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ABSTRACT

Aims: The purpose of this study was to determine the effect of institutional ownership, board of
directors, audit committee, company size, and sales growth on financial distress.

Study Design: The population of this study consisted of 41 retail subsector companies listed on the
Indonesia Stock Exchange (IDX) for the 2019-2022 period. The total observation data is 164 and
obtained 64 data samples that meet the criteria and 100 data samples that do not meet the criteria
(Loss, Gray Area, Incomplete variables). This research data comes from the company's annual
financial statements.

Methodology: The data collection method is purposive sampling and the analysis technique is
model fit test, coefficient of determination test, and logistic regression. Financial distress is
calculated using the Altman Z-Score calculation, and hypothesis testing is tested using the SPSS
26 analysis tool.
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Results: The results showed that good corporate governance proxied by the board of directors and
audit committee has no effect on financial distress, while institutional ownership affects financial
distress. Company size variables affect financial distress. While sales growth has no effect on

financial distress.

Conclusion: Based on this study, it is known that institutional ownership has an effect on financial
distress, meaning that the greater the percentage of institutional ownership will reduce the
possibility of the company experiencing financial distress. The board of directors has no effect on
financial distress, meaning that the number of directors in a company does not affect the
occurrence of financial distress. The audit committee has no effect on financial distress, meaning
that the number of audit committee members is not able to reduce the problem of financial distress.
Company size has an effect on financial distress, meaning that a higher total asset value owned by
company would reduce the probability of financial distress. Sales growth has no effect on financial
distress, meaning that the high or low level of sales growth does not reflect that it can be followed
by an increase in profits earned by the company. To avoid financial distress, it is done by higher
percentage of institutional ownership, as well higher total asset value owned by the company

properly.

Keywords: Institutional ownership; board of directors; audit committee; company size; sales growth;

financial distress.
1. INTRODUCTION

In the business, a company will experience
fierce competition, when this competition occurs,
the company is required to improve new
strategies to survive in experiencing soaring

competition to maintain and create
significant profits. When the company cannot
adjust and be more aggressive in its

implementation, and when it faces continuous
losses, it will experience financial difficulties.
Financial problems that are not resolved
immediately lead to company bankruptcy. The
exploration of financial strain is essential as it
enables the early examination of a company’s

financial difficulties, allowing for proactive
measures to be implemented in
anticipation of factors that may lead to

bankcruptcy [1].

Financial distress refers to a scenario in which a
company undergoes a decline in its financial
state, occurring prior to the onset of bankcruptcy,
(Christine et al., 2019). According to Setyowati
(2019), there are three financial conditions that

cause companies to experience financial
distress, including lack of capital, large interest
expenses, and losses. Financial distress is

characterized by the lack of financial resources
to meet financial obligations by their respective
due dates. The company is compelled to halt
certain or all of its operations. Consequently, it
becomes essential to maintain equilibrium
among the three facets to reduce the
likelihood of the company encountering financial
distress.
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The retail sector is one industry that has
witnessed a decline or shown signs of financial
distress. The industrial development of a country
or region is generally progressing from year to
year and is increasing in the number of industries
and types of industries. However, retail sales in
Indonesia, according to Bank Indonesia (BI)
contracted in May 2023, both on a monthly and
annual basis. The fall in retail sales is expected
due to a higher calculation base compared to the
previous year. The realization of government
spending until the first semester of 2023 only
grew 0.9% compared to the realization of
spending in the first semester of 2022. The
growth of state spending is very low compared to
the trend of first semester spending growth in
previous periods. As is known, based on Bl data,
the Retail Sales Index in May 2023 was recorded
at 223.5 or on an annual basis (year on year)
contracted by 4.5%. The decline occurred in all
groups, especially in the clothing subgroup, the
food, beverage and tobacco group. As well as
cultural and recreational goods in line with the
normalization of public consumption (CNBC
Indonesia, 2023).

Based on earlier studies, the determinant for
predicting financial distress is the correlation of
effective  corporate governance, measured
through factors such as institutional ownership,
board of directors, and audit committee. There
are other factors that can predict financial
distress, namely  financial ratios  with
measurements of company size and sales
growth. The good corporate governance factor is
thought to affect financial distress. Effective
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corporate governance involves the application of
a  well-structured corporate  governance
mechanism. As per the guidelines of the
Organization for Economic Cooperation and
company objectives, provide recommendations
for goal attainment, and specify the oversight of
company performance. Corporate governance
mechanisms can be implemented in companies
through structures related to ownership and
oversight of the company, Dianty [2]. Maximum
implementation of good corporate governance
increases financial performance and minimizes
the formation of financial distress. Companies
using good governance tend not to experience
financial difficulties. Conversely, companies
using weak or poor governance are able to form
companies in greater financial difficulty.
Corporate governance systems, mechanisms,
and structures enable early identification of
financial distress so that companies are able to
stay away from dangerous risks 1].

