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Abstract

The purpose of this study is to investigate the impact of liquidity and profitability ratios
on financial distress, with firm age serving as a moderating variable. This study
employs a quantitative approach with an associative methodology. The data used is
secondary data from the financial statements of companies listed on the Indonesia
Stock Exchange (IDX) for the years 2021-2023. The purposive sampling methodology
was used for the sampling. This study analyzed 60 yearly financial reports. Multiple
linear regression methods are used in this study's data analysis, as well as moderated
regression. The findings indicated that liquidity had a favorable and significant effect
on financial distress. Profitability has a favorable and considerable impact on financial
stress. Profitability and liquidity have a substantial positive impact on financial
distress. Company age reduces the impact of liquidity and profitability on financial
hardship. The effect of liquidity and profitability on financial distress is 34.2%.
Liquidity and profitability as well as the interaction of independent variables with
moderating variables of company age, can predict financial distress by 35.1%.
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INTRODUCTION

The global economy has undergone rapid transformation in recent decades, driving
the creation of many new business opportunities in various industrial sectors (Syambhari,
2023; Woulandari, 2024). Widespread globalization exacerbates competition between
companies, both in domestic and international markets, requiring every company to
continuously adapt and improve competitiveness. This economic globalization, as explained
by Yuliaty et al., (2020), also encourages the growth in the number of new businesses, which
causes increasingly intense competition between companies. In this highly competitive
environment, companies that have experience and financial strength tend to have the upper
hand in achieving profits, while new or less experienced companies are often caught in
financial crises and even the risk of bankruptcy (Sa'adah, Alayda, 2024; Hutauruk et al.,
2021).

Financial distress is a state in which a corporation is suffering financial troubles that
may lead to bankruptcy. This occurs when operations cash flow is insufficient to cover
present obligations and hence needs to be improved. This condition reflects unhealthy
financial pressure, where individuals or entities are unable to pay the necessary costs and
require action to overcome these financial problems (Shekarsari & Padmantyo, 2023). Lau
(2021) explains that financial distress conditions can pose a serious threat to the continuity
of company operations and can lead to bankruptcy if not handled properly. Financial distress
can often be identified through the company's financial statements, which provide an
overview of the company's overall financial condition and performance. Therefore, financial
statement analysis is important in helping stakeholders, such as investors, managers, and
shareholders, make the right decisions about the company's financial status (Sunanto et al.,
2023; Yunika & Rahmizal, 2022).

Several large companies in Indonesia have experienced financial distress due to
liquidity pressures and decreased profitability. One example is PT Garuda Indonesia
(Persero) Tbk, which experienced serious financial difficulties during the COVID-19
pandemic (Kusuma & Purnamasari, 2025)

. The airline's revenue fell sharply due to air travel restrictions, while short-term
liabilities continued to run. The low cash flow and high debt burden caused the company to
default on its obligations to creditors. Although Garuda is an old and experienced company,
it was not strong enough to cushion the impact of the crisis. Eventually, Garuda had to
undergo restructuring through PKPU mechanism to save its operations.

Another phenomenon is PT Tiga Pilar Sejahtera Food Tbk, a food producer company
that also experienced financial distress (Siregar & Prihatini, 2021). In 2018, the company
failed to pay interest on bonds and bank debts due to mismanagement of investments in the
rice sector which made huge losses. As profitability declined and debt ballooned, the
company's financial condition worsened. Although the company had a long operational track
record, its age was not able to withstand the internal crisis. Very low liquidity levels meant
that the company was unable to pay its obligations on time. This case shows that a bad
combination of profitability, liquidity and governance can push companies to the brink of
financial distress, regardless of how long they have been around.

The latest phenomenon related to financial distress in Indonesia occurred at PT Sri
Rejeki Isman Thk (Sritex), one of the largest textile companies in Southeast Asia. In 2024,
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Sritex faced the threat of bankruptcy after the court granted the bankruptcy petition of its
trading partner, PT Indo Bharat Rayon, due to unpaid debts (Putri & Subagyo, 2024). The
company has a total debt of around USD 1.6 billion and employs around 50,000 employees,
so the potential bankruptcy raises concerns of mass layoffs. Although Sritex had previously
reached a debt restructuring agreement in 2022, the court decision invalidated the agreement.
The Indonesian government is currently considering measures to rescue the company to
prevent wider social and economic impacts. This case highlights the importance of effective
debt management using sound business practices to avoid financial difficulties, especially in
large companies that have a systemic impact on the national economy.

Prior studies have demonstrated that financial distress is significantly impacted by
profitability and liquidity. According to Rachmawati & Suprihhadi (2021) and Azizah et al.
(2023), liquidity significantly or favorably affects financial distress in businesses. However,
Azzahra et al. (2021) and Yolanda & Sudiyanto (2024) discovered that financial distress is
positively and significantly impacted by profitability. Financial strain is significantly
impacted by company age (Asysyafa & Putri, 2023).

Company age is therefore suggested as a moderating variable in this study that has
the potential to either strengthen or lessen the association between profitability and liquidity
on financial distress. The company's age indicates how stable and experienced it is in dealing
with different market conditions (Prasetya & Suwarno, 2024). Companies with a longer age
tend to have advantages in terms of market knowledge, relationships with stakeholders, and
operational efficiency. These advantages can help companies better manage financial risks,
even when other factors show indications of financial stress. As a moderating variable, it is
anticipated that firm age will give a more complete picture of how these important
characteristics impact financial difficulty.

In light of the growing rivalry between domestic and foreign businesses and the
increasingly intricate problems facing the global economy, this research is crucial.
Particularly vulnerable to financial difficulties are newly established companies or those with
limited capital and expertise. Improved knowledge of the factors influencing financial
distress and how company age might lessen the influence of liquidity and profitability on
financial distress are therefore necessary to assist firm management in developing more
successful financial risk management methods.

