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ABSTRACT

This study aims to determine the influence
of Corporate Social Responsibility,
Independent Board of Commissioners,
Cash Flow, Profitability, and Liquidity on
Financial Distress. The population in this
study is all companies in the consumer non-
cyclicals sector for the 2021-2023 period. A
total of 14 companies were used as
samples, so the number of data used was
42 observation data. Data was obtained
using purposive sampling techniques and
using secondary data obtained through the
company's website or the Indonesia Stock
Exchange website. The data analysis
technique in this study is to use multiple
linear regression using the SPSS statistical
analysis program version 26 as a
calculation tool. Based on the results of this
study, Corporate Social Responsibility,
Cash Flow, Profitability, and Liquidity have
no effect on Financial Distress. Meanwhile,
the Independent Board of Commissioners
has a positive effect on Financial Distress.
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INTRODUCTION

In Indonesia, the development of the business sector is experiencing rapid growth, which
will have an impact on companies. This is evidenced by the increasingly fierce
competition that occurs between businesses engaged in the same field (Usman
Senandung Nacita, Rinofah Risal, 2022). Competition is difficult for companies to avoid,
S0 companies continue to innovate in order to compete and survive. If a company is not
able to compete and survive in the midst of the competition that exists at this time, then
the company can experience financial difficulties and bankruptcy (Oktavianti Bela, Hizai
Achmad, 2020).

Bankruptcy analysis of a company is very important for various parties. This is because
the bankruptcy of a company can not only harm the company, but can also harm the
parties who have a relationship with the company. Therefore, bankruptcy prediction
analysis can be used to find out the early symptoms of bankruptcy (Nilasari Intan, 2021).
The sooner the symptoms of bankruptcy are identified, the better it is for management.
So that management can make improvements quickly to prevent the company from
bankruptcy (Aji Panji Satrio, 2022). According to (Ramadhanti Novelina Caesar, 2022),
before the company experiences bankruptcy or liquidity, the company will first face
financial challenges, which are referred to as financial distress. Financial distress is a
situation where a company is unable to pay its obligations that have matured (Pancawitri
& Dillak, 2022). A company experiencing financial distress can be caused by three
financial conditions, such as insufficient capital, high interest expenses, and declining
sales or poor sales growth. Therefore, the relationship between these three aspects is
needed to minimize the possibility of the company experiencing financial distress
(Nurcahyono et al., 2023a, 2023b)

Financial distress conditions cannot just appear in companies, there must be early
indications that cause companies to experience these conditions. Financial statement
analysis is one of the methods to obtain information on the company's financial condition.
When the company's financial statements show a decline, management and external
parties can anticipate and predict the possibility of financial difficulties in a company
(Faldiansyah Achmad Kevin, Arrokhman Dicky Beryl Kholif, 2020). Financial distress if
not addressed immediately can cause investors to lose confidence in the company and
become less interested in investing, so that the company will be in financial difficulties
and will be forced to be delisted from the Indonesia Stock Exchange because it is no
longer eligible to join and cannot trade its securities on the Indonesia Stock Exchange
(Stepani & Nugroho, 2023).

Market conditions are one of the indicators that can be used to measure financial distress
which can be seen from declining profits. Several companies in the consumer non-
cyclicals sector in recent years are experiencing problems related to company
performance, both revenue and net profit performance (Nurcahyono et al., 2024). The
consumer non-cyclicals sector is a sector that is not affected by the economy, so this
sector is still able to grow even though the economy is slowing down. The consumer
non-cyclicals sector includes companies that provide goods and services for basic needs
(Ramadhani, 2022). The factors that affect the consumer non-cyclicals sector in the
problem are due to a decline in profits, profitability, stock price movements that tend to
be low to moderate, and there are legal problems related to the Suspension of Debt
Payment Obligations (SDPO).

Several companies in the consumer non-cyclicals sector in 2021-2023 experienced a
decline in net profit, including PT Unilever Indonesia Tbk (UNVR) experienced a
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decrease in profit in 2021 of IDR 5.76 trillion, down 19.6% from the previous year, in
2022 of IDR 5.36 trillion, down by 6.8%, in 2023 in semester 1 of IDR 2.8 trillion, down
19.5%. PT Matahari Putra Prima Tbk (MPPA) in 2021 recorded a net loss of IDR 337.55
billion, down 16.7%, in 2022 experienced an increase in losses of IDR 429.6 billion, in
the third quarter of 2023 recorded a net loss of 247.50 billion. Based on the phenomena
that have been described, it can be seen that companies in the consumer non-cyclicals
sector can be affected by economic growth and not a few companies in this sector are
experiencing financial difficulties or financial distress. Thus, in predicting the factors that
affect financial distress, the researcher uses the variables of corporate social
responsibility, corporate governance, cash flow, profitability, and liquidity (Khasanah &
Nurcahyono, 2021; Nurcahyono et al., 2022).