Institutional ownership is thought to be a factor
that is an indicator of financial distress.
Companies that have institutional ownership are
companies that are able to indicate the
company's monitoring capabilities. Increased
institutional ownership within the company
promotes vigiliant monitoring activities, driven by
the substantial voting power, ultimately
influencing the company managerial polities.
Institutional ownership can prevent problems
between owners and managers by signaling that
the company is in good condition or not. Greater
institutional ownership enhances the effective
utilization of assets, there by reducing the
likelihood of financial distress, (Zatira et al.,
2023).

The research results from Lesmana & Damayanti
[3]; Khaeria & Kristianti [4]; Destriwanti et al. [5];
Handriani et al. [6]; Prasetya [7]; Wulandari &
Purnomo [8]; Nadialista Kurniawan, (2021)
indicate that institutional ownership affects a role
in influencing financial distress. The findings
conducted by Adiyanto [9]; Dianty [2]; Darmiasih
et al. [10] indicate that financial distress is not
influenced by institutional ownership.

The managerial and day-to-day operations of the
company are overseen by the board of directors.
The board of directors who work in a company
acts as management responsible for determining
the direction of policies and strategies for
managing the resources owned by the company
Ibrahim, ([11]). Disclosure can take the form of
the company’s annual report, providing an
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overview of both corporate governance and
situations involving financial distress.

Lesmana & Damayanti [3]; lbrahim [11];
Alexandra et al. [12]; lhvan et al. [13]; Amiyatun
& Wahyono [14] have corroborated the findings
of earlier researchers who asserted that the
presence of a directive board has an impact on
financial distress. Muafiroh & Hidajat [15];
Prasetya [7]; Amelia et al. [16]; Mujiyanti et al.
[17] have concluded that the board of directors
does not influence financial distress.

The presence of an audit committee is believed
to help prevent financial distress. Establishing an
audit committee is a crucial aspect of fostering
effective corporate governance. The
effectiveness of the audit committee is
anticipated to lie in its dedication to maximizing
shareholder wealth and preventing top
management form pursuing personal interests to
the detriment of the company. The inclusion of
an audit committee is a strategic measure for the
success of a company, representing an endeavor
to achieve overall corporate success (Wuryan et
al., 2020).

The results of earlier studies by Nursiva &
Widyaningsih [18]; Novita & Rohmawati (2020)
(Dirman, [19]; Aghniya & Purnomowati [20];
indicate that the audit committee influences
financial distress. Contrasting outcomes reported
by Marlinah [21]; Indarti et al. [22]; Wuryan et al.,
(2020), Amelia et al., [16]; Alexandra et al. [12];
Pamungkas et al. [23] suggest that, according to
their studies, the audit committee does not
impact financial distress.

The company’s size serves as an indicator to
avert financial distress, reflecting the extent of its
assets. A company experiencing positive growth
signifies an expanding size, thereby diminishing
the likelihood of bankcruptcy. In this research, Ln
total assets is employed as a metric, indicating
that a company with a higher number of assets,
is in a more secure condition. This suggests that
company is better equipped to withstand the
potential challeges of financial distress, Adiyanto
[9]. As per Rahayu & Sopian (2020), the size
company serves as a metric to categorize
institutions using various methods, distinguishing
between large and small institutions. It is
indicative of the total assets owned by the
company. The size company contributes value to
stakeholders, including investors and creditors,
who are more willing to invest or extend loans to
companies to mitigate the risk fo financial
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challenges, Beby Ratnasari et al. [24]. Typically,
the size of a company is gauged through its total
assets. Companies with smaller total assets are
pone to encountering financial distress, while
those with larger total assets signal a level of
maturity. At this stage, the company’s positive
cash flow suggests good prospects over a
relatively extend period [25].

The outcome of studies by Alsavina & Finatariani
[26]; Runis et al. [27]; Oktasari [28]; Wangsih et
al. [25]; Aini et al. [29]; Handriani et al. [6]
indicatea correlation between company size and
financial distress. In contrast, divergent
conclusions drawn by Adiyanto [9]; Susanto
Salim [30]; Diyah et al. (2023) suggest that there
is no impact of company size on financial
distress.

