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ABSTRACT

The study examined CoV19, financial distress, and other macroeconomic and financial ratios to draw their conclusions.
Profitability, liquidity, and leverage were used for financial measures, while inflation and currency exchange rates
stood in for macroeconomic indicators. Companies in a financial crisis have lost money for two years, have negative
equity, or have a debt-to-asset ratio of more than one. Included in this sample are all 186 manufacturing firms trading
on the Indonesia Stock Exchange between 2017 and 2020. From 2017 to 2020, 482 businesses were observed during
course time, and the sample was chosen randomly. Logit regression was used to analyze the data. No correlation was
found between financial distress and variables like the COVID-19 epidemic, inflation, or currency exchange rates.
profitability has a detrimental impact on distress. However, both liquidity and leverage can alleviate distress. Findings
are consistent across all segments of the industrial industry. This research shows that financial distress are caused less
by general economic conditions and the covid 19 epidemics than by profitability, liquidity, and debt issues.
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INTRODUCTION

Companies of all sizes and industries must adapt to survive in today's global marketplace
and contribute to economic growth. This analysis focuses on manufacturing firms trading on the
Indonesia Stock Exchange (IDX). The research team settled on a manufacturer for their case study
because of the sector's significance to the economy. Enterprises that lack distinctive qualities may
fail in the face of unpredictable market shifts; nonetheless, practically all companies exhibit
competitive advantages over each other to attain the competitiveness required by every nation
to sustain economic conditions and avoid economic collapse. A firm in financial trouble is
experiencing some warning signs of impending bankruptcy, such as a decline in financial
performance due to issues like an overwhelming debt load. If a company's financial problems are
not foreseen, they might result in bankruptcy. Management must regularly monitor and assess
the company's financial statements using financial ratios to ensure the company's continued
performance. According to Yuliana and Utami (2022), financial performance is a description of a
company's financial status that reflects the outcomes of management's choices. Companies may
experience unsteadiness due to the occurrence of financial difficulty. Things may only worsen if
the corporation doesn't grasp the scope of the issue (Yati, S., & Patunrui, 2017).

Several different things may cause financial distress. The covid 19 epidemic is one of the
potential causes of economic distress. The World Health Organization (WHO) formally classified
the 2019 coronavirus disease pandemic (Covid-19) on March 9, 2020, caused by a novel
coronavirus strain, severe acute respiratory syndrome coronavirus 2 (SARS- CoV-2) (Suhaidar et
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al,, 2020). Furthermore, both external and internal causes of the organisation might lead to the
creation of financial distress. Rohiman & Damayanti (2019) find that inflation has a major impact
on economic distress. Kurniasanti & Musdholifah (2018) provide contrasting results by
concluding that inflation has little bearing on financial distress. The ratios of profitability (ROA),
leverage (DER), liquidity (CR), and asset turnover (ATO) all affect financial distress. At the same
time, only inflation is proven to affect financial distress at the macro level. In contrast, the
exchange rate factor and economic growth do not affect financial distress, according to research
by Ceylan (2021).

LITERATURE REVIEW

Stakeholder Theory

Stakeholder theory, as defined by Yusuf (2017), asserts that the corporation is fully
responsible to all stakeholders. The theory's overarching goal is to help managers better
comprehend their stakeholder environments and implement efficient methods of dealing with
external factors that may affect their businesses (Khasanah et al., 2020). According to this view,
everyone who might be affected by an organization's actions has a right to know how those
actions will affect them, even if they don't want to know or can't do anything positive to help the
organization succeed (Deegan, 2004 in Ulum, 2009).