REVIEW OF LITERATURE

Agency Theory

Agency theory, as defined by Jensen & Meckling (1976) in Setiawati & Wijaya (2023),
is a theory that describes the contractual connection between one or more business owners
(principals) and firm management (agents), in which each side seeks to maximize its
prospects. Investors and management have different interests, according to agency theory.,
namely company owners tend to want to show smaller profits to avoid high political costs.
Meanwhile, company managers try to make profits look high so that their performance can
be assessed positively (Asri Lestari et al., 2023).
Signaling Theory

Signaling theory, explains the relationship between financial distress and Signaling
theory where debt loans taken by companies are a signal to investors, because they are
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considered to meet operational needs and business expansion (Hermawan Kustanta, 2024).
According to the signaling theory, which was first put forth by Spence (1973) in Sri Ayem
(2024), the company owner, who is the sender of the information, gives the investor, who is
the recipient of the information, a signal that describes the state of the business. Typically,
this signal is found in the financial statements of the company. Related parties, including
managers, investors, and creditors, can learn about the company's financial situation thanks
to the information in the financial statements.

Liquidity

According to Salsabila et al. (2024), liquidity is the capacity of an organization to
satisfy its immediate liabilities using its present assets. A corporation with high liquidity has
enough cash on hand or quickly liquidated assets to pay off its debts (Azizah et al., 2023).
Current, quick, and cash ratios are examples of frequently used liquidity ratios. Investor and
creditor trust in the business can be bolstered by a high degree of liquidity (Komara & Riana,
2024).

An organization's financial performance may suffer from excessively high or low
liquidity levels (Hasanah & Nuansari, 2024). Excessive liquidity indicates that there are too
many idle funds that could have been used for more profitable investments. Conversely, low
liquidity indicates a risk of default in meeting short-term obligations. Therefore, company
management must maintain an optimal liquidity balance (Rachmawati & Suprihhadi, 2021).
Profitability

Profitability measures how well a business can make money off of the resources it uses
to run its operations (Rinofah et al., 2021). According to Machmuddah et al. (2024),
profitability measurements like net profit margin, return on equity (ROE), and return on
assets (ROA) are used to gauge how efficiently a business generates money. A corporation
with high profitability is able to effectively manage its capital and assets in order to produce
revenue (Septiani, 2024). With a good level of profitability, the company can increase value
for shareholders and attract more investors.

Stable and increasing profitability reflects the company's financial health in the long
term (Azzahra et al., 2021). Factors that affect profitability include operational efficiency,
business strategy, and macroeconomic conditions (Yolanda & Sudiyanto, 2024). Companies
that have low profitability can face difficulties in business expansion and meeting financial
obligations. Therefore, profitability analysis is important in evaluating the company's
performance and growth prospects.

Financial Distress

Financial distress is a condition in which a company experiences financial difficulties
that can lead to bankruptcy (Suryati & Setyawati, 2024). Indicators of financial distress
include decreased profitability, inability to pay debts, and negative operating cash flow
(Hutauruk et al., 2021). If not handled properly, Financial difficulties may result in corporate
liquidation and bankruptcy. In order to solve this issue, businesses must implement financial
restructuring techniques.

Both internal and external factors might be the primary causes of financial despair.
Management's inability to effectively manage assets and obligations is an example of an
internal factor; regulatory changes or a slowdown in the economy are examples of an external
factor. To prevent a bigger impact, businesses in financial difficulties need to make urgent
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improvements to their business plan. To identify early indicators of financial crisis and take
prompt mitigation action, careful financial analysis is required.
Company Age

The number of years from the firm's founding is known as its "company age,” and it
can have an impact on its performance and stability. (Hidayat & Ajengtiyas, 2022). Older
companies tend to have more experience in dealing with market dynamics and business risks.
With long experience, companies can build a better reputation and more easily gain access
to funding sources (Soleman et al., 2022). However, long- established companies are also at
risk of stagnation if they do not innovate in their operations.

In contrast, fledgling companies often face challenges in building customer and
investor trust (Mangngalla, 2022). Young companies generally have higher flexibility in
adjusting to market changes (Anggraeni & Prasetyono, 2021). However, they are also more
vulnerable to business risks due to limited resources and lack of experience. Consequently,
the company's age plays a significant role in determining its viability and future growth.
Liquidity to Financial Distress

The company's ability to pay short-term debts is reflected in its liquidity (Salsabila et
al. 2024). Due to their inability to fulfill their commitments on time, businesses with limited
liquidity frequently face financial challenges. Conversely, by guaranteeing the availability of
funds for operations and debt payments, strong liquidity can lower the risk of financial
distress (Hasanah & Nuansari, 2024). Consequently, a company's likelihood of experiencing
financial crisis decreases with its level of liquidity. According to Putri and Kristanti (2020),
financial hardship is positively impacted by liquidity. This study's hypothesis is as follows:
H1  :Liquidity has a significant effect on financial distress
Profitability on Financial Distress

Profitability indicates the amount of profit generated by the company's operational
activity (Rinofah et al., 2021). Companies with high profitability have more consistent cash
flow, which reduces the danger of financial difficulty. Low profitability, on the other hand,
can increase the risk of financial difficulty due to insufficient funds to pay debts and
operational expenditures (Septiani, 2024). Thus, the bigger the profitability, the less likely
the company would face financial difficulties. Ginanjar and Rahmayani (2021) investigated
the effect of liquidity and profitability on financial distress in manufacturing enterprises using
the IDX and discovered that profitability has an impact on financial distress. The following
is the hypothesis of this study:

H2 : Profitability has a significant effect on financial distress
Company Age Moderates the Relationship between Liquidity and Financial Distress