Another factor signaling the avoidance of
financial distress is the growth in revenue or
sales. The sales growth ratio serves as a metric
for assessing the stability of sales and the
company’s success in transitioning from one
period to the next. Every company aspires to
sustain and boots its annual sales, ensuring the
ongoing operation of the business. A higher
sales growth signifies improved prospects,
whereas a decline in sales growth increases the
likelihood of the company facing financial
distress, Wangsih et al. [25]. Sales growth, as a
ratio employed to assess and communicate sales
performance, is deemed favorable when its
outcome is positive during favorable company
conditions. However, the crucial indicator of a
thriving company lies in the consistent
occurrence of negative values in sales growth,
signifying sustained and robust performance.
Anticipating the future expansion of a company
can be achieved by examining metrics such as
revenue growth [1].

The findings conducted by Aini et al. [29];
Amanda & Tasman (2019), Rahayu & Sopian
(2020), (Rachmawati & Suprihhadi, 2021; Diah &
Putri [31]; Elviana & Hapzi Ali [32] indicate a
consensus that financial distress is influenced by
sales growth. Contrasting outcomes from studies
led by Riesta & Septriana [33]; Giarto &
Fachrurrozie [34]; Nur Aini Sugiana & Wastam
Wahyu Hidayat [35]; Marlinah [21] suggest that
there is no impact sales growth on financial
distress.

Considering the aforementioned context, it is
evident that variations in outcomes exist,
reflecting inconsistency in line with the previously
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described phenomena. This has sparked the
researchers’ interest in pursuing additional
ivestigations. In this research, retail subsector
firm listed on the Indonesia Stock Exchange
(IDX) were utilized. Reseachers selected retail
subsector companies as the focus of their study
due to their awareness, derived from the existing
problems outlined in the background. They aim
to understand the impact of corporate
governance and financial ratios on the likelihood
of financial distress within these companies.

2. LITERATURE REVIEW
2.1 Signaling Theory

Signaling theory involves actions initiated by
company management to offer indications to
investors regarding their assessemt of the
company’s future prospects, (Dirman, [19). The
purpose of signal theory is so that a manager
can take action in solving problems, especially
financial distress problems that arise in a
company. The utilization of signaling theory,
through the provision of financial information,
serves to diminish the information asymmetry
between management and investors. Information
obtained from financial reports can assess
whether the company is experiencing financial
distress or not. The level of investor confidence
relies on the nature of the report presented to the
company through the dissemination of published
financial reports. For instilling confidence in
investors, organizations need to furnish
transparent, comprehensive, and promptly
delivered reports that align with comparable
indicators. Investor confidence may diminish in
the presence of delays in submitting financial
reports [10].

The relationship between signaling theory or
signal theory and this research is to provide
signals or information carried out by
management on the condition of a company. The
condition of the company being strong or weak
provides useful information to users of external
financial statements, especially for creditors and
investors for decision making.

2.2 Institutional Ownership

Institutional ownership denotes the percentage of
company shares outstanding that is held ny
institutions. Institutional ownership encompasses
holdings by securities firms, insurance
companies, banks, investment entities, pension
funds, and other institutional investors [36].
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According to the guidelines in the minister of
finance’s regulation, specifically in Article 2 of
Law No. 7 of 1992 and PJOK No. 7/03/2016,
institutional companies are obligated to uphold
customers trust and adhere to the prudential
principle.

Incorporating institutional ownership serves as a
corporate governance mechanism capable of
mitigating conflicts between business proprietors
ans institutions. This alignment of interests helps
safeguard the company from potential financial
distress. High institutional ownership can directly
make managerial performance better and can
prevent financial distress. Increased institutional
ownership leads to heightened oversight and
administration within the organization, influencing
company performance. Consequently, it leads to
enhanced effectiveness in deploying corporate
assets and help reduce the likelihood of financial
distress [12].

The outcomes of these discoveries align with

investigations carried out by Lesmana &
Damayanti [3]; Khaeria & Kristianti [4];
Destriwanti et al. [5]; Handriani et al. [6];
Prasetya [7]; Wulandari & Purnomo, [8];

Nadialista Kurniawan, (2021) demonstrating the
impact of institutional ownership on financial
distress.

H1. Institutional ownership affects financial
distress.

2.3 Board of Directors

The board of directors comprises individuals
employed within the company responsible for
overseeing all operational aspects. According to
the Financial Services Authority (OJK)
regulations, specifically No. 33 / PJOK.04 / 2014,
public companies are mandated to establish a
board of directors with a minimum of 2 members,
designating one as the primary director. Every
director will make decisions based on their
designated responsibilities and authority within
the organization. The board of directors,
functioning within a company, serves as the
management or managerial entity responsible for

overseeing the company’s operations [37].
Therefore, the board of directors actively
participates in and contributes to the

implementation of effective good corporate
governance.

