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Abstract

This study is to examine and analyze the effect of the independent variables, namely
profitability, liquidity, company size, leverage, and sales growth on the dependent variable in
the form of financial distress. The population in this study was property and real estate
companies listed on the Indonesia Stock Exchange for the period 2016 - 2019. By using
purposive sampling technique. data analytical technique used is descriptive statistic, classic
assumption test and hypothesis testing in the form of SmartPLS analysis. The test results
show that the profitability, liquidity, and leverage variables affect the financial distress but
growth didn’t affect. Company size can mediate the relation for variable profitability,
leverage liquidity to financial distress.

Keywords: profitability, liquidity, company size, leverage, sales growth and financial
distress.

Introduction

The development of the modern economy that is happening in Indonesia is increasing
significantly. This development has led to demands for companies to develop innovation and
expand to be able compete. Companies that are unable to compete will experience
bankruptcy, before bankruptcy occurs companies will experience financial distress (financial
difficulties). A phenomenon of financial distress when many companies experience delisted.
According to Platt and Platt (2008) financial distress is the stage of the condition company
finances before bankruptcy or liquidation. Platt (1995) reserach revealed that financial
distress is the initial stage or condition for the first time a decline in company finances before
bankruptcy or liquidation occurs. Companies that have problems if left unchecked will
experience bankruptcy, these financial problems are not only affected by the company but
also many parties, namely the stakeholders and shareholders of the company. The company
will try hard to avoid a financial crisis because if it happens the loss will not only the
company but also the stakeholders.

Financial distress will be very useful information for the company because financial
distress can be used as an early warning before bankruptcy occurs so that the company will
easily anticipate bankruptcy by improving the company's performance. Some researchers
concluded by improving company performance is positively expected to provide significant
positive impact and prevent the company from conditions of financial distress. The model in
determining the prediction of bankruptcy symptoms of a company is needed by various
parties such as management, shareholders, investors, creditors, the government, auditors in
the decision making process (Almilia & Kristijadi, 2003; Rohmadini et al., 2018).
Bankruptcy itself in Indonesia is regulated in law. No.1 of 1998 concerning bankruptcy, the
contents of which mention debtors who have two or more creditors and cannot repay at least

302



INOBIS: Jurnal Inovasi Bisnis dan Manajemen Indonesia
Volume 03, Nomor 03, Juni 2020

Theresia Trisanti

one debt which is due and cannot be billed, are declared bankrupt by an authorized court
decision, both at their own request, and at the request of five people or more creditors. This
request can also be submitted by the public prosecutor's office. Mistakes in predicting the
continuity of a company's operations can result in investor confidence in the company
decreasing or investors will not invest their funds in the company. This can result in the
company having difficulties in obtaining additional funds from loans to creditors (Garcia,
Appendini, 2018).

The company's financial statements are a source of information that reflects financial
condition and company performance in a certain period. According to Couwenberg (2015),
Fitzpatrick and Ogden (2011) models in predicting financial distress can use analysis
financial ratios and non-financial variables such as economic conditions, audit opinions,
against financial statements. The existence of threats of these problems makes para managers
must think hard about strategies to anticipate the state of gloom finance that might attack the
company. For example when the financial crisis happened in Indonesia on 1998 making
many companies experience financial difficulties because of many companies have debts to
third parties, at which time interest debt is high enough so that their obligations are also high.
Phillips and Sertsios (2013) expressed their opinion that there are several factors that can
trigger financial distress, namely the existence of a series of mistakes, improper decision
making, interconnected weaknesses that have a direct or indirect impact on company
management and supervision which is lacking on company finances. Financial distress will
usually begin with financial difficulties marked by uncertainty about the company's
profitability.

