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ABSTRAK

The purpose of this study was to determine the effect of Current Ratio, Debt to Equity Ratio,
and Sales Growth on Financial Distress with Return on Assets as an Intervening Variable.
This study uses quantitative methods with descriptive and verification approaches. Testing the
data in this study using the classical assumption test, as well as testing the hypothesis using
path analysis, correlation coefficient tests, and coefficients of determination tests. Data
processing using IBM SPSS 26.0 program. Based on the results of this study indicate that (1)
Current Ratio has an effect on Financial Distress. (2) Debt to Equity Ratio has no effect on
Financial Distress. (3) Sales Growth has no effect on Financial Distress. (4) Current Ratio
has an effect on Return on Assets. (5) Debt to Equity Ratio has no effect on Return on Assets.
(6) Sales Growth has no effect on Return on Assets. (7) Return on Assets has an effect on
Financial Distress. (8) Current Ratio, Debt to Equity Ratio and Sales Growth have a
simultaneous effect on Financial Distress. (9) Current Ratio, Debt to Equity Ratio and Sales
Growth have a simultaneous effect on Return on Assets. (10) Current Ratio, Debt to Equity
Ratio and Sales Growth have a simultaneous effect on Financial Distress with Return on
Assets as an intervening variable.

Keywords: Current Ratio, Debt to Equity Ratio, Sales Growth, Financial Distress, Return on

Assets

Introduction

The economic crisis due to the prolonged
Covid-19 pandemic hit the mining
industry. The average performance of
mining companies in Indonesia is
deteriorating. The weakening of the
domestic mining sector is indicated by the
economic performance or gross domestic
product (GDP) of the sector. It has been
four quarters, namely from the second
quarter of 2020 to the first quarter of 2021,
itis still experiencing contractions, as is the
case with the national economy or total

gross domestic product (GDP).

The coronavirus pandemic has hit the
mining sector. Almost all mining issuers,
especially those engaged in the coal sector,
have decreased performance. The
performance of coal issuers on average
experienced a decrease in revenue and net
profit from 20% to more than 50% on an
annual basis and some even lost.

Changes in economic conditions are often
a factor that affects the company's financial
performance, so that the company's
performance declines. Companies that
continue to show declining performance
are feared to experience Financial Distress

conditions that lead to bankruptcy which
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ultimately results in the company being
delisted from listing its shares on the
Indonesia Stock Exchange (Roni and
Yunita, 2020).

The indicator of a bankrupt company in the
capital market is that the company is
delisted. A company that is delisted from
the Indonesia Stock Exchange means that
the company is removed or removed from
the list of companies whose shares are
traded on the Indonesia Stock Exchange.
For investors, companies that have been
delisted are synonymous with bankruptcy
because they can no longer invest in the
company (Rangga and Rasyidah, 2017).
The Indonesia Stock Exchange announced
that there are dozens of issuers that have
the potential to be delisted in 2021. In
2020, the Indonesia Stock Exchange has
expelled six issuers. Two of them are from
the mining sector, namely Borneo
Lumbung Energi & Metal Tbk (BORN),
and Cakra Mineral Tbk (CKRA).

A company certainly wants to avoid
conditions that can lead to bankruptcy
because it can result in various losses for
shareholders, employees, and the national
economy. One of the conditions that can
put a company in danger of bankruptcy is
Financial Distress (Rochman et al, 2018).
Financial distress is a condition in which a
company experiences financial difficulties

to meet its obligations, the company's

income cannot cover the total costs and
suffer losses (Hery, 2017).

Companies need to analyze financial
statements in analyzing Financial Distress.
In analyzing financial statements, financial
ratios can be used to assess the company's
financial performance in one period. Based
on previous research, the ratios that are
usually used are Current Ratio, Debt to
Equity Ratio, Sales Growth and Return on
Assets as indicators that can predict the
occurrence of Financial Distress in the
company.

Literature Review

Analysis of the company's financial
statements is basically to determine the
level of profitability and the level of risk or
the level of company health (Hanafi and
Halim, 2016). Financial statement analysis
is a process to dissect financial statements
into their elements and examine each of
these elements with the aim of obtaining a
good and appropriate understanding and
understanding of the financial statements
themselves.

Financial performance in the context
of the business world contains a very broad
meaning. Performance measurement is
“One of the important components in the
management control system to determine
the level of success of the company in
achieving the goals that have been set, both
short-term goals and long-term goals Hery
(2018).
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Financial  Distress  shows the
company's inability to pay its financial
obligations as they fall due which has an
impact on bankruptcy or liquidity
difficulties which may be the beginning of
bankruptcy. (Rudianto, 2013).