Covid 19 Pandemic

Government attempts to halt the spread of the COVID-19 epidemic have put Indonesia's
economy in a bind (Silalahi & Ginting, 2020). The effects of this epidemic are so severe that even
Indonesia's economic growth, which had been forecast to reach 5.3% in 2020, is now only
expected to reach 2%. (Hadiwardoyo, 2020). This problem may affect the company's bottom line.
Moreover, the government's strategy of restricting community activities disturbs the company's
economic operations, reducing its potential for profit and increasing the likelihood of its going
bankrupt. According to earlier studies done by Syafrida & Suryani (2020), the effect of the COVID-
19 pandemic has a beneficial influence on the forecast of company bankruptcy. Similarly,
Hadiwardoyo's (2020) studies show that businesses that can't weather the effects of the COVID-
19 epidemic would face the prospect of insolvency or bankruptcy.
Hi: The COVID-19 pandemic has a positive effect on financial distress

Profitability

The extent to which a business can profit from its operations may be defined as its
profitability (Sudrajat & Setiyawati, 2021). The term "profitability" refers to the degree to which
a business can turn a profit within a certain time frame via effectively managing its sales, assets,
and capital. According to Herry (2015), a greater profitability ratio indicates that the company is
less likely to run into financial trouble. Previous studies by Machmuddah (2019) & Christine et al.
(2019) found that a low return on assets was correlated with financial difficulties in businesses.
This is consistent with findings from a study by Nukmaningtyas and Worokinasih (2018) that
found a negative correlation between ROA performance and financial stress.
Hz: Profitability has a negative effect on financial distress
Liquidity

Razak et al. (2020) define the current ratio as a benchmark for evaluating a company's
short-term liquidity and solvency. According to agency theory, a company's agency expenses may
be lowered if its liquidity levels are higher. If a firm has a lot of cash, it can easily pay its
obligations, indicating that the business is doing well (signalling theory). Cahyani and Diantini
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(2016) and Pawitri and Alteza (2020) discovered that liquidity negatively impacted financial
distress as measured by the current ratio.
Hj; : Liquidity has a negative effect on financial distress

Leverage

According to signal theory, corporations will provide information, such as financial
statements, and investors and external parties may utilize that to make judgments. Potential
investors may turn elsewhere if the financial statements don't appear good. The debt-equity ratio
measures how well a corporation can pay back its debt. The higher this ratio is, the more
dangerous it is for the company's finances (Sudana, 2015). According to Widiati and Pratama's
(2015) research, the debt to equity ratio mitigates monetary stress. Consistent with the findings
of Rani (2017) and Dewi & Dana (2017), who also found that DER mitigated financial distress,
Ha4: Leverage has a positive effect on financial distress

Inflation

Inflation can be seen through a fenomena when prices keep going up without stopping.
Instability in a country's economic system frequently leads to high inflation rates. When the
economy is in a state where the demand for goods is higher than the supply, prices tend to rise.
According to studies by Pamungkas et al. (2021), inflation significantly mitigates economic
hardship.
Hs: Inflation has a positive effect on financial distress

Exchange Rate

Uncertainty in the currency rate is a risk that each investor in the global market must take
into account. Any investor that deals in foreign currency must also factor in currency fluctuations’
risk premium (Rodoni & Herni, 2014). It has been predicted by Widarjo and Setiawan (2009) that
a fall in the value of the rupiah would harm business profits. There is a chance that the company's
financial situation may worsen as a result of this drop. Afriyeni and Jumyetti's (2017) findings
corroborate this observation; the magnitude of exchange rate swings greatly impacts struggling
businesses.
He : Exchange rate has a positive effect on financial distress

METHODS

This study aims to ascertain the influence of independent factors on the dependent
variable by using a quantitative strategy, a sort of explanatory research that explains the causal
link between variables by testing hypotheses (Sugiyono, 2016). The Corona Virus pandemic,
financial ratios (profitability, liquidity, and leverage), and macro factors are the independent
variables (proxied by inflation and exchange rates). Financial distress is the criterion for this
investigation. The following factors were measured during this study:

Financial Distress
According to Sehgal et al. (2021), a corporation is considered to be in financial distress if
it exhibits at least one of the following symptoms.

1. Losses occurred for a consecutive two years at the company.
2. The value of the company's equity is negative.
3. The DER ratio of this company is more than one.