Corporate social responsibility or CSR is one of the non-financial factors that can affect
financial distress. Corporate social responsibility can be interpreted as a company's
focus on how its business activities can affect society and the environment (Nugrahanti,
2021). Based on the perspective of instrumental stakeholder theory, companies that
report CSR have been shown to benefit from better financial performance as a result of
maintaining good relationships with stakeholders. Companies use CSR as a risk
management approach to improve their products, protect against political risks, and
protect against social sanctions. However, currently there is no regulation that regulates
in detail what must be disclosed in the disclosure of CSR activities. More research is
needed to determine the benefits of CSR disclosure in reducing financial distress
(Nugrahanti, 2021).

Research on the influence of CSR on financial distress is still limited in results. According
to (Nugrahanti, 2021), (Wardana et al., 2023) and (Adzroo Naomi Ulayya, 2023) that
CSR has a negative influence on financial distress. The higher the CSR activities carried
out by the company, the lower the risk of financial distress. Meanwhile, according to
(Rizky et al., 2023) Corporate social responsibility has no effect on financial distress.
Corporate governance is one of the ways carried out by companies to predict the
occurrence of financial distress conditions (Wardana et al., 2023). Corporate governance
with financial distress is often a concern, especially the relationship between company
performance and decisions made by top management who bear the burden of the
company's financial problems. Corporate governance is used by a company to achieve
its goals and maximize its (Maronrong et al., 2022). The corporate governance used in
this study is an independent board of commissioners.

An independent board of commissioners is one of the good corporate governance
mechanisms for companies because it can reduce problems in the company (Maryam
& Yuyetta, 2019). The independent board of commissioners is part of the company,
which has the responsibility to supervise managers in carrying out their duties in
reporting financial statements and encouraging its implementation The principles of good
corporate governance in the company properly and correctly. The independent board of
commissioners must have an independent attitude, because it is elected directly by the
shareholders at the general meeting of shareholders (GMS) (Fizabaniyah et al., 2023;
Khansa et al., 2022; Permatasari et al., 2023)

Research conducted by (Amanda & Muslih, 2020) The Independent Board of
Commissioners has a positive effect on financial distress. This means that the more
independent boards of commissioners in the company, the less potential for financial
distress to occur in the company because the company will maximize the supervision
and implementation that exists in the company (Sa’diah & Utomo, 2021). Meanwhile,
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according to (Rizky et al., 2023) and (Sa’diah & Utomo, 2021) The Independent Board
of Commissioners has a negative effect on financial distress.

One of the financial reports that provides relevant information to the users of financial
statements is cash flow. There are three activities that can shape this information,
namely funding, investment, and operations (Ramadhanti Novelina Caesar, 2022). The
higher the company generates cash flow, the smaller the company will experience
financial distress (Syuhada et al., 2020). Companies must manage cash flow carefully,
because improper or poor use of cash will put the company in financial distress
(Ramadhanti Novelina Caesar, 2022).

Research conducted by (Pandapotan & Puspitasari, 2022) and (Amanda & Muslih, 2020)
Cash flow has a positive effect on financial distress. This shows that companies that
have healthy cash flow are able to pay dividends, make new investments, maintain
operating capacity, and pay off debt. Meanwhile, according to (Syuhada et al., 2020) and
(Ramadhanti Novelina Caesar, 2022) Cash flow has a negative effect on financial
distress. This is due to the cash flow generated by small companies (Ramadhanti
Novelina Caesar, 2022).