Return on Assets (ROA) is also called
the earnings power ratio, describing the
company's ability to generate profits from
available resources. (Sirait, 2017)

The ratio to measure the company's
ability to pay short-term obligations or
debts that are due immediately when billed
as a whole is called the current ratio.
Cashmere (2018)”

Debt to Equity Ratio is a ratio that is
used to assess debt to equity. Which is
calculated by comparing all debt, including
current debt with all equity. (Kasmir
(2018)

Sales Growth

Sales Growth Ratio (Sales Growth)
provides an overview of the growth of
company posts from year to year. This ratio
shows the percentage increase in sales this
year  compared to last  year.
(Harahap,2016:309)

Method

The research uses quantitative
methods with descriptive and verification
approaches. The object of research is the
Mining Sector Companies Listed on the

Indonesia Stock Exchange for the 2013-

2020 period with a population of 55
companies while the sample used is 14
companies according to the criteria needed

in the study.

Result

Descriptive Analysis

Descriptive Statistics
. Std.
N Min Max Mean .
Deviation
Financial
. 112 -3.17 3.69 4199 91614
Distress
Return on
112 | -64.39 45.56 -1266 | 12.15119
IAssets
Current
. 112 .01 4.62 | 1.4540 1.10484
Ratio
Debt to
Equity 112 | -24.12 34.06 | 2.2752 5.69998
Ratio
Sales
112 | -9855| 6302.04 | 62.1998 | 597.99973
Growth

Verificative Analysis
a. Normality Test

To determine the normality of the data,
the authors use the results of the
Kolmogorov Smirnov test which if the
significant value is > 0.05 then the research
data is assumed to be normally distributed.
From the tests carried out using SPSS 26.0

on sample data, the following results were

obtained:
One-Sample Kolmogorov-Smirnov Test
Unstandardized
Residual

N 112

Normal Mean .0000000

Parameters®” Std. .35544987
Deviation
Absolute .073
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Most Extreme Positive .073
Differences Negative -.055
Test Statistic .073
Asymp. Sig. (2-tailed) .185°

a. Test distribution is Normal.

b. Calculated from data.

c. Lilliefors Significance Correction.

According to Kolmogorov-Smirnov

test, it indicates

Path Analysis

a. a. Multiple Regression Analysis

Model 1
Coefficients®
Unstandardized | Standardized
Coefficients Coefficients
Model B | Std. Error Beta
1 (Constant) | -.183 135
Current 414 .070 499
Ratio
Debt to -.001 .014 -.009
Equity
Ratio
Sales 7.87 .000 .051
Growth 9E-5

From the regression results obtained, the
following equation can be made:
Y =0.499 X1 -0.009 X2 +0.051 X3+ _2

The regression equation has the following

meaning:
1. The addition of 1 X1 unit affects Y
by 0.499
2. Theaddition of 1 unit of X2 affects
Y by -0.009

3. Theaddition of 1 unit of X3 affects
Y by 0.051

4. The total effect of X on Y is 0.499
-0.009 +0.051 =0.541

b. b. Multiple Regression Analysis

Model 2
Coefficients®
Unstandardized | Standardized
Coefficients Coefficients
Std.
Model B Error Beta
1 (Constant) -5.581| 1.955
Current Ratio 3.311| 1.018 301
Debt to .238 197 112
Equity Ratio
Sales Growth .002 .002 .078

From the regression results obtained,

the following equation can be made:
Z=0,301 X1 +0,112 X2 + 0,078 X3 + &

The regression equation has the following

meaning:
1. The addition of 1 X1 unit affects Z
by 0.301
2. The addition of 1 X2 unit affects Z
by 0.112

3. The addition of 1 unit of X3 has an
effect on Z of 0.078

4. From the results of the regression
coefficients obtained, it shows that
the Current Ratio factor (bl =
0.301) is the more dominant factor

in influencing Return on Assets in
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Mining Sector Companies listed
on the Indonesia Stock Exchange
for the 2013-2020 period.