As an integral part of the company’s structure,
the board of directors assumes a vital role in
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shaping the company’s policies and strategic
decisions related to its business operations. The
strategy associated with the board of directors
requires openness in executing control over the
specified entity as defined by the principal. The
practice of revealing information helps minimize
the imbalance in reports. The mode revealing
information can beactualized through the
company's yearly report, which includes
presenting overview of corporate governance
and the status of financial distress [38]. Hence,
the board of directors contributes to shaping the
occurrence of financial distress.

This is in line with the findings Lesmana &
Damayanti [3,11-13,39,40,14] indicating the
impact of the board of directors on financial
distress.

H2. The board of directors affects financial
distress.

2.4 Audit Committee

The Audit Committee, according to the
Indonesian Audit Committee Association (IKAI) is
described as an independent committee created
by the board of commissioners with the purpose
of enhancing the functions of the company’s
board of commissioners, Nilasari [41]. Financial
Services Authorization Regulation (PJOK) No. 33
/ PJOK.04 / 2014 addressing the audit committee
requires that meetings be held at least 1-4 times
each month. The audit committee is a committee
created by the board of commissioners,
functioning with professionalism and
independence. It is necessary for the audit
committees to comprise multiple members,
ensuring the committee’s capacity to conduct
meetings and exchange viewpoints. This is
crucial as each member contributes unique
corporate governance expertise and financial
knowledge to the committee [19].

Following the principles of signaling theory,
financial reports act as a tool for communicating
information about company's financial status,
Consequently, it is crucial for the internal audit
committee to perform its duties diligently,
guaranteeing the precise inclusion of information

in the financial statement. Therefore, it is
expected that the audit committee can
proficiently execute its duties in examining

financial statements and information to avoid any
inaccuracies in the produced financial reports.
Having a lower count of audit committees in the
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company helps steer the company away from
financial distress [36].

This consistent with earlier research findings that
suggest the audit committee has a role in
affecting financial distress, as evidenced by
studies conducted by Nursiva & Widyaningsih
[18]; Novita & Rohmawati (2020), Dirman [19]
Aghniya & Purnomowati [20].

H3. The audit committee affects financial
distress.

2.5 Company Size

Company size describes how much information
is contained in a company and how much total
assets the company has [42]. The size company
is a metric or numerical expression that the
company can determine by considering factors
like total assets, logarithmic size, ahre value, and
comparable parameters. The dimensions of a
company can be assessed by various measures,
including total assets, sales, and market
capitalization. As the total assets, sales, and
market capitalization increase, so does the
magnitude or size of the company. These three
variables are useful for assessing the size of a
company as they function as indicators of the
company’s overall scale. Growing assets imply
larger capital investment, heightened sales
signify expanded monetary flow, and increased
market capitalization indicates an enhanced
recognition of the company within the community
[43]. Company size can create added value to
investors and creditors Amanda & Tasman
(2019). The reluctance of investors and creditors
to invest or extend credit to the company aids in
avoiding financial distress.

Institutional ownership
X1

Board of directors
X2

Audit Committee

\

The results align with the conclusions put forth by
Alsavina & Finatariani [26]; Runis et al. [27],
Oktasari [28]; Wangsih et al. [25]; Aini et al. [29];
Handriani et al. [6] indicating that the size of
company plays a role in affecting the probability
of financial distress.

H4. Company size affects financial distress
2.6 Sales Growth

Sales growth illustrates that the market responds
positively to the products or services provided by
the company. Sales is one aspect that affects the
achievement of company profits. Positive sales
growth indicates an increase in company
performance and if accompanied by effective
expense management, the company's profit
achievement will be optimized [24]. Sales growth,
referred to as the increase in sales over
successive years, signifies effective strategy
execution as the extent of sales growth expands,
(Rahma & Lilak, 2021). The company can steer
clear of this situation by maintaining a sound
financial conditionThe likelihood of this scenario
decreases with significant sales growth. In
contrast, if there decline in sales growth, the
probability of facing financial distress conditions
increases.

Research studies have identified a connection
between sales growth and financial distress, as
evidenced by findings from Aini et al. [29],
Amanda & Tasman (2019), Rahayu & Sopian
(2020), Rachmawati & Suprihhadi, (2021), Diah
& Putri [31]; Elviana & Hapzi Ali [32].