Financial ratios are tools that can be used to Evaluate company performance and predict
financial distress and bankruptcy (Maronrong et al., 2022). The profitability ratio is the
financial ratio shown by the company in generating profits in a certain period. Return on
assets (ROA) is a proxy used by profitability to measure a company's ability to manage
all its assets to generate the desired profit (Nurcahyono et al., 2022; Permatasari et al.,
2023; Timoty et al., 2022). Research conducted by (Purwaningsih & Safitri, 2022),
(Oktavianti Bela, Hizai Achmad, 2020) and (Saputra Andrew Jaya, 2020) stated that
profitability has a positive effect on financial distress. The higher the profitability used by
the company in generating profits, the better the company's performance will be and the
more profits the company will obtain as desired (Syuhada et al., 2020). Meanwhile,
according to (Syuhada et al., 2020), (Adzroo Naomi Ulayya, 2023), (Muzharoatiningsih,
2022), (Putri Deanisyah Suryani, 2020), (Stepani & Nugroho, 2023) and (Maronrong et
al., 2022) stated that profitability has a negative effect on financial distress. This is
because profitability continues to decline in a negative direction, so it is likely that the
company will face financial distress (Maronrong et al., 2022). Liquidity is a financial ratio
used to measure a company's ability to pay off its short-term obligations (Aji Panji Satrio,
2022). Liquidity can be measured by current ratio (CR) (Stepani & Nugroho, 2023).
When the company is able to pay off its short-term obligations optimally, the company
will avoid financial distress conditions (Aji Panji Satrio, 2022).

Research conducted by (Oktavianti Bela, Hizai Achmad, 2020) Liquidity has a positive
effect on financial distress. The higher the company's liquidity level will indicate that the
company has the ability to pay off its short-term obligations (Putri Deanisyah Suryani,
2020). Meanwhile, according to (Syuhada et al., 2020), (Adzroo Naomi Ulayya, 2023),
(Purwaningsih & Safitri, 2022), (Stepani & Nugroho, 2023) and (Nilasari Intan, 2021)
stated that liquidity has a negative effect on financial distress. If the company produces
little liquidity, then it is likely that the company can experience financial distress (Aji Panji
Satrio, 2022). This research is a development of the research (Wardana et al., 2023).
The difference with the previous research is by adding independent variables of
profitability and liquidity, there are variables for controlling leverage and asset tangibility,
and changing the research sector.
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LITERATUR REVIEW

Signal Theory

Signal theory (signalling theory) first proposed by (Spence, 1973) in his research entitled
Job Market Signaling. In this theory, it is explained that there are two parties involved,
namely internal parties such as management who act as signal givers and external
parties such as investors who act as signal receivers. Then the research was developed
by Ross (1977) who explained the encouragement of external parties of companies who
have better information, to convey their company information to investors. Signalling
theory is a theory that reveals that companies can provide signals to external parties,
either in the form of positive signals (good news) or negative signals (bad news)
regarding the company's condition (Santoso, 2017).

The signals provided are in the form of information about what has been done by the
management to realize the owner's wishes. The information issued by the company is
important, because it has an impact on the investment decisions of capital owners,
investors, and creditors (Arlina Nurulita et al., 2021). This information is important for
investors and business people because it provides complete, relevant, accurate and
timely information for the survival of the company and how it will affect the company. In
addition, this information can also be used to study the occurrence of changes in a
company when experiencing an increase or decrease in financial performance.
However, if a company is experiencing financial distress, the manager will limit the
information that will be disclosed to the public (Arlina Nurulita et al., 2021).

Signal theory against financial distress is one of the important methods in a company's
financial analysis. This is related to how a company uses certain information or actions
to convey its financial condition to the public. A company facing potential financial
difficulties may show positive or negative signals to investors and creditors through
dividend policies, capital structures, or management behaviors such as late
announcements of financial statements.

Relationship signalling theory between corporate social responsibility, independent
board of commissioners, cash flow, profitability, and liquidity to financial distress.
Corporate social responsibility with a high value will show a good or positive signal in the
eyes of the public, because the company is considered to have good internal conditions
(Rizky et al., 2023). The existence of an independent commissioner can signal that the
company has a strong commitment to transparency and good governance. Meanwhile,
companies with high cash flow values will show positive signals for creditors and
investors, because the company is considered able to pay debts and generate profits
(Syuhada et al., 2020). A company with a high profitability score will show a good signal
for investors, because with high profitability it can show that the company's financial
performance is in good condition and the company is considered to have the ability to
manage its resources efficiently and can generate sustainable (Alfitri et al., 2022;
Herianto et al., 2023). Then for companies with high liquidity, it will show a positive signal
to the company's ability to meet short-term obligations, because the higher the level of
liquidity, it shows that the company has enough funds and does not need to seek
additional funding (Aji Panji Satrio, 2022).

