effect on financial 

distress, with a coefficient of 1.139419. Meanwhile, leverage (X2) has a probability value of 

0.0735, profitability (X3) has a probability value of 0.5039, and activity ratio (X4) has a 

probability value of 0.0535. Since all of these values are greater than 0.05, leverage, 

profitability, and activity ratio do not have a significant partial effect on financial distress. 

Discussion 

The Effect of Liquidity on Financial Distress 

Based on the t-test results presented in Table 6, liquidity, as measured by the Current 

Ratio (CR), has a probability value of 0.0000, which is below 0.05. Therefore, Ha is accepted 

and H0 is rejected. This indicates that liquidity has a significant effect on financial distress 

among food and beverage subsector companies listed on the Indonesia Stock Exchange 

during the 2020–2024 period. The positive regression coefficient of 1.139419 indicates a 

positive relationship, meaning that higher liquidity leads to a higher Z-Score, which reflects 

a healthier financial condition and a lower risk of financial distress. 

This finding is consistent with signaling theory, in which high liquidity provides a 

positive signal to investors and creditors regarding a company’s ability to meet its short-term 

obligations. The result is also consistent with the studies conducted by Putri and Hendrani 

(2024), Ramadini (2023), and Anisa et al. (2023), which found that liquidity has a significant 

effect on financial distress. However, this result differs from the findings of Tungga Dewi et 

al. (2022) and Pranita and Kristanti (2020), who found that liquidity did not have a significant 

effect on financial distress. These differences indicate inconsistencies in the findings of 

previous studies. 
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The Effect of Leverage on Financial Distress 

Based on the t-test results presented in Table 6, leverage, as measured by the Debt-

to-Equity Ratio (DER), has a probability value of 0.0735, which is greater than 0.05. 

Therefore, H0 is accepted and Ha is rejected. This indicates that leverage does not have a 

significant effect on financial distress among food and beverage subsector companies listed 

on the Indonesia Stock Exchange during the 2020–2024 period. 

From the perspective of signaling theory, this result suggests that a high proportion 

of debt is not always perceived as a negative signal, as it may reflect management’s optimism 

regarding the company’s ability to meet its debt obligations. In the food and beverage sector, 

creditors’ willingness to provide financing may also indicate the company’s credibility. 

Therefore, fluctuations in the DER do not directly trigger financial distress or lead to a 

decline in the Z-Score. This finding is consistent with the studies conducted by Ramadini 

(2023), Fildzah and Rachmawati (2025), and Wijaya and Melly (2024), which found that 

leverage had no significant effect on financial distress. However, this result differs from the 

findings of Putri and Hendrani (2024), Anisa et al. (2023), and Tungga Dewi et al. (2022), 

who reported that leverage had a significant effect on financial distress. 

The Effect of Profitability on Financial Distress 

Based on the t-test results presented in Table 6, profitability, as measured by Return 

on Assets (ROA), has a regression coefficient of 0.009171 and a significance value of 0.5039, 

which is greater than 0.05. Therefore, H0 is accepted and Ha is rejected. This indicates that 

profitability does not have a significant effect on financial distress among food and beverage 

subsector companies listed on the Indonesia Stock Exchange during the 2020–2024 period. 

From the perspective of signaling theory, profit should serve as a positive indicator 

of a company’s performance. However, during the 2020–2024 period, this signal may not 

have been strong enough to influence the level of financial distress. Post-pandemic economic 

instability may have caused corporate profits to fluctuate and to be used primarily to sustain 

operational activities rather than to strengthen capital or retained earnings. As a result, 

profitability did not have a meaningful effect on improving the Z-Score. This finding is 

consistent with Anisa et al. (2023), who found that profitability did not significantly affect 

financial distress. However, it differs from the findings of Putri and Hendrani (2024), 

Ramadini (2023), and Fildzah and Rachmawati (2025), who reported that profitability had a 

significant effect on financial distress. 

The Effect of Activity Ratio on Financial Distress 

Based on the t-test results presented in Table 6, activity ratio, as measured by Total 

Asset Turnover (TATO), has a regression coefficient of 0.149451 and a significance value 

of 0.0535, which is greater than 0.05. Therefore, H0 is accepted and Ha is rejected. This 

indicates that activity ratio does not have a significant effect on financial distress among food 

and beverage subsector companies listed on the Indonesia Stock Exchange during the 2020–

2024 period. 

This result suggests that the efficiency of asset utilization in generating sales has not 

yet become a determining factor in the level of financial distress. In the food and beverage 

industry, an increase in asset turnover does not always improve financial health because it 

may be accompanied by rising raw material and operating costs. As a result, the cash flow 

generated may be largely absorbed by short-term operational needs and may not significantly 

affect the Z-Score. This finding is consistent with Lumbantobing (2020) and Tungga Dewi 
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et al. (2022), who found that activity ratio did not significantly affect financial distress. 

However, it differs from the findings of Anisa et al. (2023) and Wijaya and Melly (2024), 

who reported that activity ratio had a significant effect on financial distress. 

 

CONCLUSION 

This study examined the effects of liquidity, leverage, profitability, and activity ratios 

on financial distress among food and beverage subsector companies listed on the Indonesia 

Stock Exchange during the 2020–2024 period. The sample was selected using purposive 

sampling and consisted of 68 companies observed over five years, resulting in 340 

observations. The descriptive statistics indicated that liquidity data were relatively 

homogeneous, whereas leverage, profitability, activity, and financial distress showed greater 

variability. The F-test results demonstrated that liquidity, leverage, profitability, and activity 

ratios simultaneously had a significant effect on financial distress. However, the t-test results 

showed that only liquidity had a positive and significant effect on financial distress, as 

reflected by a higher Altman Z-Score, which indicates a healthier financial condition and 

lower financial distress risk. In contrast, leverage, profitability, and activity ratios did not 

have significant partial effects on financial distress during the study period. These findings 

suggest that liquidity was the primary factor influencing the financial condition of food and 

beverage companies during 2020–2024. 

Future studies are recommended to expand the research model by incorporating 

additional variables that may affect financial distress, such as sales growth, operating cash 

flow, board independence, and macroeconomic factors including inflation. Further research 

may also extend the observation period or examine companies from other industrial sectors 

to obtain more comprehensive findings and enable broader comparisons. 
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