H5. Sales growth affects financial distress

X3

Company size
X4

Sales growth
X5

| Financial distress

Fig. 1. Framework of thought
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3. METHODS AND DATA

This investigation utilized guantitative
methodology and concentrates on a set of 41
retaill companies publicly traded on the

Indonesia Stock Exchange (IDX) throughout the
period from i2019 to 2022. The sample of this
study is a retail company with purposive
sampling technique. companies whose shares
are actively traded on the Indonesia Stock
Exchange, among others, are from the retail
sector as many as 41 companies multiplied by 4
years of research so as to obtain 164 samples
used with the criteria used are as follows in Table
1.

The chosen sampling technique is purposive
sampling, which entails selecting samples
based on predetermined criteria. For the
research 64 data samples that the fulfilled the
established criteria were collected., the data
were sourced through collection techniques and
archival methods, specifically by acquiring
financial report documents, such as
annual reports, from the official website of the
Indonesia Stock Exchange (IDX). In this
investigation, there are five independent
variables and one dependent variable. The
independent variables include institutional
ownership, board of directors, audit committee,
company size, and sales growth. Financial
distress is the dependent variable,
and it is expressed through the use of a dummy
variable.

3.1 Dependent Variable

The dependent variable under examination in
this study is financial distress or financial
hardship, assessed through the Z-Score
analysis method. Z-Score is a multivariable
equation used by Altman in predicting the level of
bankruptcy [44]. As per llyasa (2018) the
Altman z- score method for assessing financial
distress demonstrates of precision rate
of 75%.

Z-score= 6.56 X1 + 3.26 X2 + 6.72X3 +
1.05 X4

There are 3 criteria used to classify the
calculation results of the Altman
Z-Score method, namely: Z-Score > 2.60 =
Company in good health 1.1 < Z-Score
< 2.60 Company in gray area zone
Z-Score < 1.10 = Company in financial distress
zone.
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3.2 Independent Variables
3.2.1 Institutional ownership

Institutional ownership describes the amount of
authority of an organization or institution from the
private sector or the government over a
company. Institutional ownership, which is less
than 5%, is considered to have more
opportunities to oversee company management.
Moreover, institutional stakeholders within the
company exhibit heightened concern for the
company’s long-term gains. This leads to more
vigilant oversight of the company’s assets
serves to diminish the risk of the company
encountering financial challenges,
Nilasari [45]. According to Wulandari & Purnomo
[8] Institutional ownership uses the
formula:.

KI : (Number of institutional shares / Number
of shares outstanding) x 100%

3.2.2 Board of directors

The Board of Directors holds a pivotal position in
the organizational structure of a company.
Enhanced competency among the board of
directors in executing their responsibility,
especially when considering the intricacies of the
company’s operations, leads to increased
efficiency and potential. This  potential
encompasses total assets and interactions with
entities, ensuring the accessibility of the
resources and information. The metric employed
in this research involves quantifying the count of
the board of directors member period t, inclusive
of the CEO [46].

DD: ) board of directors in period t
3.2.3 Audit committee

The audit committee should consist of a
minimum of three members, including one
independent commissioner. A higher
number of audit committee members in the
company correlates with a reduced
risk of the company facing financial distress. The
gauge for the audit committee indicator
involves assessing the number of audit
committees within the company [19].

KA : Y Audit Committee Period t
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Table 1. Criteria sample

No. Criteria Number

1 Retalil subsector companies listed on the Indonesia 41 company x 4 year
Stock Exchange in the 2019-2022 period 41 164 Observations
Companies x 4 years

2 Observations that experienced losses during a certain ~ (80)
year

3 Observations that do not publish financial reports in a 0)
certain year

4 Observations that do not have complete information on  (8)
related variables in a certain year

5 The amount of data that falls into the gray area (12)

Number of observation

64 Observations

3.2.4 Company size

The size of company is indicative of the
company’s total assets. Often referred to as the
company size, firm size is quantified by taking
the logarithm of the total assets of the firm. Large
companies are more likely to get loans than
SMEs. This is because large companies are
more trusted by their creditors than small
companies. Larger companies also tend to be
more diversified and resistant to bankruptcy risk
and more information, minimizing bankruptcy risk
and reducing monitoring costs. Discovered that
as the company size increases, the likelihood of
financial distress decreases, Nilasari [41].
Company size pertains to the entirety of tassets
held by the company. As stated by Fitriana &
Bahri (2022) the measurement of company size
involves:

SIZE: Ln X Total assets
3.2.5 Sales growth

The ratio sales growth functions as a gauge for
the success of the company’s investments in the
previous period and can also act predictor for the
company’s going viability in the subsequent
period, as noted by, Azalia & Rahayu [47].. Aries
Heru Prasetyo, (2011) details its calculation
using the formula:

SG: (Sales this year - Sales last year) / sales
last year

4. RESULTS AND DISCUSSION

The analysis listed below has been broken down
into descriptive steps in the research. Then the
next step is processing with the IBM SPSS 26
application. Each variable is presented briefly
with a descriptive analysis test.
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According to the findings in Table 1, the
descriptive statistical tests were conducted on 64
data points, the results indicate that the
institutional ownership variable have average
value of 0.6478 and a standard deviation value of
0.2297, this indicates that the average retail
company listed on the Indonesia Stock Exchange
is only slightly owned by other investors. The
lowest institutional ownership value is 0.06 while
the highest value is 9.08.