Financial statements will be very useful information to determine the company's
financial condition, so information from the financial statements will determine whether a
company is experiencing a financial crisis or not. Md.Rus et al., (2013) said that a company
that has a bad financial condition by having a negative operating profit, negative net profit,
negative equity book value and conducting a merger can be categorized as having a financial
crisis or financial distress. Judging from the financial statements according to Husein and
Pambekti (2015) there are 3 (three) conditions that can cause financial distress, namely lack
of company capital, excessive debt and interest burdens, and losses incurred to the company.
These three aspects are interrelated so the company must maintain its balance so that
financial distress does not occur which will then have an impact on the company's
bankruptcy. Platt et al., (1995) argue that financial distress information (financial crisis) has
several benefits:

1.  Management will be able to quickly take precautions before bankruptcy occurs.

2. Management can do a merger or takeover in an effort to repay corporate debt and to
manage the company better.

3. Financial distress information can be an early warning before a bankruptcy occurs in the
company in the future.

Researcher chooses the property, real estate and building construction (PRBC) sectors
because this sectors are one of the investment alternatives that investors are interested in.
Investments in this sector are long-term investments and PRBC are multipurpose assets that
can be used by companies as collateral, therefore the PRBC companies has a high capital
structure. However, the PRBC sectors are the most vulnerable sectors in the macro industry
against fluctuations in interest rates, inflation and exchange rates which will ultimately affect
purchasing power community. Year 2014 and 2019, Indonesia holds legislative and
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presidential elections causing political obscurity and economic ambiguity the big one. Ahead
of the general election, the Indonesian developers tend to delay new projects, delay projects
property is also the impact of declining loan disbursements a higher mortgage and market
interest rate. Based on the explanation above, it is possible for companies to experience
financial distress.

In an effort to avoid a financial crisis the company must be able to manage and
maintain the company's financial stability properly, this can be done by seeking to increase
sales so that the difference between revenue and costs will be positive or the company will
experience profits (Korteweg, 2011; Kristanti et al., 2016). According to Keasey et al. (2015)
profit margin, leverage, liquidity and company growth are the most dominant ratios to
determine the company's financial distress. The last intern al factor of the company in this
study that can affect financial distress is the size of the company. The size of a company
illustrates how big the total assets owned by the company. According to Mselmi et al., (2017)
companies with large total assets will easily diversify and the possibility of companies
experiencing bankruptcy will be smaller. The same thing was stated by Betz et al., (2014)that
if the total assets of a company are increasingly the company will be able to pay off
obligations in the future, so that the company can avoid financial problems. This study uses
the ratio of profitability, liquidity, sales growth, leverage and company size to detect whether
a company is experiencing a financial crisis or not.

Oaten and Cheng, (2007) argues that the ratio of profitability, leverage, liquidity is a
significant indicator in determining the company's financial distress. Another study by
Shahwan, (2015) concluded that profit margins, leverage, liquidity and company growth are
ratios that can also be used to determine a company's financial distress. This study combines
the two studies above by using the ratio of profitability, liquidity, leverage and sales growth
to detect whether these variables are able to detect whether the company is experiencing a
financial crisis or not. Another contribution of this research is to use the company size
variable as a mediating variable. Company size can be used to represent the financial
characteristics of the company. Company size is a scale that can be calculated by the level of
total assets and sales which can indicate the condition of the company where a larger
company will have an excess in the source of funds obtained to finance its investment in
obtaining a profit. Large companies that are well established will find it easier to obtain
capital in the capital market compared to small companies. Because this ease of access means
that large companies have greater flexibility. It is assumed that large companies are more
resilient in facing financial distress than smaller companies. It is expected that the mediating
variable company size can strengthen the relationship between the independent variable to the
dependent.