Company age reflects experience and operational stability in facing financial
challenges (Theresa & Pradana, 2022). Longer-established companies tend to have better
cash management, so they can maximize the benefits of liquidity in avoiding financial
distress. Conversely, new companies may not have an effective liquidity management
system, making them more vulnerable to financial stress (Asysyafa & Putri, 2023). As a
result, firm age can strengthen or reduce the link between liquidity and financial trouble.
Hidayat et al. (2024) found that firm age modifies the association between liquidity and
financial hardship. This study's hypothesis is as follows:

H3 : Company age strengthens the effect of the relationship between liquidity on financial
distress
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Company Age Moderates the Relationship between Profitability and Financial Distress
Companies that are longer established usually have a more mature business strategy in
managing profitability to avoid financial distress (Ramadhany & Syofyan, 2021). Longer
experience allows companies to optimize profits and better overcome financial challenges.
In contrast, new companies may not yet have a stable business model, so their profitability is
more volatile and at risk of financial distress (Hidayat & Ajengtiyas, 2022). Thus, the age of
the company can influence the amount to which profitability protects the company from
financial trouble. Utaminingsih and Nursiam (2023) discovered that firm age moderates the
association between profitability and financial difficulty. This study's hypothesis is as
follows:
H4  : Company age strengthens the effect of the relationship between profitability and
financial distress
Research Framework
The framework for this research is as follows:

H1
Liquidity (X1) i SN t

~* Financial Distress (Y)

W2 e .
Profitabilty (X2) »
H3 | H4

Company Age (Z)

Figure 1.
Research framework

RESEARCH METHOD

To examine the link between independent variables, moderating variables, and
dependent variables, this study employs a quantitative approach using associative research
methodologies. The purpose of this study is to investigate the impact of liquidity and
profitability ratios on financial distress, with firm age serving as a moderating variable.

This study's population consists of food and beverage sub-sector manufacturing
enterprises that are listed on the Indonesia Stock Exchange from 2021 to 2023. The sampling
strategy was purposive sampling, in which the sample was chosen based on specific criteria
related to the research aims. The secondary data utilized in this study were taken from the
2021-2023 financial statements of profitable businesses that are listed on the Indonesia Stock
Exchange (IDX). Sixty annual financial reports from 20 companies were selected based on
these criteria. Consequently, 60 annual financial reports served as the study's data source.

Techniques for collecting data using documentation. The data for profit-making
companies' financial statements is gathered from the Indonesia Stock Exchange's official
website. The data will be evaluated using multiple linear regression and moderated
regression methods (Moderated Regression Analysis) to determine the impact of liquidity
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and profitability ratios on financial distress, as well as how firm age influences the
relationship. Before data analysis, conventional assumption tests were performed at a
significance level of 5%. To achieve precise and valid results, data is processed using SPSS
statistical software.

RESULTS AND DISCUSSION

The findings of this study are based on financial statement data from companies listed
on the Indonesia Stock Exchange (IDX) between 2021 and 2023, which served as the
research sample. The research data can be described as follows:

Table 1.
Description of Observed Data
N Minimum Maximum Mean Std. deviation
Liquidity 60 0.094 5.443 1.110 1.102
Profitability 60 0.004 0.164 0.039 0.032
Financial Distress 60 0.066 3.939 1.154 0.902
Company Age 60 7 19 12.650 2.973

Source: Data analysis, 2025

Table 1 indicates that liquidity ranges from a minimum of 0.094 to a maximum of
5.443. The standard deviation is less than the average value, which suggests that the data
distribution is fairly good. The average liquidity is 1.110, and the standard deviation is 1.102.
This indicates that there is a data deviation between the liquidity value and the average value
of 0.0667.

Profitability ranges from a minimum of 0.004 to a maximum of 0.164. The standard
deviation is 0.032, and the average profitability is 0.039. In other words, the data distribution
is fairly excellent since the standard deviation number is lower than the average value.

The value of financial distress ranges from 0.066 at the lowest to 3.939 at the highest.
The standard deviation of financial distress is 0.902, and the average is 1.154. Stated
differently, a good data distribution is indicated by a standard deviation value that is lower
than the average.

The firm size figure and its average value of 27.3416 are not the same, since the
standard deviation is 2.973 and the average company size is 12.650. That is to say, the data
distribution is fairly excellent since the standard deviation is lower than the average value.

Data will be analyzed following the collection of information on liquidity, profitability,
financial hardship, and firm age. Multiple linear regression analysis and moderated
regression analysis (MRA) will be used to assess the data, together with the traditional
assumption test (Casella & Berger, 2002).

Analyzing the research data using the Kolmogorov-Smirnov normality test will be the
initial stage. If the p-value is greater than a = 0.05, the data is considered to be regularly
distributed. The findings of the computation for the normalcy test are as follows:

Table 2.
Kolmogorov Smirnov Normality Test Results
Unstandardized Residual
N 60
Normal Parametersa.b Mean .0000000
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Std. Deviation .90026066

Most Extreme Differences Absolute .166
Positive .166

Negative -.109

Test Statistic .166
Asymp. Sig. (2-tailed) 128C

Source: Data analysis, 2025

Table 2 displays the determination of the data normalcy test at the significance level a
= 0.05. When the p-value is higher than a, it can be concluded that the data originates from
a population that is regularly distributed.

Using a multicollinearity test to analyze the data will be the second step. These are the
outcomes of the multicollinearity computation in the study's findings:

Table 3.
Findings from the Multicollinearity Test
No. Data Tolerance VIF
1. Liquidity 0,993 1,007
2 Profitability 0,993 1,007

Source: Data analysis, 2025
Table 3 indicates that the independent variables in the regression model do not exhibit
multicollinearity, as the tolerance value is greater than 0.10 and the VIF value is less than 10.
The third phase involves evaluating the research data's heteroscedasticity. Here are the
findings from this study's heteroscedasticity calculation:

Table 4.
Heteroscedasticity Test Results
No. Data p — Value Significance
1. Liquidity 501 0,05
2. Profitability 226 0,05

Source: Data analysis, 2025

With a significance threshold of a = 0.05, the independent variables have p-values of
0.322 and 0.364, respectively, according to the findings of the heteroscedasticity test, which
are displayed in Table 4. Heteroscedasticity is not present because the p-values are greater
than o = 0.05.