The board of directors variable possesses an
average value of 4.6562 with a standard
deviation of 1.644 This shows that the average
retail subsector company on the Indonesia Stock
Exchange in 2019-2022 is mostly owned by other
investors (other than directors and their staff).
The lowest board of directors value is 2 while the
highest value is 8.

The audit committee variable has an average of
2.9375, meaning that the average retail
subsector company on the Indonesia Stock
Exchange in 2019-2022 is mostly owned by other
investors (other than the audit committee). The
lowest audit committee value is 2. The highest
value obtained is 4 with a standard deviation of
0.3211.

The company size variable as measured by Ln x
total assets, the lowest value is 25.71 with total
assets of Rp. 145,488,436,584. The highest
value obtained is 31.68 with total assets of Rp.
57,445,068,000,000. The mean achieved is
28.9200 accompanied by a standard deviation of
1.40382. Notably, the standard deviation being
smaller than the mean suggests homogeneity.

The last variable is sales growth, ranges from
minimum of -0.45 to maximum of 1.70. the mean
is 0.1464 with a standard deviation of 0.3048.
This suggests that the standard deviation
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surpasses the mean, revealing suboptimal
results due to noteworthy variations in sales
growth data across the samples. As a result, the
data distribution is not uniform or normally
distributed.

The dummy variable for financial distress spans
from 0 denoting a positive company, to 1,
indicating a negative company. Additionally, it
has average (mean) value of 0.8939 and a
standard deviation of 0.31.

4.1 Model Feasibility Test

Analyzing the Table 2 provided reveals a Hosmer
and Lemeshow's Goodness of Fit value of 0.888
with a corresponding Chi-square probability
value of 3.641. Hence, it can deduced that the
statistical value of Hosmer and Lemeshow's
Goodness of Fit is greater than 0.05.
Consequently, the hypothesis cannot be
dismissed, indicating the acceptance of the
model based on the goodness of fit test. This
suggests that the acceptance of the model is
well-aligned with the observed data and
demonstrates a reliable predictive capability.

4.2 Overall Model Test

Referring to the provided Table 4, there is an
evident reduction in the -2 Log likelihood by
20.592. This reduction stems from subtracting
the initial -2 Log likelihood minus the final -2 Log
likelihood (48,227-27,635) resulting in 20.592.

This signifies that the proposed model align well
with the data or exhibits a good fit.

4.3 Regression Determination Coefficient
Test (R)?

According to the Table 5, the examination
outcomes for the coefficient of determination
indicate a Nagelkerke's R Square value of 0.520.
This value represents the extent to which the
independent variables (institutional ownership,
board of directors, audit committee, company
size and sales growth) can influence the
dependent variable accounting for 52% the
remaining 48% is attributed to other variables not
addressed in this study.

4.4 Logistic Regression Analysis

Logistic regression is utilized to evaluate how the
independent variables integrated into the model
influence the dependent variable.

Drawing insights from the presented the Table 6,
it can be deduced that the obtained output
results correspond to the logit values in the
following manner:

FD= BO + B1KI + B2 DD + B3 KA +
B4 SIZE + B5 SG

FD - 102.121 - 11.753 KI - 0.735 DD
(1-FD)

+ 0.580 KA - 3.002 SIZE - 0.036 SG

Ln -

List 1. Descriptive analysis test result

Variable N Minimum Maximum Mean Std.
Deviation
Y Financial Distress (FD) 64 ,00 1,00 ,8750 ,33333
X1 Institutional ownership (KI) 64 ,06 ,92 ,6478 22947
X2 Borad of Directors (DD) 64 2,00 8,00 4,6562 1,64480
X3 Audit Committee (KA) 64 2,00 4,00 2,9375 ,30211
X4 Firm Size (SIZE) 64 25,71 31,68 28,9200 1,40382
X5 Sales Growth (SG) 64 -,40 1,70 ,1530 ,30485
Source: spss data processing results, 2023
Table 2. Model feasibility results
(Hosmer and Lemeshow's Goodness of Fit)
Step Chi-square Df Sig.
1 3,641 8 ,888