Based on the background described above, the researcher identified the problem as
follows:

1. How does profitability affect financial distress in property and real estate companies?

2. What is the effect of liquidity on financial distress in Property and Real Estate
companies?

3. How does leverage influence financial distress on Property and Real Estate companies?

4. What is the effect of sales growth on financial distress on Property and Real Estate?

5. How does the size can mediate the relationship of profitability, liquidity, leverage and
sales growth to financial distress on the Property and Real Estate companies?
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Literature Review

Signal theory using this research, because signal theory can used to explain that
financial statements are used to give positive signals (good news) and negative signals (bad
news) to the capital market and public. Elfakhani and Lung (2003) conducted research on the
regulation of financial ratio comparisons in giving signals of financial distress by using multi-
measuring techniques consisting of emerging markets, score models, comparative ratio
analysis, and ratio trend analysis and logistic models as benchmarking measures. This
research shows that financial statement information can be used as a media to find out the
signal of a company's failure. Based on the explanation of the signal theory, the researcher is
of the opinion that the signal theory is related to this research, which has a relationship in
determining financial distress companies. Because the information from the company's
management is written in the company's financial statements that provide a signal to analyze
the company's performance and can show and give a turnaround failure or success. As
mentioned by Bhattacharjee and Han (2014) financial statements are a process of analysis
and assessment that helps in answering questions as a means to an end. Financial statements
are very important for every company, both companies that have gone public or not, because
it can be used to determine the performance and financial condition of the company so that it
can predict the potential for bankruptcy in the future.

There are some experts who have defined financial distress related to them, namely
Platt (1995) revealed that financial distress is the initial stage or condition for the first time a
decline in company finances before bankruptcy or liquidation occurs. Financial distress
according to Senbet and Wang (2010)is a condition that requires companies to pay
obligations or debts due but the company cannot pay these obligations. So it can be
concluded that financial distress does not occur when the company has gone bankrupt but
will occur before the bankruptcy occurs, therefore financial distress will be very effective if
used by the company or stakeholders as a detection of potential bankruptcy in a company. If
the company can detect potential bankruptcy, then the management can take actions and re-
analyze all activities of the company that are considered to be a factor that causes financial
distress or financial crisis before the company experiences a real bankruptcy.

The benefits of financial distress information on several parties concerned to the
company according to Gopalan and Xie (2011), namely:

a.  Lenders. Benefits for lenders or creditors are in the decision making efforts which
companies will be given loans and to monitor loans that have been given,

b.  Investors. The benefit for investors on financial distress information is that investors
will easily see the signs that the company is bankrupt, so this is used by investors to sell
their shares and bonds as quickly as possible.

c.  Government. The benefit for the government is that it can detect company bankruptcy
more quickly so that the government can take the necessary initial action because the
government has responsibility for the running of a business.

d.  Accounting. For accountants financial distress information will be useful in assessing
the sustainability of a company's business.

Moreover, financial statement analysis is a process to identify weaknesses and
financial strengths of the company by explaining the relationship of one account with another
account contained in the financial statements. Financial statement analysis is used to identify
key changes in financial statements and help users of information in evaluating business
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policies that have been implemented and to predict future company performance. The
information produced by this analysis will show an early warning sign of a shift towards
success or even failure of a company (Elkamhi et al., 2012). In an effort to determine the
company's financial distress, financial ratio analysis can be used. Miglani et al., (2015) argues
that the ratio of profitability, leverage, liquidity and cash flow coverage are significant
indicators in determining a company's financial distress. According to Keasey et al. (2015)
profit margin, leverage, liquidity and company growth are the most dominant ratios to
determine the company's financial distress. There are several studies that use the Altman Z-
Score model to reference bankruptcy detection for companies such as research conducted by
Lian (2017) and Louwers (1998). This study uses the Altman Z-Score in detecting financial
distress, this is because according to Chen et al., (1995) the Altman Z-Score model has a
higher level of accuracy in detecting financial distress in a company. In the Altman Z-Score
model the classification of company health has been determined which is divided into 3
(three) classifications, namely safe zones or companies that have a low bankruptcy risk, gray
areas or middle conditions, and distress zones or potentially strong bankruptcy, with this
classification making it easier in determining the condition of a company.