Covid 19 Pandemic
The Covid 19 pandemic is measured by a dummy variable, namely:
Value 1 After Covid-19; Value 0 Before the Covid-19 pandemic
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Profitability
In this study, profitability is measured by return on assets, namely:
_ Net Income After Tax

ROA
Total Assets

Liquidity
Measurement of current ratio (CR) proxy liquidity, namely:
Current Assets

CR =
Current Liabilities

Leverage
The measurement of leverage is consistent with the debt to equity ratio (DER) proxy,

namely:
Total Debt

DER = ————+——
Total Equity

Inflation
According to Ceylan (2021) the exchange rate is used using the consumer price index
(CPI). Calculation of Inflation:
CPI= Consumer Price Index

Exchange rate

The exchange rate can be calculated by the formula (Suriyani & Sudiartha, 2018):
(ER — ER;_1)

AER, = ——
t—-1

The population for this analysis consists of manufacturing businesses trading on the
Indonesia Stock Exchange between 2017 and 2020. From 2017 through 2020, 482 businesses
were observed, and the sample was selected using a random chance distribution. The information
used in this analysis is secondary and was gathered from corporate performance reports made
public by the Indonesia Stock Exchange between 2017 and 2020. Logit regression was used in
computer statistics software to analyze the data.

RESULTS AND DISCUSSION

Descriptive Statistics

Research samples (N) total 482 data from 2017-2020, all from the annual financial reports
of manufacturing businesses traded on the Indonesia Stock Exchange. Table 1 displays the
findings of a descriptive statistical study of manufacturing firms for 2017-2020.

Table 1. Descriptive statistics

Descriptive Whole Manufacturing Chemical & Basic Industry Multi-Industrial Sector Manufacturing Companies in
Statistics Company Sector Manufacturing Manufacturing Company the Consumer Goods Industry
Company Sector
N Mean Std. N Mean Std. N Mean Std. N Mean Std.
Deviation Deviation Deviation Deviation
COVID19 482 0.2386 0.42666 216 0.2407 0.42853 132 0.2348 0.42552 134 0.2388 0.428
(Dummy)
ROA (ratio) 482 0.0337 0.05823 216 0.0289 0.05169 132 0.0218 0.05202 134 0.0532 0.0687
CR (ratio) 482 21.365 145.653 216 20.079 137.692 132 19.815 151.08 134 24964 147.587
DER (ratio) 482 10.077 108.926 216 11.277 115.825 132 10.574 124.701 134 0.7654 0.7111
Inflasi (%) 482 28.101 0.70868 216 2813 0.71386 132 28.008 0.7009 134 28.148 0.7131
Exchange rate 482 140.722 0.4402 216 140.694 0.44407 132 140.805 0.43292 134 140.684 0.4442
(Rp)
Not 235 93 53 89
Experiencing
Financial
Distress
Experiencing 247 123 79 45
Financial
Distress
Valid N 482 216 132 134
(listwise)
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Descriptive data revealed that across all production facilities for the pandemic variable
COVID-19 (covid19), the mean value is 0.2386, and the standard deviation is 0.42666. There is a
0.0337 mean and a 0.05823 standard deviation for the profitability variable (ROA). While the
standard deviation of the liquidity variable (CR) is 1.45653 and the mean is 2.1365. While the
standard deviation of the leverage variable (DER) is 1.08926, the mean is 1.0077. There is also a
mean of 2.8101 and a standard deviation of 0.70868 for the inflation variable (INFLATION).
Whereas the average value of the exchange rate variable (EXCHANGE RATE) is Rp. 14,072,20, and
the standard deviation is 0.4402. It is also known that out of the total number of manufacturing
enterprises shown in the table above, 235 do not have financial statements that show signs of
crisis, whereas 247 do.

According to the descriptive statistics, manufacturers in the basic and chemical industries
had a mean value of 0.2407 for the pandemic variable COVID-19 (covid19) and a standard
deviation of 0.42853. There is a 0.0289 mean and a 1.37692 standard deviation for the
profitability variable (ROA). The liquidity variable, CR, has a mean of 2.0079 and a standard
deviation of 1.37692. Additionally, the standard deviation of the leverage variable (DER) is
1.15825, with a mean of 1.1277. Additionally, INFLATION has a mean value of 2.8130 and a
standard deviation of 0.71386. At the same time, the exchange rate variable (EXCHANGE RATE)
has a mean of Rp. 14,069,40 and a standard deviation of 0.44407. Additionally, the data in the
table above shows that out of the 123 financial reports submitted by manufacturing enterprises
in the basic and chemical industry sectors, 93 do not show any signs of financial trouble.