Multiple linear regression analysis, a parametric test, was employed in this study to
assess the hypotheses. The initial test in multiple linear regression analysis is the F test. The
results of the Multiple Linear Regression Analysis’s F test are shown in the table below:

Table 5.
Results of the F Statistical Test (Simultaneous Test) Equation 1
ANOVA2
Model Sum of Squares df Mean Square F Sig.
1 Regression 202 2 101 120 .009b
Residuals 47.818 57 .839
Total 48.019 59

Source: Data analysis, 2025
According to Table 5, the p-value is 0.000 < 0.05. Financial distress is significantly
impacted by both profitability and liquidity at the same time, it can be determined.
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Table 6.
Results of the Simultaneous F Statistical Test Equation 2
ANOVAZ
Model Sum of Squares df Mean Square F Sig.
1 Regression 1.687 5 337 .393 001b
Residuals 46.332 54 .858
Total 48.019 59

Source: Data analysis, 2025

Based on Table 6, the p-value = 0.001 <0.05. These results indicate that the regression
equation model after the interaction of independent variables with moderation variables
simultaneously affects financial distress.

The t-test is the second statistic used in multiple linear regression analysis. The t-test
results for Multiple Linear Regression analysis are provided in the table below.

Table 7.
Partial Statistical Test Results (t Test) Equation 1

Coefficients@

Unstandardized Standardized
Coefficients Coefficients t Sig.
Model B Std. Error Beta
1 (Constant) 11.080 225 4.806 .000
Liquidity -.312 -.103 .004 .030 .020
Profitability -.821 -717 .065 490 016

Source: Data analysis, 2025
The multiple linear regression equation based on Table 7 is :
Y'=11,080 - 0,312X1 — 0,821X>

The value of 11.080 is constant, meaning that profitability and liquidity will be close
to 11.080 if financial distress does not increase. The regression coefficient, -0.312, indicates
that there will be an increase in liquidity of -0.312 for every additional financial distress
number. Likewise, the regression coefficient is -0.821, meaning that there will be an increase
in profitability of -0.821 for every number of financial distresses that increases.

According to Table 7, the value p - value for the influence of liquidity on financial
distress = 0,020 is less than 0.05. These data suggest that financial distress is influenced by
liquidity. Furthermore, the p-value for the influence of profitability on financial distress is
0.016, which is less than 0.05. These findings suggest that financial difficulty is influenced
by profitability.

Table 8.
Partial Statistical Test Results (t-test) Equation 2

Coefficients@

Unstandardized Standardized
Coefficients Coefficients t Sig.
Model B Std. Error Beta
1 (Constant) 11.938 1.370 1414 163
Liquidity .993 .687 .858 970 .003
Profitability 2.782 1.716 492 516 .016
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Company Age .065 102 214 635  .028
Liquidity*Company Age .056 .055 874 1022 .006
Profitability*Company Age 1.150 1.939 595 593 .018

Source: Data analysis, 2025

Based on Table 8 of the moderated regression analysis (MRA) testing, the following
equation is obtained.:

Y = 11,938 + 0,993X1 + 2,782X, + 0,065Z + 0,056X1Z + 1,150X>. Z

The regression equation above shows that the value of financial distress is influenced
by liquidity, profitability, and company age, where every 1 unit increase in liquidity,
profitability, and company age will increase financial distress by 0.993, 2.782, and 0.065,
respectively, assuming other variables remain constant. In addition, there is an interaction
effect between liquidity and company age (with a coefficient of 0.056) and between
profitability and company age (with a coefficient of 1.150), which means that Company age
serves as a moderator variable in this model since its value determines how liquidity and
profitability affect financial distress.

The interaction between liquidity and firm age had a p-value of 0.003 (<0.05). As a
result, it is possible to assume that firm age can mitigate financial distress by diminishing the
effect of liquidity. So, the first hypothesis, which claims that firm age enhances the influence
of liquidity on financial hardship, is supported. The interaction between profitability and firm
age had a p-value of 0.016 (less than 0.05). As a result, it is possible to assume that firm age
can mitigate the impact of profitability on financial distress. So the third hypothesis, which
claims that company age enhances the influence of profitability on financial difficulty, is
confirmed.

In essence, the next test, the coefficient of determination (R2) test, evaluates how much
the variance in financial distress characteristics can be explained by profitability and
liquidity. The results of the coefficient of determination (R?) are shown in the table below:

Table 9.
Results of Testing Equation 1 for the Coefficient of Determination (R?)

Model Summaryb
Model R R Square Adjusted R Square Std. Error of the Estimate
1 4652 342 307 9159185

Source: Data analysis, 2025
According to Table 9, the R2 value is 0.342, meaning that profitability and liquidity
have a 34.2% impact on financial hardship. According to these findings, liquidity and
profitability have an impact on the financial difficulties experienced by 34.2% of businesses.
Table 10.
Coefficient of Determination (R?) Equation 2 Test Results
Model SummaryP

Model R R Square Adjusted R Square Std. Error of the Estimate
1 3874 351 254 .9262850

Source: Data analysis, 2025

The result of R? = 0.351, or 35.1%, is displayed in Table 10. Based on these findings,
it can be said that while 64.9% of financial distress is impacted by factors outside the
regression model, independent liquidity, profitability, and the interaction of independent
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variables with the moderating variable of firm age may all predict financial hardship by
35.1%.
Effect of Liquidity on Financial Distress

A company's capacity to endure in challenging financial times is largely dependent on
its liquidity. High liquidity companies are able to satisfy short-term obligations without
having to liquidate assets in unfavorable circumstances. On the other hand, because there are
fewer funds available, businesses with low liquidity are more likely to have financial
troubles. Thus, the key to lowering the risk of financial hardship is effective liquidity
management.