Methodology

This study uses multiple regression equations as a research model. This is because the
researcher tested two or more independent variables on one dependent variable. By using this
research model, researcher can determine the level of influence of the independent variables
on the dependent variable, and can determine the direction of the relationship between each
independent variable related. The Altman Z-Score method is use for financial distress
detection, Altman Z-Score expressed in 5 "T" coefficients which represent financial ratios.
According to Yudiawati and Indriani (2016) the development of the Altman Z-score model is
as follows:

Z=12X1+1.4X2+3.3X3+0.6X4 +1.0X5
The explanation above information as follows:

1. X1 = Working Capital of Total Assets. Working capital is obtained by means of current
assets less current liabilities. And total assets are obtained from current assets plus fixed
assets.

2. X2 = Retained Earnings to Total Assets. Retained earnings are a number of profits that
are not distributed to shareholders, retained earnings can be seen from the amount of
retained earnings listed in the company's financial statements. Total assets are obtained
from current assets plus fixed assets.

3. X3 = Profit before Interest and Tax on Total Assets. Profit before interest and tax or
also called earnings before interest and tax (EBIT) is earned from the amount of EBIT
stated in the company's financial statements. . Total assets are obtained from current
assets plus fixed assets.

4. X4 = Book Value of Equity to Total Debt Book Value. The book value of equity is
obtained from the amount of total company equity while the book value of total debt is
seen from the amount of current debt or short-term liabilities with long-term liabilities.

5. X5 = Sales of Total Sales to Assets Total. Assets are obtained from current assets plus
fixed assets.
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The criteria used in developing this model are:

1.

2.

3.

Z value> 2.99, the company can be said to be healthy, or has the potential to experience
a small bankruptcy

Value of 1.81 <Z <2.99, the company is in the gray area or midway between healthy
and distress.

Z value <1.81, the company is predicted to go bankrupt or distress

Independent variables are variables that can explain or influence the magnitude of the

value of other variables. This variable is also referred to as an influence variable, cause
variable or independent variable Platt et al., (1995). In this study the independent variables
are as follows:

1.

Profitability ratios can show how the company's ability to generate profits. The ratio of
profitability and financial distress have the opposite relationship. A high level of
profitability ratio will indicate if the company will be less likely to experience financial
distress and vice versa. According to Korteweg (2011) the effectiveness and efficiency
of companies in using assets will be shown in profitability ratios because profitability
ratios measure the ability of companies to generate profits based on the use of
company assets. This ratio is usually reflected in ROA or Return on Assets.

Net Income
Total Assets

The liquidity ratio describes the company's ability to pay off short-term obligations or
current liabilities of the company by utilizing current assets owned by the company
(Xu et al., 2015). The division between total current assets and current company debt is
a way of calculating liquidity ratios. The company is said to be in a liquid condition
meaning that the company is in good health and can meet the company's short-term
obligations that have matured, under these conditions it means that the company has
total current assets that are greater than current liabilities or short-term liabilities
owned by the company (Andre & Taqwa, 2014).

Current Assets
Current Liabilities

Leverage is also one indicator in predicting the occurrence of financial distress in the
company. Leverage shows the company's ability to pay or pay off corporate debt, both
short-term debt and long-term debt and also leverage is used to see how much debt is
used in an effort to finance the company

Total Debts
Total Assets

To detect financial distress, sales growth can also be used as an indicator of its
detection. According to Almilia and Kristijadi (2003) sales growth describes the level
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of company sales growth in a period. Sales growth is included in the growth ratio.
Sales growth will reflect the company's ability to increase sales of the products the
company is producing. Sales growth increases when the company is able to run its
marketing strategy well so that it has an impact on increasing sales of the company's
products. Therefore, when growth sales increase, the company's profits also increase so
that it will reflect the company's stable condition and the company will avoid the
financial crisis.