Manufacturing firms across all industries were analyzed descriptively, and the findings
revealed that the COVID-19 (covid19) pandemic variable had a mean value of 0.2348 and a
standard deviation of 0.42552. The profitability variable (ROA) has a mean value of 0.0218, and
its standard deviation is 0.05202. Also, the liquidity variable (CR) standard deviation is 1.51080,
with a mean of 1.9815. Meanwhile, the leverage variable (DER) standard deviation is 1.24701,
with a mean of 1.0574. The INFLATION variable has a mean of 2.8008 and a standard deviation
of 0.70090. EXCHANGE RATE, meanwhile, has a mean value of Rp. 14,080,50 or a standard
deviation 0f 0.43292. According to the data in the table above, out of the sample of manufacturing
enterprises across industries, 53 do not encounter financial trouble, while the remaining 79 do.

A descriptive statistical study of enterprises in the consumer products manufacturing
sector revealed that the COVID-19 (covid19) pandemic variable had a mean value of 0.2388 and
astandard deviation of 0.42795. In addition, the profitability variable (ROA) typically ranges from
0.0532 to 0.06869, with a mean of 0.0532 and a standard deviation of 0.06869. While CR, a
measure of liquidity, averages 2.4964 with a standard deviation of 1.47587. On the other hand,
the standard deviation of the leverage variable (DER) is 0.71113, with a mean of 0.7654.
Moreover, the inflation variable (INFLATION) has a mean of 2.8148 and a standard deviation of
0.71313. While the exchange rate variable (EXCHANGE RATE) has a mean of Rp. 14,068,40 and a
standard deviation of 0.4442. The preceding data shows that among manufacturing enterprises
in the consumer products industrial sector, 89 financial reports do not face financial trouble and
45 financial statements do.

Logistics Regression Analysis

To determine whether or not an independent variable may explain a dependent variable,
statisticians use a technique known as logistic regression. Standard normality and classical
assumption checks on independent variables are unnecessary in modern logistic regression
methods (Ghozali, 2011). Logistic regression testing may be broken down into steps (Ghozali,
2011).
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a. Feasibility Test of Logistics Regression Model
As a measure of a regression mode's practicability, the table of Hosmer and Lemeshow's

Goodness of Fit Test on the Chi-square value is useful. If Hosmer and Lemeshow's Goodness of Fit
Test has a value greater than 0.05, then the model is suitable for predicting the observation value,
and the mode I may be accepted.

Table 2 Hosmer and Lemeshow's Goodness of Fit Test Manufacturing companies by sector
Chi-square  df Sig.

All Manufacturing Company Period 2017 - 2020 20.729 8 0.008
Basic & Chemical Industry Sector 31.866 8 0.000
Multi-Industrial Sector 8.898 8 0.351
Consumer Goods Industry Sector 4.494 8 0.810

Across all manufacturing firms in the study period 2017-2020, Hosmer and Lemeshow's
Test found a significant level of 0.008 < 0.05. To sum up, it can be said that during the 2017-2020
manufacturing firm era, the model fails to forecast the observations' value or is accepted since it
does not match the observation data. Since the significance level of the Hosmer and Lemeshow's
Test for the basic and chemical industries was 0.000 < 0.05, the findings were disregarded.
Therefore, it is argued that the model cannot forecast the observed value or that the model cannot
be adopted since it does not match the observation data in the basic and chemical business.
Meanwhile, Hosmer and Lemeshow's Test findings were accepted across various industries due
to a significant level of 0.351 > 0.05. This means it can be put to use in analytical pursuits. Hosmer
and Lemeshow's test findings for the consumer goods industry are also accepted due to their
substantial value of 0.810 > 0.05. So, either the model may be used to forecast the observation's
value, or the model can be accepted since it fits the observation data.

b. Classification Matrix Test
It is possible to measure the efficacy of a logistic regression model used to foretell a

manufacturer's financial viability by looking at their classification matrix test score. Below is a
table displaying the matrix used for categorizing things.