Source: spss data processing results 26,2023
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Table 3. Overall model fit 0
Overall model fit test results 0 (iteration model 0)

Iteration History®P:<

Iteration -2 Log likelihood Coefficients
Constant
Step O 1 49.781 1.500
2 48.253 1.885
3 48.227 1.945
4 48.227 1.946
5 48.227 1.946

Table 4. Overall model Fit 1
Overall fit test results 1 (iteration model 1)

Iteration History2b.cd

Iteration -2 Log Coefficients
likelihood Constant Kl DD KA SIZE SG

Step 1 1 42.389 13.765 -.900 .042 -.258 -.383 -.330
2 34.606 28.094 -2.112 .022 -.242 -.824 -.661
3 30.683 44.162 -3.960 -.105 123 -1.326 -.860
4 28.679 62.494 -6.484 -.315 451 -1.870 -.643
5 27.812 83.286 -9.327 -.556 572 -2.465 -.152
6 27.642 98.131 -11.242 -.699 .598 -2.890 -.023
7 27.635 101.937 -11.729 -734 .583 -2.997 -.034
8 27.635 102.121 -11.753 -.735 .580 -3.002 -.036
9 27.635 102.121 -11.753 -.735 .580 -3.002 -.036

a. Method: Enter

b. Constant is included in the model.

c. Initial -2 Log Likelihood: 48,227

d. Estimation terminated at iteration number 9 because parameter estimates changed by less than
,001.

Source: data processing spss 26, 2023

Table 5. Coefficient of determination (R )?

Model Summary
Step -2 Log likelihood Cox & Snell R Square Nagelkerke R Square
1 27,6352 275 ,520

Source: data processing, (SPSS 26)

Table 6. Logistic regression analysis test results

B S.E. Wald df Sig. Exp(B)
Step 12 Kl -11,753 6,779 3,005 1 ,083 ,000
DD -,735 ,607 1,467 1 ,226 479
KA ,580 3,474 ,028 1 ,867 1,786
SIZE -3,002 1,455 4,256 1 ,039 ,050
SG -,036 3,135 ,000 1 ,991 ,964
Constant 102,121 49,667 4,228 1 ,040 2,242E+44

Source: data processing spss 26, 2023

4.4.1 The effect of institutional ownership on and a wald test yields a value of 3,005 with a

financial distress significance value of 0.083 which is greater than

5%. Hence, it can be deduced that institutional

The regression coefficient for the institutional ownership does have an impact on financial
ownership variable in this research is -11.753 distress. Thus for H1 is accepted.
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This indicates that a higher percentage of
institutional ownership is associated with a
decrease likelihood of the company facing
financial distress. Conversely, a decrease in
Institutional Ownership corresponds to an
increase in financial Distress. This suggests that
the percentage of institutional ownership
contributes to enhancing efficiency in optimizing
the company’s value, facilitated by the oversight
exercised on the company's operational
activities. These findings align with the outcomes
of research conducted by Lesmana & Damayanti
[3]; Khaeria & Kristianti [4]; Destriwanti et al. [5];
Handriani et al. [6]; Prasetya [7]; Wulandari &
Purnomo [8]; Nadialista Kurniawan, (2021).

4.4.2 Effect of board of directors on financial
distress

The variable related to the board of directors in
this investigation demonstrates a regression
coefficient of -0.735 and a wald test result value
of 0.607 with a significance level of 0.226 > 0.05.
Consequently, it is inferred that the board of
directors variable does not exert any influence on
financial distress. Thus the null hypothesis (Ho)
is rejected

The board of directors is one of the parties
responsible for the condition of the company.
Nevertheless, the company’s condition is not
consistently influenced by the size of the board of
directors. The effectiveness of the board
members’ work in a company plays a more
significant role than the sheer quantity of
directors on the board. The number of board of
directors has proven ineffective in reducing the
likelihood of financial distress. Therefore, in this
research, the board of directors does not exert
any impact on financial distress.

The findings of the research align with
investigations conducted by Muafiroh & Hidajat
[15] Prasetya [7]; Amelia et al. [16]; Mujiyanti et
al.[17] Consistently, these studies indicate that
the board of directors does no influence on
financial distress.