Samsr—_‘f:ﬂssg——l

Sales Growth % =
Sales,_,

5. The size of the company becomes a benchmark in determining the size or asset of a
company. The size or size of a company can be seen from the total assets or the
number of sales made in a period. Large companies will be considered more capable in
dealing with the threat of financial distress compared to smaller companies because
large companies tend to have large total assets. Based on some previous studies,
company size affects corporate stress. Some studies did not get consistency of results.
Several studies have explained that if the size of a large company and have a large debt
they are reluctant to experience financial distress. In contrast, there are small
companies that are able to survive in difficult financial conditions. In other words,
smaller or big companies have probability of being in a financial crisis (Liang et al.,
2015).

Log of Total Assets

Research Hypotesis

The effect of profitability on financial distress. When the company's sales level
increases, the level of income also increases, this has an impact on the company's profitability
which is higher than before. Increased corporate profits mean that the company's profitability
ratio is in a positive point. Positive profitability indicates that the company's financial
condition is in a stable condition so that investors will be more interested in investing in the
company, so that the possibility of the company being in a condition of financial distress is
less likely. Research conducted by Khalig et al. (2014), Restianti and Agustina (2018) said
that profitability ratios have a significant effect on financial distress, so it can be said that the
greater the profitability ratios, the company is in a good financial condition and avoiding
financial distress, so that the proposed hypothesis is as follows:

Hi: Profitability has a negative effect on financial distress.

Effect of Liquidity on Financial Distress. Liquidity ratios indicate the ability of a
company to pay off short-term liabilities that are due or that must be fulfilled immediately.
To fulfill company obligations, the amount of assets available to pay off company obligations
must be higher than the liabilities that are due. If a company finds it difficult to pay off their
short-term obligations, the company will be vulnerable to financial crisis. Habib et al.,
(2013)states that liquidity ratios have a negative and significant effect on financial distress, so
it can be said that the opportunity for a company to experience financial distress will be
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smaller when the company has sufficient funds to pay off obligations that have matured so
that there is no outstanding debt to be paid. But research conducted by Lian, (2017) found
different results, namely liquidity had no significant effect on financial distress. Based on the
statement above, the hypothesis made is:

H». Liquidity has a negative effect on financial distress.

Effect of Leverage on Financial Distress. One way the company gets an injection of
funds is by debt, but debt can make the company have to pay the entire amount of debt plus
interest determined by the lender. When companies use more debt as capital this causes the
company's leverage ratio to be high. The leverage ratio will measure how much the
company's assets are financed with debt. Companies that finance more use debt, it is feared
that the company will experience difficulties when the payment due is smaller than the debt
owned by the company. If this happens the potential for the company to experience financial
distress will be higher and when it continues does not rule out the company will go bankrupt.
Research conducted by Restianti and Agustina (2018) shows that leverage ratios have a
positive and significant effect on financial distress, so it can be concluded that the greater the
company uses debt as an injection of funds, the greater the potential for companies to
experience financial distress. Thus the hypothesis formulated is:

Hs: Leverage has a positive effect on financial distress

Effect of Sales Growth on Financial Distress. Sales growth is an indicator of a company's
demand and competitiveness in an industry. According to Mselmi et al., (2017) also states
that sales growth is an increase in the number of sales from year to year or from time to time.
High sales growth, it will reflect the company's revenue which also increases. The rate of
growth of a company will affect the ability to maintain profits in marking future
opportunities. The increase in sales growth reflects that the company implemented a good
marketing strategy so that the company's sales experienced an increase which then led to an
increase in the company's sales. If the company's revenue increases, the company's profit also
increases. Thus the possibility of companies experiencing financial distress is smaller, so that
the proposed hypothesis is as follows:

Ha4: Sales Growth has a negative effect on financial distress.