Pearson Correlation Coefficient Test

The calculation results for the

correlation coefficient are as follows:

Correlations

Y | X1 X2 X3 X4

Y Pearson 1] .495| -.071 .004 | .878
Correlation - -
Sig. (2- .000| .454| .964 | .000
tailed)
112 | 112 112 112 | 112
X1 | Pearson 495 1| -134| -.093| .279
Correlation - -
Sig. (2- .000 159 .328 | .003
tailed)
112 | 112 112 112 | 112
X2 | Pearson - - 1 .076 | .077
Correlation .071 | .134
Sig. (2- 454 | 159 427 | 418
tailed)
112 | 112 112 112 | 112
X3 | Pearson .004 - .076 1] .058
Correlation .093
Sig. (2- 964 | 328 | 427 542
tailed)
112 | 112 112 112 | 112
4 Pearson .878 | .279 077 .058 1
Correlation - -
Sig. (2- .000 | .003 418 542
tailed)

112 | 112 112 112 | 112

**_Correlation is significant at the 0.01 level (2-tailed).

1. The correlation between Current

Ratio (X1) and Financial Distress
(YY) is 0.495. This shows that there
is a moderate positive correlation
between the Current Ratio (X1)

and Financial Distress (Y).

2. The correlation between Debt to

Equity Ratio (X2) and Financial
Distress (Y) is -0.071. This shows
that there is a very low negative
correlation between the Debt to
Equity Ratio (X2) and Financial
Distress (Y).

The correlation between Sales
Growth (X3) and Financial
Distress (Y) is 0.004. This shows
that there is a very low positive
correlation between Sales Growth
(X3) and Financial Distress (Y).
The magnitude of the correlation
between the Current Ratio (X1) to
Return on Assets (Z) is 0.279. This
shows that there is a low positive
correlation between the Current
Ratio (X1) and Return on Assets
2.

The magnitude of the correlation
between the Debt to Equity Ratio
(X2) to the Return on Assets (2) is
0.077. This shows that there is a
very low positive correlation
between the Debt to Equity Ratio
(X2) and Return on Assets (Z).
The correlation between Sales
Growth (X3) and Return on Assets
(2) 15 0.058. This shows that there
is a very low positive correlation
between Sales Growth (X3) and
Return on Assets (Z).
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7. The correlation between Return on
Assets (Z) and Financial Distress
(YY) is 0.878. This shows that there
is a very strong positive

correlation between Return on
Assets (Z) and Financial Distress
(Y).
Coefficient of Determination Test (R?)
The coefficient of determination test
is a tool to measure how far the model's
ability to explain the variation of the
dependent variable is. The following are
the results of the coefficient of

determination test using SPSS 26.0

Model Summary®

Std. Error
R Adjusted of the
Model R Square | R Square Estimate
1 4982 248 227 .80548

a. Predictors: (Constant), Sales Growth, Debt to Equity

Ratio, Current Ratio

b. Dependent Variable: Financial Distress

According to the test above, It can be

seen that:
KD = R? x 100%
= (0,498)? x 100%
=24,8%

The coefficient of determination is
24.8% which means that the Current Ratio
(X1), Debt to Equity Ratio (Xz) and Sales
Growth (X3) provide a simultaneous
relationship of 24.8% to Financial Distress
(Y). While the remaining 75.2% is
influenced by other factors. (eg other
financial ratios) that are ignored in this
study.

Model Summary®

R Adjusted Std. Error of
Model R Square | R Square | the Estimate

1 3127 .097 072 11.70539

a. Predictors: (Constant), Sales Growth, Debt to Equity
Ratio, Current Ratio

b. Dependent Variable: Return on Assets

According to the test above, It can be
seen that:

KD = R? x 100%

= (0,312)? x 100%
=9,7%

Thus, the coefficient of determination
is 9.7% which shows the meaning that the
Current Ratio (X1), Debt to Equity Ratio
(X2) and Sales Growth (X3) provide a
simultaneous relationship (together) of
9.7% to Return on Assets (Z). While the
remaining 90.3% is influenced by other
factors (eg other financial ratios) which are

ignored in this study.

Model Summary®

R Adjusted | Std. Error of
Model R Square | R Square | the Estimate

1 9227 .849 .844 .36203

a. Predictors: (Constant), Return on Assets, Sales

Growth, Debt to Equity Ratio, Current Ratio

b. Dependent Variable: Financial Distress

According to the test above, It can be
seen that:

KD = R? x 100%

= (0,922)? x 100%
= 84,9%

Thus, the coefficient of determination
is 84.9%, which means that the Current
Ratio (X1), Debt to Equity Ratio (Xz), Sales
Growth (X3) and Return on Assets (Z)
provide a simultaneous relationship
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(together). of 84.9% of Financial Distress
(Y). While the remaining 15.1% is
influenced by other factors (eg other
financial ratios) which are ignored in this

study.