The p-value is 0.020 <0.05, and the regression coefficient value is 0.312 based on the
results of the various tests. These findings suggest that financial distress is negatively
impacted by liquidity. Therefore, there is evidence to support the idea that liquidity has a
negative impact on financial hardship.

The findings demonstrated a negative correlation between financial distress and
liquidity. Because they can meet their financial obligations on time, companies with higher
liquidity levels are less likely to face financial difficulties. On the other hand, because they
are unable to service their short-term debt, businesses with limited liquidity are more likely
to go bankrupt. This implies that when evaluating a company's financial health, having
adequate liquidity might be a crucial metric.

Furthermore, this study discovered that businesses with effective cash management
techniques are more resilient to monetary setbacks. Businesses will be more resilient to
economic downturns if they can keep a balance between their short-term liabilities and
current assets. The organization will be able to weather financial duress if cash and liquid
assets are allocated wisely. High liquidity is therefore crucial to establishing financial
stability.

Effect of Profitability on Financial Distress

A key determinant of a business's long-term financial health is profitability. Businesses
with the capacity to make money consistently have a better financial capacity to deal with
economic pressures. High profitability allows companies to build up financial reserves,
which can be used when facing difficult conditions. Conversely, companies with low
profitability are more at risk of financial distress due to limited financial resources.

Based on the individual test results, the regression coefficient value is -0.821, and the

p-value is
0.016 <0.05. These results indicate that profitability has a negative effect on financial
distress. Thus, the hypothesis stating that profitability has a negative effect on financial
distress is supported.

The results of this study indicate that profitability has a negative relationship with
financial distress. The higher the level of profitability of a company, the less likely the
company is to experience financial distress. Companies that are able to make profits
sustainably have easier access to funding, both from investors and creditors. Therefore,
maintaining a good level of profitability is very important for the sustainability of the
company's business.

Furthermore, this study shows that businesses with effective operational efficiency
plans are less likely to experience financial difficulties. Effective cost management and
increased revenue are the main factors in maintaining healthy profitability. Thus, good
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management in increasing profit margins can help companies reduce the risk of bankruptcy.
Therefore, companies need to focus on strategies to increase profitability to maintain
financial stability.

Company Age Moderates the Effect of Liquidity on Financial Distress

One of the elements that can increase the impact of liquidity on financial distress is the
age of the company. Longer-running businesses typically have more experience handling
their cash. The business can minimize the danger of bankruptcy by making the best use of its
liquid assets thanks to this experience. Conversely, a new company may not have an optimal
liquidity management system so that it is more vulnerable to financial distress.

According to the findings of the Moderated Regression investigation (MRA)
investigation, the interaction between business age and liquidity separately yielded a p-value
of 0.006 <0.05 and a regression coefficient value of 0.056. These findings suggest that the
impact of liquidity on financial distress is strengthened by the age of the organization.
Therefore, there is support for the theory that the size of the company increases the impact
of liquidity on financial hardship.

The results show that older companies have a stronger liquidity effect in reducing
financial distress. Companies with longer experience usually have better relationships with
financial institutions, making it easier to get access to funding when facing a crisis.
Furthermore, businesses with a longer history of operation are also better prepared to handle
their cash flow. As a result, the beneficial effect of liquidity on financial hardship might be
reinforced by the age of the organization.

In addition, older companies also tend to have better risk management systems than
newer companies. They have more mature liquidity policies, such as the use of emergency
funds or investment diversification. Businesses with more experience can allocate liquid
assets more prudently and reduce the risk of insolvency. Consequently, business age has a
significant impact on how well liquidity reduces financial distress.

Company Age Moderates the Effect of Profitability on Financial Distress

Company age can also moderate the effect of profitability on financial distress. Longer
operating companies usually have better financial stability than new companies. They have
easier access to external funding because they have built a strong reputation in the market.
On the contrary, new companies, despite having high profitability, are still at risk of financial
distress due to limited access to capital.

Based on the results of the Moderated Regression Analysis (MRA) analysis,
individually the A regression coefficient value of 1.150 and a p-value of 0.018 <0.05 were
derived from the interaction between profitability and business age. These findings suggest
that the impact of profitability on financial hardship is strengthened by the age of the
organization. Therefore, there is evidence for the theory that the impact of profitability on
financial distress is strengthened by the size of the organization.

The results show that older companies are better able to utilize their profitability to avoid
financial distress. With longer experience, they can use the profits earned to strengthen the
company's financial structure. More established companies also tend to have a better financial
management system in allocating profits for long-term investment. Consequently, the
negative correlation between financial difficulty and profitability is reinforced by the age of
the organization.
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In addition, the study also found that companies with a longer lifespan have a wider
business network, which helps them survive economic uncertainty. They can use their
profitability to forge strategic partnerships or expand more steadily. In contrast, new firms
still face higher market risks, despite their good profitability. Therefore, firm age is an
important factor in increasing the effectiveness of profitability in reducing financial distress.
Effect of Liquidity on Financial Distress

A company's capacity to endure in challenging financial times is largely dependent on
its liquidity. High liquidity companies are able to satisfy short-term obligations without
having to liquidate assets in unfavorable circumstances. On the other hand, because there are
fewer funds available, businesses with low liquidity are more likely to have financial
troubles. Thus, the key to lowering the risk of financial hardship is effective liquidity
management.

The p-value is 0.020 <0.05, and the regression coefficient value is 0.312 based on the
results of the various tests. These findings suggest that financial distress is negatively
impacted by liquidity. Therefore, there is evidence to support the idea that liquidity has a
negative impact on financial hardship.