The financial characteristics of the company can be seen from the size of the company.
Company size is a scale that can be calculated by the level of total assets and sales which can
indicate the condition of the company where a larger company will have an excess in the
source of funds obtained to finance its investment in obtaining a profit. Large companies that
are well established will find it easier to obtain capital in the capital market compared to
small companies. Large companies that are already established or have a strong position can
easily get more fund of money, meaning that the flexibility a large company has is greater
than that of a small company (Li & Du, 2011). Because this ease of access means that large
companies have greater flexibility, it is assumed that large companies are more resilient in
facing financial distress than smaller companies. Thus for the four mediating hypothesis
formulated as follows:
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Hs: Company size mediating the relationship between profitability and financial distress.
He: Company size mediating the relationship between liquidity and financial distress.
H7: Company size mediating the relationship between leverage and financial distress.
Hg: Company size mediating the relationship between sales growth and financial distress.

Profitability (X1) \
Hi

Ha \

 ’ Financial

Leverage (Xs) Hs Distress

(y)
Sales Growth (Xa)

Figure 1. Research Framework

Liquidity (X2) ~— —0H0 |

Profitability (ROA)

(X) T

C
Liquidity (X2) —_— empany
\
Size (Xs) H» [ —® Financial

Leverage (X3) —I Hs Distress
DR
Ho

1

Sales Growth (Xa4)

Figure 2. Research Framework

Research Finding and Discussions

In this study, the data used are secondary data obtained from the annual report of each
sample company. In the annual report, the researcher looks for and collects data related to
operational variables in the study. The object of research or population used in this study are
property and real estate companies listed on the Indonesia Stock Exchange (BEI) in 2016 -
2019.The data collected as many as 41 samples property and real estate companies selected to
be the research sample with a research period of 4 years, namely starting 2016 to 2019.
Sampling criteria have been determined before, so companies were selected which were
ultimately used as research samples. The research sample selection is detailed as follows:
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Table 1 Sample criteria

No. Criteria Amount
1 Property and Real Estate Companies listed on the IDX 56
The company reports financial statement data continuously in
the 2016-2019 period 41
2  Information related to the variables in the study available by 41
the company
3 4 Years of observation (41 X 4) 164

R Square shows the ability of student behavior engagement, student cognitive
engagement and student emotional engagement in this research model to explain variations in
online learning satisfaction, which is 0.646. The value of R Square (R?) = 0.671 greater than
0.50 is classified as all independent variables have ability to explain variations in the
dependent variable.

Table 2. List of R Square

Variable R Square R Square Adjusted
Company Size 0,462 0,442
Financial Distress 0,671 0,646

The following are the results of the PLS Algorithm processing in the research model
used are as follows:

Table 3. Hypothesis Result

Hypothesis (B) Sample T P Value
Path Coefficients Original | Mean | Statistics
sample

Profitability(X1)=>ZScore_Y Hi -0,364 0,367 5,097 0,013
Liquidity(Xz2)=>ZScore_Y H. -0,628 0,650 8,358 0,002
Leverage (X3)=>ZScore_Y Hs 0,484 0,483 6,733 0,000
Growth Sales Ha -0,004 -0,006 0,676 0,208
(X4)>ZScore Y
Size(Med)—>ZScore Y Hs -0,166 -0,163 3,050 0,038
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Table 4. Specific Indirect Hypotheses Result Effect

Influence B?t‘?‘
Between (Origina | Samp T-_ _ P- _
H Pathways I le Statisti | value Meaning
Sample) | Mean c
He | Profitability(X1) -0,364 0,367 5,097 | 0,003 | Profitability has effect on
->Size financial distress with
—>ZScore Y Company size as an
intervening variable.
H7 | Liquidity(X2)—> -0,018 0,178 | 2,131 | 0,001 | Liquidity has effect on
Size >ZScore_Y financial distress with

Company size as an
intervening variable.

Hs | Leverage (X2)~> 0,423 0,401 4,639 | 0,002 | Leverage has effect on
Size >ZScore Y financial distress with
Company size as an
intervening variable.

Ho | Growth Sales -0,004 | -0,016 0,676 | 0,208 | Growth has no effect on
(X2)—> Size financial distress with
—>ZScore Y Company size as an

intervening variable.