Hypothesis Test
Partial Test

Partial Test Result (T test) X-Y

accepted and H is rejected, meaning that
the Debt to Equity Ratio (X2) has no effect
on Financial Distress (Y).
c. Sales Growth Variable Test(X3)
From the table above, it is obtained
that tcount for Sales Growth (Xs) is 0.612
and ttable is 1.98177 with a significance
value of 0.542. Due to the value of tcount
< ttable and significant value > 0.05 then
HO is accepted and H3 is rejected, meaning
that Sales Growth (X3) has no effect on
Financial Distress (Y).
Partial Test Result (T test) X-Z

Coefficients?
Standardized
Coefficients
Model Beta T Sig.
1 | (Constant) -1.363 176
Current Ratio 499 | 5.903 .000
Debt to Equity -.009 | -.102 919
Ratio
Sales Growth .051 .612 .542

a.

Current Ratio Variable Test (X1)

From the table above, it is obtained
that t count for Current Ratio (X1) is 5.903
and t table is 1.98177 with a significance
value of 0.000. Due to the t count > t table
and the significance value < 0.05, HO is
rejected and H1 is accepted, meaning that
the Current Ratio (X1) has a positive and

significant effect on Financial Distress (Y)

b. Debt to Equity Ratio Variable

Test(X2)

From the calculation of the table
above, it is obtained that tcount for Debt to
Equity Ratio (X2) is -0.102 and ttable is
1.98177 with a significance value of 0.919.
Due to the value of tcount < ttable and

significant value > 0.05 then HO is

Coefficients?
Standardized
Coefficients

Model Beta T Sig.

1 | (Constant) -2.855 .005
Current Ratio 301 | 3.251 .002
Debt to Equity 112 | 1.208 .230
Ratio
Sales Growth 078 | .846 .399

a. Current Ratio Variable Test (X1)

From the calculation of the table
above, it is obtained that t count for Current
Ratio (X;) is 3.251 and t table is 1.98177
with a significance value of 0.002. Due to
the t count > t table and the significance
value < 0.05, HO is rejected and H4 is
accepted, meaning that the Current Ratio
(X1) has a positive and significant effect on
Return on Assets..(Z).

b. Debt to Equity Ratio Variable Test

(X2)

From the calculation of table 4.22, it
is obtained that tcount for Debt to Equity
Ratio (X2) is 1.208 and ttable is 1.98177
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with a significance value of 0.230. Due to
the tcount < ttable and the significance
value > 0.05, HO is accepted and H5 is
rejected, meaning that the Debt to Equity
Ratio (X2) has no effect on Return on
Assets..(2).

c. Sales Growth Variable Test (X3)
From the calculation of table 4.22 obtained
t count for Sales Growth (X3) of

0.846 and t table of 1.98177 with a
significance value of 0.399. Due to the
value of t count < t table and significant
value > 0.05 then HO is accepted and H6 is
rejected, meaning that Sales Growth (X3)
has no effect on Return on Assets (Z).
Partial Result Test (T Test) Z-Y

Coefficients?

Standardized
Coefficients
Model Beta T Sig.
1 | (Constant) 10.306 .000
Return on Assets 878 | 19.280| .000

a. Return on Assets Variable Test (2)

From the calculation of table 4.23
obtained t count for Return on Assets (Z)
of 19.280 and t table of 1.98177 with a
significance value of 0.000. Due to the
value of t count > t table and significant
value <0.05 then HO is rejected and H7 is
accepted, meaning that Return on Assets
(2) has a positive and significant effect on

Financial Distress (Y).

Simultaneous Test
Simultaneous Hypothesis Test Results
(Test F) Model 1

ANOVA?
Sum of Mean

Model Squares Df | Square F Sig.
1 Regress 23.094 3 7.698 | 11.86 | .000

ion 5 b

Residua 70.069 | 108 .649

|

Total 93.163| 111
a. Dependent Variable: Financial Distress
b. Predictors: (Constant), Sales Growth, Debt to Equity
Ratio, Current Ratio

Based on the table above, it is known
that Fcount is 11.865 with p-value (sig)
0.000 with = 5% and degrees of freedom
with df numerator k (number of
independent variables = 3) and df
denominator = (n-k-1) = (112-3-1 ) with an
error level of 0.050, the value of Ftable is
2.69. Due to the value of Fcount > Ftable
(11.865 > 2.69), then HO is rejected and H8
is accepted, meaning that the variables
Current Ratio (X1), Debt to Equity Ratio
(X2) and Sales Growth  (X3)
simultaneously affect Financial Distress
(Y).