The findings demonstrated a negative correlation between financial distress and
liquidity. Because they can meet their financial obligations on time, companies with higher
liquidity levels are less likely to face financial difficulties. On the other hand, because they
are unable to service their short-term debt, businesses with limited liquidity are more likely
to go bankrupt. This implies that when evaluating a company's financial health, having
adequate liquidity might be a crucial metric.

Furthermore, this study discovered that businesses with effective cash management
techniques are more resilient to monetary setbacks. Businesses will be more resilient to
economic downturns if they can keep a balance between their short-term liabilities and
current assets. The organization will be able to weather financial duress if cash and liquid
assets are allocated wisely. High liquidity is therefore crucial to establishing financial
stability.

Effect of Profitability on Financial Distress

A key determinant of a business's long-term financial health is profitability. Businesses
with the capacity to make money consistently have a better financial capacity to deal with
economic pressures. High profitability allows companies to build up financial reserves,
which can be used when facing difficult conditions. Conversely, companies with low
profitability are more at risk of financial distress due to limited financial resources.

Based on the individual test results, the regression coefficient value is -0.821, and the
p-value is 0.016 <0.05. These results indicate that profitability has a negative effect on
financial distress. Thus, the hypothesis stating that profitability has a negative effect on
financial distress is supported.

The results of this study indicate that profitability has a negative relationship with
financial distress. The higher the level of profitability of a company, the less likely the
company will experience financial distress. Companies that are able to make profits
sustainably have easier access to funding, both from investors and creditors. Therefore,
maintaining a good level of profitability is very important for the sustainability of the
company's business.
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Furthermore, this study shows that businesses with effective operational efficiency
plans are less likely to experience financial difficulties. Effective cost management and
increased revenue are the main factors in maintaining healthy profitability. Thus, good
management in increasing profit margins can help companies reduce the risk of bankruptcy.
Therefore, companies need to focus on strategies to increase profitability to maintain
financial stability.

Company Age Moderates the Effect of Liquidity on Financial Distress

One of the elements that can increase the impact of liquidity on financial distress is the
age of the company. Longer-running businesses typically have more experience handling
their cash. The business can minimize the danger of bankruptcy by making the best use of its
liquid assets thanks to this experience. Conversely, a new company may not have an optimal
liquidity management system so that it is more vulnerable to financial distress.

According to the findings of the Moderated Regression investigation (MRA)
investigation, the interaction between business age and liquidity separately yielded a p-value
of 0.006 <0.05 and a regression coefficient value of 0.056. These findings suggest that the
impact of liquidity on financial distress is strengthened by the age of the organization.
Therefore, there is support for the theory that the size of the company increases the impact
of liquidity on financial hardship.

The results show that older companies have a stronger liquidity effect in reducing
financial distress. Companies with longer experience usually have better relationships with
financial institutions, making it easier to get access to funding when facing a crisis.
Furthermore, businesses with a longer history of operation are also better prepared to handle
their cash flow. As a result, the beneficial effect of liquidity on financial hardship might be
reinforced by the age of the organization.

In addition, older companies also tend to have better risk management systems than
newer companies. They have more mature liquidity policies, such as the use of emergency
funds or investment diversification. Businesses with more experience can allocate liquid
assets more prudently and reduce the risk of insolvency. Consequently, business age has a
significant impact on how well liquidity reduces financial distress.

Company Age Moderates the Effect of Profitability on Financial Distress

Company age can also moderate the effect of profitability on financial distress. Longer
operating companies usually have better financial stability than new companies. They have
easier access to external funding because they have built a strong reputation in the market.
On the contrary, new companies, despite having high profitability, are still at risk of financial
distress due to limited access to capital.

Based on the results of the Moderated Regression Analysis (MRA) analysis,
individually the A regression coefficient value of 1.150 and a p-value of 0.018 <0.05 were
derived from the interaction between profitability and business age. These findings suggest
that the impact of profitability on financial hardship is strengthened by the age of the
organization. Therefore, there is evidence for the theory that the impact of profitability on
financial distress is strengthened by the size of the organization.

The results show that older companies are better able to utilize their profitability to avoid
financial distress. With longer experience, they can use the profits earned to strengthen the
company's financial structure. More established companies also tend to have a better financial
management system in allocating profits for long-term investment. Consequently, the
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negative correlation between financial difficulty and profitability is reinforced by the age of
the organization.

In addition, the study also found that companies with a longer lifespan have a wider business
network, which helps them survive economic uncertainty. They can use their profitability to
forge strategic partnerships or expand more steadily. In contrast, new firms still face higher
market risks, despite their good profitability. Therefore, firm age is an important factor in
increasing the effectiveness of profitability in reducing financial distress.

CONCLUSION

The following conclusions can be drawn from the analysis and discussion of this
research:

1. Financial distress is negatively impacted by liquidity. By guaranteeing that the
business can fulfill its short-term obligations, high liquidity helps lower the risk of
financial difficulty.

2. Financial strain is negatively impacted by profitability. By boosting access to capital
and financial resilience, high profitability helps businesses stay out of financial trouble.
3. The impact of liquidity on financial distress is strengthened by the age of the
company, which moderates it. Due to more experience in cash flow and financial
management, a company's age increases the impact of liquidity on financial hardship.

4. The impact of profitability on financial hardship is strengthened by the age of the
company, which moderates it. By improving financial stability and efficient use of profits,
company's age increases the impact of profitability on financial distress.

5. There is a 34.2% correlation between financial difficulty and profitability and
liquidity. Financial hardship may be predicted by 35.1% using liquidity, profitability, and
the interplay of independent factors with the moderating variable of firm age.

To lower the danger of financial trouble, businesses should optimize their liquidity
and profitability management. To be more resilient to economic stresses, new businesses
must also improve their financial plans and increase their access to capital. Future studies
can take into account outside variables like governmental regulations and macroeconomic
conditions, which also affect financial distress.