Based on the hypothesis results Table 3 above, research and discussion on the effect
of profitability, liquidity, company size, leverage and sales growth on financial distress both
simultaneously and partially with the following conclusions can be drawn as follows: the first
hypothesis, which tests the relationship between profitability and financial distress, shows
that original sample (B) value is -0,364 and the t-statistic is 5,097. The measurement results
show that the P-value 0,003, so the first hypothesis in this study is accepted. From the results
of these data, it can be interpreted that the sample data of the independent (eksogen) variable
(profitability) has significant relationship with financial distress as the dependent (endogen)
variable. For the second hypothesis, which tests the relationship between liquidity and
financial distress, shows that the original sample value (B) is -0,628 and the t-statistic is
8,358. The measurement results show that the P-value 0,038, so the second hypothesis in this
study is accepted. From the results of these data, it can be interpreted that the sample data of
the independent variable liquidity has succeeded in proving the relationship with financial
distress as the dependent (endogen) financial distress.

For the third hypothesis, which tests the relationship between leverage and financial
distress, shows that the (B) original sample value is 0,484 and the statistic is 6,733. The
measurement results show that the P-value 0,000 so the third hypothesis in this study is
accepted. The leverage variable has an effect on financial distress but has positive
relationship with the existing hypothesis, so that the higher the level of corporate leverage
causes the level of the company to experience financial distress is higher. This is because the
company has the payment of loan to the debtor also affects the company entered in to
financial distress condition. For the fourth hypothesis, which tests the relationship between
sales growth and financial distress, shows that the (B) original sample value is -0,004 and the

312



INOBIS: Jurnal Inovasi Bisnis dan Manajemen Indonesia
Volume 03, Nomor 03, Juni 2020

Theresia Trisanti

statistic is 0,676. The measurement results show that the P-value 0,208, independent
(eksogen) variable (growth) no significant relationship with financial distress as the
dependent (endogen) variable. The sales growth variable is not significant to financial
distress because the company gets an injection of funds in the form of issuance of stocks and
bonds from investors or loan funds from creditors, so that even though the company's sales
growth rate is negative, the company can still support the company's operational activities.

According to Hair Jr. et al (2014) there are 2 (two) types of mediation, namely partial
mediation and perfect mediation. Partial mediation occurs when the direct effect (independent
variable => dependent variable) is significant and the indirect effect (independent variable
=> mediation => dependent variable) is also significant. Meanwhile, perfect mediation occurs
when the direct effect (independent variable => dependent variable) is not significant and the
indirect effect (independent variable => mediation => dependent variable) is significant.
Based on table 4 it can be seen for He up to Hg firm size can act as partial mediating variable
for profitability, liquidity and leverage. For the hypotheses, firm size can’t act as mediating
variable has a negative signed path regression with coefficient (B) -0.187 and with a
significance level of 0,208 which is bigger than 0.05.

Conclusion, Limitation and Suggestions

From the results of research and discussion above the following conclusions can be
drawn as follows: profitability, liquidity and company size affects financial distress in
Property and Real Estate companies. Size can mediating the relationship of profitability,
liquidity, company size and leverage, but not mediating sales growth variable.

This study had limitation as follows: research only uses Property and Real Estate
populations listed on the IDX, therefore this causes the results of research can’t be
generalized to all types of companies. Researcher have not examined other variables such as
activity ratios, cash flow and management tenure so on.

Based on the results of research and discussion, the suggestions for future research as
follows:

1. For investors, Investors need to pay attention to whether the company is in financial
distress or not before making or deciding to invest.

2.  For companies the management needs to consider the factors that influence the
condition of financial distress further so that the company can avoid bankruptcy.

3. For further researchers, future studies can add other variables that might affect financial
distress and can use other methods in determining financial distress conditions in
companies such as using the CAMEL, Springate’s method and other variables such as
management structure, audit committee, activity ratios.
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