Simultaneous Hypothesis Test Results
(Test F) Model 2

ANOVA?
Sum of Mean
Model Squares Df | Square F Sig.
1 Regressi | 1591.572 3| 530.524 | 3.872 | .011
on P

Residual | 14797.744 | 108 | 137.016

Total 16389.316 | 111

a. Dependent Variable: Return on Assets
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b. Predictors: (Constant), Sales Growth, Debt to Equity

Ratio, Current Ratio

Based on the table above, it is known
that Fcount is 3.872 with p-value (sig)
0.011 with = 5% and degrees of freedom
with df numerator k (number of
independent variables = 3) and df
denominator = (n-k-1) = (112-3-1) with an
error level of 0.050, the value of Ftable is
2.69. Due to the value of Fcount > Ftable
(3.872 > 2.69), then HO is rejected and H9
is accepted, meaning that the variables
Current Ratio (X1), Debt to Equity Ratio
(X2) and Sales Growth  (X3)
simultaneously affect Return on Assets.
2.

Simultaneous Hypothesis Test Results
(Test F) Model 3

ANOVA?
Sum of Mean

Model Squares Df | Square F Sig.
1 Regressi 79.139 4| 19.785 | 150.9 | .000°

on 51

Residua 14.024 | 107 131

|

Total 93.163 | 111
a. Dependent Variable: Financial Distress
b. Predictors: (Constant), Return on Assets, Sales
Growth, Debt to Equity Ratio, Current Ratio

Based on the above, it is known that
Fcount is 150.951 with p-value (sig) 0.000
with = 5% and degrees of freedom with df
numerator k (number of independent
variables = 4) and df denominator = (n-k-
1) = (112-4-1) with an error level of 0.050,
the value of Ftable is 2.46. Due to the value
of Fcount > Ftable (150,951 > 2,46), then
HO is rejected and H10 is accepted,

meaning that the variables Current Ratio
(X1), Debt to Equity Ratio (X2) and Sales
Growth  (X3) simultaneously affect
Financial Distress (Y) with Return on

Assets (Z) as Intervening Variable.

Result

Based on the results of the analysis and
calculations that have been carried out, it
can be concluded that:

1. Current Ratio (X1) has a positive and
significant effect on Financial Distress
(Y) in Mining Sector Companies
Listed on the Indonesia Stock
Exchange for the 2013-2020 Period.

2. Debt to Equity Ratio (Xz) has no effect
on Financial Distress (Y) in Mining
Sector Companies Listed on the
Indonesia Stock Exchange for the
2013-2020 Period.

3. Sales Growth (X3) has no effect on
Financial Distress (Y) in Mining
Sector Companies Listed on the
Indonesia Stock Exchange for the
2013-2020 Period.

4. Current Ratio (X1) has a positive and
significant effect on Return on Assets
(2) in Mining Sector Companies
Listed on the Indonesia Stock
Exchange for the 2013-2020 period.

5. Debt to Equity Ratio (Xz) has no effect
on Return on Assets (Z) in Mining

Sector Companies Listed on the
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10.

Indonesia Stock Exchange for the
2013-2020 Period.

Sales Growth (X3) has no effect on
Return on Assets (Z) in Mining Sector
Companies Listed on the Indonesia
Stock Exchange for the 2013-2020
period.

Return on Assets (Z) has a positive and
significant effect on Financial Distress
(Y) in Mining Sector Companies
Listed on the
Exchange for the 2013-2020 Period.
Current Ratio (Xi), Debt to Equity
Ratio (X3) and Sales Growth (X3) have
a simultaneous effect on Financial
Distress  (Y) in

Indonesia  Stock

Mining  Sector
Companies Listed on the Indonesia
Stock Exchange for the 2013-2020
Period.

Current Ratio (X1), Debt to Equity
Ratio (X2) and Sales Growth (X3) have
a simultaneous effect on Return on
Assets  (Z) in
Companies Listed on the Indonesia
Stock Exchange for the 2013-2020
period.

Current Ratio (Xi), Debt to Equity
Ratio (X3) and Sales Growth (X3) have

a simultaneous effect on Financial

Mining  Sector

Distress (Y) through Return on Assets
(2) as Intervening Variables in Mining
Sector Companies Listed on the
Indonesia Stock Exchange Period

2013-2020.
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