REFERENCES

Anggraeni, E., & Prasetyono. (2021). Analysis of company age, leverage and independent
commissioners on intellectual capital disclosure. Proceeding of National Conference
on Accounting & Finance, 3, 269-279. https://doi.org/10.20885/ncaf.vol3.art23

Asysyafa, F. H., & Putri, E. (2023). Analysis of the Effect of Financial Performance,
Company Size and Company Age on Financial Distress (Case Study of Food and
Beverage Sub-Sector Manufacturing Companies in 2018-2021). JIMPS: Scientific
Journal of History Education Students, 8(4), 3559- 3570.

Azizah, N., Nani, D. A., & Anggarini, D. R. (2023). Determinants of Financial Distress in
Financing Companies Listed on the Indonesia Stock Exchange. Indonesian Journal of
Accounting, 12(2), 124. https://doi.org/10.30659/jai.12.2.124-137

The Effect of Liquidity and Profitability ..... JeleZiX]



Indonesian Interdisciplinary Journal of Sharia Economics (I1JSE) Vol. 8. No. 3 (2025)
e-1SSN: 2621-606X Page: 10439-10456

Azzahra et al. (2021). Financial Distress Detection in the Mining Industry in Southeast Asia.
DeReMa (Development of Research Management): Journal of Management, 16(1),
20-32.

Ginanjar, Y., & Rahmayani, M. W. (2021). The Effect of Liquidity, Solvency and Profitability
on Financial Distress in Manufacturing Companies in the Consumer Goods Industry
Sector Listed on the Indonesia Stock Exchange (Bei) for the 2015-2019 Period. J-
Action: Journal of Accounting and Information Systems, 2 (1), 99-114.
https://doi.org/10.31949/j-aksi.v2i1.1010

Hasanah, U., & Dwita Nuansari, S. (2024). The Moderating Effect Of Profitability On The
Effect Of Liquidity, And Leverage On Financial Distress (Study of Transportation
Sub-Sector Companies on The Indonesian Stock Exchange In 2017-2021). CITIZEN:
Indonesian Multidisciplinary Scientific Journal, 4(1), 50-60.
https://doi.org/10.53866/jimi.v4i1.522

Hidayat, T., Yahya, A., Heruwanto, J., & Wibowo, R. (2024). The Role of Company Age as
Moderating the Effect of Profitability and Liquidity on Financial Distress.
EKOMABIS: Journal of Business Management Economics, 5(02), 237-250.
https://doi.org/10.37366/ekomabis.v5i02.1582

Hutauruk, M. R., Mansyur, M., Rinaldi, M., & Situru, Y. R. (2021). Financial Distress in
Companies Listed on the Indonesia Stock Exchange. JPS (Journal of Islamic
Banking), 2(2), 237-246. https://doi.org/10.46367/jps.v2i2.381

Komara, A., & Riana, N. (2024). Effects of Profitability Leverage & Liquidity on Risk
Management Disclosure. Ekuisci Journal, 1(4), 224-237.
https://doi.org/10.62885/ekuisci.v1i4.231

Kristanti, N. D., Wiyono, G., & Prima Sari, P. (2022). The Effect of Working Capital,
Liquidity, Company Age and Company Growth on Profitability; Al-Kharaj: Journal
of  Islamic  Economics, Finance &  Business,  6(1), 100-111.
https://doi.org/10.47467/alkharaj.v6il.2545

Kusuma, D. L., & Purnamasari, V. (2025). Analysis of Factors Causing Financial Distress at
Pt Garuda Indonesia (Persero) Tbk. Econometrics: Scientific Journal of Applied
Economics, 5(2), 1-23.

Lau, E. A. (2021). Financial Distress and its Predictive Factors. Exchall: Economic
Challenge, 3(2), 1-17. https://doi.org/10.47685/exchall.v3i2.202

Machmuddah, Z., Sumaryati, A., & Komara, A. (2024). Company Size, Profitability,
Leverage, And Corporate Social Responsibility Disclosure of Banks In Indonesia.
Journal of Accounting Studies, 8(1), 76-93.

Muliani Mangngalla, K. (2022). The Effect of Cash Holding, Financial Risk, and Company
Age on Income Smoothing. Accounting Profession Journal (APAJI), 4(2), 167-178.

Naellus Sa'adah, Wulan Alayda, A. K. (2024). The Effect Of Current Ratio (CR) And Net
Profit Margin (Npm) On Stock Price (Case Study Of Automotive Subsector
Manufacturing Companies Listed On The ldx In 2020-2022. Journal Of Economics,
Technology, and Business (JETBIS), 3(7), 979-981. https://doi.org/10.25130/sc.24.1.6

Prasetya, Y. B., & Suwarno, A. E. (2024). The Effect of Company Size, Company Age,
Profitability, and Leverage on Financial Performance. Economic and Digital
Business, 5(1), 329-374.

The Effect of Liquidity and Profitability ..... ez



Indonesian Interdisciplinary Journal of Sharia Economics (I1JSE) Vol. 8. No. 3 (2025)
e-1SSN: 2621-606X Page: 10439-10456

Putri, A. K., & Kiristanti, F. T. (2020). Factors Affecting Financial Distress Using Survival
Analysis. JIMFE (Scientific Journal of Management Facultyof
Economics), 6(1), 31-42.https://doi.org/10.34203/jimfe.v6i1.2031

Putri, R. A., & Subagyo, H. (2024). Financial Distress Analysis at PT Sri Rejeki Isman Tbk
for the 2019- 2023 Period. SEIKO: Journal of Management & Business, 7(2), 1285-
1300.

Qomari Shekarsari, A., & Padmantyo, S. (2023). Hedonistic Lifestyle and Financial Distress:
The Role of Religiosity Hedonistic Lifestyle and Financial Distress: the Role of
Religiosity. FINANCE: A Research Journal on Islamic Finance, 09(02), 183-198.