Table 3. Classification Matrix

Whole Chemical & Basic Multi-Industrial Manufa_ctu_rmg
. Sector Companies in the
Observed Manufacturing Industry Sector P .
Company Manufacturing Company Manufacturing Consumer Goods
Company Industry Sector
Not Experiencing 0 235 0 74 19 79.6 0 53 0 83 6 933
D Financial Distress
Step Experiencing 0 247 100 17 106 86.2 0 79 100 7 38 844
1 Financial Distress
Overall Percentage 51.2 83.3 59.8 90.3

For 2017-2020, this logistic regression model successfully predicts the categorization of
139 out of 482 manufacturing enterprises. The manufacturing industry has produced very poor
accuracy results for the prediction model. Thus it is required to test the model per industrial
sector. Logistic regression accurately predicts the presence or absence of 58 out of 216 data
points for manufacturing enterprises in the basic and chemical industry, according to the
categorization matrix. The lack of a statistically significant discrepancy between the projected
data and the observed data is indicative of a solid regression model, which is supported by the
high percentage of the correctness of the classification table. Of the 132 data points used to create
a classification matrix for manufacturers across industries, 59.8% can be explained using this
logistic regression model. This model was applied to 33 different firms. There is no statistically
significant discrepancy between the projected and observed data, indicating that the regression
model is accurate. This logistic regression model successfully predicts the presence or absence of
25 manufacturing enterprises (134 data) in the consumer products industry or 90.3% of the time.
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Indicative of a successful regression model is the high proportion of correct classifications in the
table.

C. Overall Fit Model Test

This is done by calculating the difference between the probabilities of -2 log-likelihood at
the start of the experiment and -2 log-likelihood after the experiment. The value is -2 log-
likelihood when the model contains just constants (Block Number = 0) and -2 log-likelihood when
the model contains both dependent constants and variables (Block Number = 1). If the postulated
model agrees with the data, the value of the probability of -2 log-likelihood will drop from Step 1
to Step 2. As can be seen below, both the study's initial and ending log-likelihood values (a
measure of probability) were -2.

Table 4. Iteration History -2 Log likelihood

Chemical & Basic Manufacturing
. Multi-Industrial Sector Companies in the
Whole Manufacturing Company Industry Sector X
; Manufacturing Company Consumer Goods
Manufacturing Company
Industry Sector
Iteration -2 Log Coefficients -2 Log Coefficients -2 Log Coefficients -2 Log Coefficients
likelihood Constant likelihood Constant likelihood Constant likelihood Constant

Step 0 1 667.895 0.05 295.259 .280 177.836 399 171.044 -.682

2 667.895 0.05 295.259 .280 177.836 399 171.044 -.682

Step 1 1 423.965 2.118 180.420 6.076 126.717 -2.624 72.601 -3.955
2 379.966 2.483 176.145 5.840 116.687 -2.869 65913 -9.075
3 372.109 1.923 175.719 5.430 115.320 -3.670 64.559 -13.070
4 371.707 1.560 175.714 5.375 115.278 -3.859 64.476 -14.313
5 371.705 1.528 175.714 5.374 115.278 -3.866 64.475 -14.403
6 371.705 1.528 175.714 5.374 115.278 -3.866 64.475 -14.404

a. Constant is included in the model.
b. Initial -2 Log Likelihood: 667.895
c. Estimation terminated at iteration number 2 because parameter estimates changed by less than .001.