4.4.3 Audit
distress

committee affects financial

The audit committee variable, as revealed by the
regression test analysis, exhibits a coefficient
value of 0.580 and has a wald test value of 0.028
yielding a significance value of 0.867> 0.05.
Consequently, it can be deduced that the
hypothesis (Ho) is rejected.
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This suggests that the audit committee’s size
does not play a role in mitigating financial
distress problems since the effectiveness of the
committee’s performance is not contingent on the
number of its members. The audit committee
seems ineffective in reducing or providing a
solution to the financial challenges faced by
companies in Indonesia. Establishing varying
numbers of audit committees may be regarded
as a regulation that, in practice, does not yield
advantages,as it does not contribute to the
optimization of wealth. Consequently, this study
refutes H3, asserting that the audit committee
does not have a significant impact on financial
distress

The outcomes of this study research corroborate
the findings of studies carried out by Marlinah,
([21]), Indarti et al. [22]; Timur et al. [48]; Amelia
et al. [16] Alexandra et al. [12]; Pamungkas et al.
[23] all of which assert that the audit committee
does not influence on financial distress.

4.4.4 Company size affects financial distress

The variable representing firm size in this
research displays a regression coefficient value
of -0.036 along a wald test value of 1.455 and a
significance value of 0.039 < 0.05. As a result it
is inferred that H4 is accepted, signifying that the
firm size variable indeed impacts financial
distress [49-51].

This indicates that utilizing the Ln total assets
metric, a company’s increased total assets
correlate with enhanced capacity to the settle
future obligations. Consequently, the company is
better positioned to steer clear of financial
difficulties of distress. Large companies usually
have experience facing various kinds of
problems. economic problems, so that if faced
with these problems, they will quickly find a
solution and survive. The magnitude of a
company is gauged by its total assets; when a
company holds significant assets, it can readily
participate in diversification [52-55].

This study supports the results of research from
Alsavina & Finatariani [26]; Runis et al. [27];
Oktasari, [28]; Wangsih et al. [25]; Aini et al. [29];
Handriani et al. [6] the size of the compaby
affects financial distress.

4.4.5 Sales growth affects financial distress

The sales growth variable in aforementioned
regression analysis demonstrates a coefficient of
-0.036 and the wald test produces a value of
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0.000 resulting in a significant value of 0.991>
0.05. Consequently, the hypothesis (Ho) is
rejected, and the alternative hypothesis (Ha) is
accepted, leading on the conclusion that the
sales growth variable does not influence financial
distress.

The influence of sales growth on financial
distress can be attributed to the uncertainty of a
definitive correlation between high or low sales
growth and an increase in company’s profits.
Elevated sales growth may incur substantial
expenses, diminishing contribution of generated
profits to the company's financial condition well-
being. If a company fails to achieve annual sales
growth, it may expose itself to the risk of financial
distress, as there is concern that the company
could incur losses due to limited sales.

This finding concurs with research conducted by
Riesta & Septriana, [33], Giarto & Fachrurrozie,
([34]), Nur Aini Sugiana & Wastam Wahyu
Hidayat [35]; Marlinah [21] all of which affirm that
sales growth has not bearing on financial
distress.

5. CONCLUSION

Essentially, this study sought to investigation the
impact of institutional ownership, board of
directors, audit committee, company size, and
sales growth on financial distress within the retail
sub-sector companies listed on the Indonesia
Stock Exchange during 2019-2020 period. The
data analysis results presented above indicate
that institutional ownership significantly affect
financial distress, this implies that a higher
percentage of institutional ownership is
associated with a reduce likelihood of the
company facing financial distress. On the other
hand, the board of directors does not exhibit any
effect on financial distress. This indicates that the
quantity of directors on a company’s board does
not contribute to forecasting financial distress.
although the board of directors is responsible for
the company’s well-being. The number of board
members does not consistently affect the overall
condition of the company. Further more The
audit committee does not impact financial
distress, indicating that the number of committee
members cannot alleviate financial distress
problems, this is because the efficiency or the
efficacy of the audit committee's is not solely
determined by its member size. Conversely,
Company size influences financial distress,
indicating that a higher the total asset value
owned by a company contributes to increased
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ability to avoid financial distress. Lastly, Sales
growth does not affect financial distress,
signifying that the variations in sales growth-
whether high or low-do not necessarily lead to
corresponding increase in company profits.

This research is anticipated to yiled insights into
the financial performance of companies in
relation to the occurrence of financial distress. It
emphasizes the importance for companies to
maximize profits and mitigate the risk of
bankruptcy. A key strategy involves increasing
assets, as companies with substantial assets can
steer celar of financial difficulties and fulfill their
debt obligations. The company boosts the
quantity of share held by institutions, including
those from insurance companies, banks, and
other institutional investors. This study has
limitations on companies that do not list their
variables completely. Therefore, future research
is expected to expand the observation year, use
different research objects, and use more relevant
variables such as macroeconomic ratios
(inflation, Gross Domestic Product and so on).
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