Rachmawati, A. J., & Suprihhadi, H. (2021). The Effect of Liquidity, Leverage, and Sales
Growth on Financial Distress in Textile and Garment Companies Listed on the IDX
2013-2019. Journal of Management Science and Research, 10(4), 1-17.

Ramadhany, H., & Syofyan, E. (2021). The Effect of Company Size, Company Age,
Earnings and Cash Flow on Financial Distress Conditions: In Manufacturing
Companies in the Consumer Goods Industry Sector. Journal of Accounting
Exploration, 3(3), 640-652. https://doi.org/10.24036/jea.v3i3.404

Rinofah, R., Sari, P. P., & Juliani, T. (2021). The Effect of Financial Performance on
Financial Distress in Manufacturing Companies in the Food and Beverage Consumer
Goods Industry Sub-Sector Listed on the Indonesia Stock Exchange for the Period
2016 - 2020. Al-Kharaj: Journal of Economics, Finance & Islamic Business, 4(3),
726-744. https://doi.org/10.47467/alkharaj.v4i3.719

Septiani, D. (2024). The Effect of Profitability, Leverage, and Liquidity on Financial Distress
(Hotel, Restaurant, and Tourism Sub-Sectors Listed on the Indonesia Stock Exchange
in 2019-2022). Andrew's Disease of the Skin Clinical Dermatology, 10(1), 279-292.

Siregar, T. H., & Prihatini, A. E. (2021). Financial Performance Analysis Using Liquidity,
Solvency, and Profitability Ratios at PT Tiga Pilar Sejahtera Food, Tbk. Journal of
Business Administration Science, 10(2), 1030-1040.
https://doi.org/10.14710/jiab.2021.30352

Soleman, M. R., Rate, P. Van, & Maramis, J. B. (2022). The Effect of Company Age,
Liquidity, Company Size and Leverage on the Value of Textil and Garment
Companies Listed in Bei for the 2013-2018 Period. EMBA Journal: Journal of
Economic Research, Management, Business and Accounting, 10(2), 196.
https://doi.org/10.35794/emba.v10i2.39614

Sunanto, G. B. A,, Sunanto, S., & Suhartono, A. (2023). Predicting the Company's Financial
Distress Condition Using the Altman Z - Score Method (Case Study of Retail
Companies Listed on the Indonesia Stock Exchange for the 2017-2021 Period).
SCIENTIFIC JOURNAL OF REFLECTION: Economic, Accounting, Management
and Business, 6(3), 609-617. https://doi.org/10.37481/sjr.v6i3.702

Suryati, & Setyawati, W. (2024). The Effect of Financial Distress, Capital Intensity and Tax
Planning on Firm Value (Empirical Study of Energy Companies Listed on the
Indonesia Stock Exchange 2018- 2022). Journal of Economics, Management and
Accounting, 2(5), 437-453.

Syamhari, W. (2023). Globalization and the New Economic Order. JMEB Journal of
Economic Management, 1(1), 23-31.

The Effect of Liquidity and Profitability ..... jeleZi)



Indonesian Interdisciplinary Journal of Sharia Economics (I1JSE) Vol. 8. No. 3 (2025)
e-1SSN: 2621-606X Page: 10439-10456

Syifa Indah Aurora Salsabila, Cindy Julia Putri, & Dien Noviany Rahmatika. (2024).
Systematic Literature Review: The Effect of Liquidity and Implementation of Good
Corporate Governance on Financial Distress. Pearl Journal of Accounting Science,
2(3), 103-127. https://doi.org/10.55606/jumia.v2i3.3168

Theresa, S., & Pradana, M. N. R. (2022). The Effect of Profitability, Cash Flow, Good
Corporate Governance and Company Age on Financial Distress. Journal of Economic
Research, Management, Business and Accounting, 10(1), 250-259.

T. Hidayat, A. Ajengtiyas, R. G. (2022). The Effect of Company Size, Institutional
Ownership and Independent Public Commissioners on Tax Avoidance. Jurnal
Akunida, 8(1), 1-12.

Utaminingsih, D., & Nursiam. (2023). Analysis of Factors Affecting Financial Distress
Conditions in Transportation and Logistics Sector Companies Listed on the IDX in
2020-2022 Dewi. Management Studies and Entrepreneurship Journal, 4(5),
7707-7720. http://journal.yrpipku.com/index.php/msej

Wulandari, E. A. (2024). Analyzing the History of Economic Development. 3(1),

1-9. https://doi.org/10.22437/krinok.v3i1.27465

Yani, V., & Putri Gami, E. R. (2022). The Effect of Liquidity, Leverage and Profitability on
Financial Distress at PT Modern Internasional Tbk. All Fields of Science Journal
Liaison Academia and Sosiety, 2(3), 49-55. https://doi.org/10.58939/afosj-
las.v2i3.334

Yolanda, M., & Sudiyanto, T. (2024). The Effect of Profitability, Liquidity, and Leverage
Ratios on Financial Distress in Textile Sub-Industry Companies Listed on the
Indonesia Stock Exchange. Journal of Management Small and Medium Enterprises
(SME's), 17(3), 8-11.

Yuliaty, T., Shafira, C. S., & Akbar, M. R. (2020). MSME Strategies in Facing Global
Business Competition. Mbia, 19(3), 293-308.
https://doi.org/10.33557/mbia.v19i3.1167

Yunika, V., & Rahmizal, M. (2022). Financial Ratio Analysis to Predict Financial Distress in
Manufacturing Companies Listed on the Indonesia Stock Exchange in 2017-2019.
Pundi Journal, 6(1), 129-146. https://doi.org/10.31575/jp.v6i1.399

The Effect of Liquidity and Profitability ..... ez


http://journal.yrpipku.com/index.php/msej