All manufacturing firms for 2017-2020 have a -2 Log-likelihood value of 667,895, as
shown in both tables. After including six independent variables, the final value of -2 Log
probability was 371,705. The regression mode I fit the data is revealed by decreasing the value of
-2 Log-likelihood. In addition, the initial workforce count for the basic & chemical industry was
295,259. After including all six independent variables, the final value of -2 Log probability was
175,714. The regression mode I fit with the data is indicated by a drop in the value of -2 Log-
likelihood. Value -2 At the outset, the log-likelihood of manufacturing firms in the multi-industrial
sector is 177,836. After including all six independent variables, the final value of -2 Log
probability was 115,278. If the value of the -2 Log likelihood goes down, the regression mode I fit
with the data becomes more probable. Value -2 In the beginning, the log-likelihood of a
manufacturing company in the consumer products sector is 171,044. The final value of -2 Log
likelihood after including all six independent variables was 64,475. The regression mode I fitted
with the data shows the drop in value of -2 Log-likelihood.

d. Coefficient of Determination Test (Nagelkerke’s R Square)

This analysis is performed to determine the extent to which the independent factors
explain the variance in the dependent variable. Nagelkerke's R Squared test outcomes are listed
below.

Table 5. Nagelkerke R Square

-2 Log likelihood Cox & Snell R Nagelkerke R

Square Square
All Manufacturing Company Period 2017-2020 371.7052 459 612
Chemical & Basic Industry Sector Manufacturing Company 175.714~ 425 .570
Multi-Industrial Sector Manufacturing Company 115.278 .377 .510
Manufacturing Companies in the Consumer Goods Industry Sector 64.475¢2 .549 .761

Source: Results of Data Processing with SPSS 24 (2022)
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Nagelkerke's r square is 0.612 for the 2017-2020 manufacturing industry. These findings
indicate that the covid19 epidemic, profitability, liquidity, leverage, inflation, and currency rates
together account for 61.2% of the variance in financial hardship factors; the remaining 38.8% are
explained by additional variables not included in this study. Nagelkerke's r-squared is 0.570 in
the basic and chemical manufacturing sector. These findings indicate that the covid19 epidemic,
profitability, liquidity, leverage, inflation, and currency rates may account for 57.0% of the
variance in financial hardship factors; the remaining 43.0% is explained by variables not included
in this study.

Also, Nagelkerke's r square is 0.510 across various manufacturing organisations in
different industries. Based on these findings, we may deduce that the covid19 pandemic,
profitability, liquidity, leverage, inflation, and currency rates all contribute to differences in
financial hardship by a combined 51.0%. The remaining 49.0% are explained by variables not
included in this study. If so, then 0.761 is Nagelkerke's r square. Results show that the covid19
epidemic, profitability, liquidity, leverage, inflation, and currency rates can explain 76.1% of the
variance in financial distress factors, while other variables explain the remaining 23.9%.

Hypothesis test
The results of the logistic regression test can be seen below:

Table 6. Hypothesis Testing Results

B Sig. Information
Covid-19 All Manufacturing Company Period 2017-2020 -0.150 0.856 Rejected
Basic & Chemical Industry Sector 0.281 0.813 Rejected
Multi-Industrial Sector -1.428 0.330 Rejected
Consumer Goods Industry Sector 1.868 0.410 Rejected
ROA All Manufacturing Company Period 2017-2020 -28.418 0.000 Received
Basic & Chemical Industry Sector -24.925 0.000 Received
Multi-Industrial Sector -29.755 0.000 Received
Consumer Goods Industry Sector -35.646 0.000 Received
CR All Manufacturing Company Period 2017-2020 -0.480 0.000 Received
Basic & Chemical Industry Sector -0.345 0.086 Rejected
Multi-Industrial Sector -0.373 0.015 Received
Consumer Goods Industry Sector -0.598 0.109 Rejected
DER All Manufacturing Company Period 2017-2020 1.462 0.000 Received
Basic & Chemical Industry Sector 1.915 0.000 Received
Multi-Industrial Sector 1.045 0.000 Received
Consumer Goods Industry Sector 3.179 0.003 Received
INFLATION All Manufacturing Company Period 2017-2020 0.101 0.893 Rejected
Basic & Chemical Industry Sector 0.219 0.840 Rejected
Multi-Industrial Sector -0.315 0.810 Rejected
Consumer Goods Industry Sector 1.468 0.462 Rejected
EXCHANGE RATE All Manufacturing Company Period 2017-2020 -0.078 0.911 Rejected
Basic & Chemical Industry Sector -0.437 0.668 Rejected
Multi-Industrial Sector 0.434 0.728 Rejected
Consumer Goods Industry Sector 0.668 0.701 Rejected

Source: Results of Data Processing (2022)

Based on the data in the table above, it is clear that the manufacturing industry
consistently rejects Covid-19, Inflation, and Exchange Rate factors. This study's findings on the
Covid-19 variable are in contrary with those of Armadani et al. (2021) which suggested that the
COVID-19 pandemic would impact the frequency with which company experience financial
distress. However, this finding is similar to Pujianty and Khairunnisa (2021), which found that
Inflation did not negatively impact firms that could foresee the effects of macroeconomic factors.
Wafi et al.'s (2021) study revealed no correlation between inflation and financial distress is also
consistent with these findings.
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Exchange rate has never been correlated with economic distress. A corporation that
receives a significant portion of its revenue from overseas sales is said to have a natural hedge by
Pujianty & Khairunnisa (2021). Therefore, the state of financial distress is unaffected by the rise
in the exchange rate. This finding is consistent with previous studies by Sulistyani (2018) and
Pujianty & Khairunnisa (2021), which also revealed that currency exchange rates did not
influence financial hardship.

Both ROA and DER are well recognized. Return on Assets (ROA) indicates how effective a
firm is in managing its assets to cover all of its operating expenses and make substantial profits
with little risk of going bankrupt. Consistent with the findings of Dewi et al. (2019), this study
found that higher levels of profitability are associated with lower levels of financial distress.
Leverage has a positive and persistent influence on financial distress, as measured by the DER
variable. Any time a business relies heavily on debt financing to operate, it jeopardizes itself.
Consistent with the findings of Bachtiar (2022), Heriyanto et al. research's demonstrate that
leverage influences the incidence of financial distress.

While CR is widely accepted in the manufacturing sector and across many industries
between 2017 and 2020, it is widely rejected in the basic and chemical industries and the
consumer products sector. It demonstrates that liquidity is irrelevant in explaining economic
downturns. Meanwhile, it demonstrates that liquidity influences financial distress in all industrial
business areas and in many parts of the consumer sector. The findings are consistent with those
of Sariroh (2021), who concluded that liquidity did not influence the incidence of a financial crisis.
On the other hand, Septiani & Dana (2019) and Dewi et al. (2019) discovered that liquidity
influences the incidence of financial distress.

CONCLUSION AND SUGGESTION

Conclusion

Manufacturing companies and the manufacturing sector are still experiencing financial
problems. However, this is not attributable to the Covid-19 epidemic (basic & chemical industry
sector, various industrial sectors, and the consumer goods industry sector). All manufacturing
enterprises and the manufacturing sub-sector are negatively impacted by profitability. To varying
degrees, manufacturing firms' ability to access liquid economic resources may contribute to
financial stress. However, financial distress in the industrial sector is unaffected by liquidity. In
both the overall manufacturing industry and the manufacturing industry itself, financial distress
is influenced by leverage. All manufacturing enterprises and the manufacturing sub-sector are
immune to financial distress from inflation and currency rate fluctuations.

Suggestion

Financial distress may be avoided if the company's management pays close attention to
its debt and profitability to prevent, analyze, and optimize its performance. Investors are advised
before investing in a manufacturing company to consider the DER ratio of the company, whether
it is still reasonable when compared to the DER ratio of similar industries. Investors also need to
pay attention to the profitability factor, because companies that have high profitability will find
it easier to manage cash flow so as to avoid financial distress. Further researchers are advised to
extend the research period until 2021 so that the impact of COVID-19 on financial distress can be
analyzed in depth. The prediction capacity of the resultant model may be improved by using data
from more than four years and studying objects outside of manufacturing, such as mining and
finance (banking and insurance) organizations.
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