Based on the above description, the researcher can conclude that corporate social
responsibility, independent board of commissioners, cash flow, profitability, and liquidity
can be used to evaluate a financial condition and predict factors that affect financial
distress. Thus, the results of this analysis aim to study or identify any changes that occur
in the company, whether the company is experiencing an increase or decrease in
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financial condition and company performance as a signal for financial statement users
to help the decision-making process.

Pengaruh Corporate Social Responsibility terhadap Financial Distress

Corporate social responsibility or CSR is one of the non-financial factors that can affect
financial distress. Corporate social responsibility can be interpreted as a company's
focus on how its business activities can affect society and the environment. Companies
use CSR as a risk management approach to improve their products, protect against
political risks, and protect against social sanctions (Nugrahanti, 2021). Based on signal
theory, CSR with a high value will show a good or positive signal in the eyes of the public,
because the company is considered to have good internal conditions so that the
company's success is closely related to the welfare of the people in the area where the
company operates (Rizky et al., 2023).

The statement is supported by research (Nugrahanti, 2021), (Wardana et al., 2023) and
(Adzroo Naomi Ulayya, 2023) corporate social responsibility has a negative effect on
financial distress. Companies that can carry out corporate social responsibility may face
financial difficulties, because the allocation of funds for corporate social responsibility will
be a burden if it consumes large resources without generating direct benefits for the
company. The negative impact shown by corporate social responsibility can be
interpreted as that while these activities can improve the company's reputation,
consumer trust, and increase attractiveness to investors, they can also cause financial
problems (Wardana et al., 2023).

H1 : Corporate social responsibility has a negative effect on financial distress

The Influence of the Independent Board of Commissioners on Financial Distress
The independent board of commissioners is part of the company, which has the
responsibility to supervise managers in carrying out their duties in reporting financial
statements and encouraging its implementation The principles of good corporate
governance in the company properly and correctly. The independent board of
commissioners must have an independent attitude, because it is elected directly by the
shareholders at the general meeting of shareholders (GMS) (Amanda & Muslih, 2020).
Based on signal theory, the existence of independent commissioners can signal that the
company has a strong commitment to transparency and good governance, so as to
increase investor and stakeholder confidence in the company.

The existence of an independent commissioner is expected to help supervision by
providing information transparency so that there are no misunderstandings between the
parties concerned. The more independent board of commissioners in the company, the
less potential for financial distress to occur in the company because the company will
maximize the supervision and implementation of the company (Sa’diah & Utomo, 2021).
This statement is supported by research (Rizky et al., 2023) and (Sa’diah & Utomo,
2021) The Independent Board of Commissioners has a negative effect on financial
distress.

H2 : Independent Board of Commissioners has a negative effect on financial
distress

The Effect of Cash Flow on Financial Distress

Cash flow is a financial statement that provides relevant information about a company's
cash receipts and expenditures in a certain period by including transactions in the
company's operations, financing, and investment activities (Isdina Senny Hardiani,
2021). Cash flow has an important role in determining a company's financial health, as
it can assist companies in identifying potential financial problems and taking preventive
measures when the company is in such a condition. According to signal theory,
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companies with high cash flow values will show positive signals for creditors and
investors, because the company is considered able to pay debts, generate profits, and
invest in the future (Syuhada et al., 2020).

This research is supported by research (Pandapotan & Puspitasari, 2022) and (Amanda
& Muslih, 2020) Cash flow has a positive effect on financial distress. The higher the
cash flow generated by the company, the more confident the creditor has in the return of
the credit that has been given. Cash flow will help companies pay dividends, make new
investments, maintain operating capacity, and pay off debts (Ramadhanti Novelina
Caesar, 2022).

H3 : Cash flow has a positive effect on financial distress

The Effect of Profitability on Financial Distress

Profitability is a financial ratio shown by a company in generating profits in a certain
period. Return on assets (ROA) is a proxy used by profitability to measure a company's
ability to manage all its assets to generate the desired profit. When ROA is not used
effectively and efficiently to generate profits, it will result in a decrease in profitability
(Maronrong et al., 2022). Based on signal theory, a company with a high profitability
value will show a good signal for investors, because with high profitability it can show
that the company's financial performance is in good condition so that investors will be
interested in investing their funds in the company (Syuhada et al., 2020).

This statement is supported by research (Syuhada et al., 2020), (Adzroo Naomi Ulayya,
2023), (Muzharoatiningsih, 2022), (Putri Deanisyah Suryani, 2020), (Stepani & Nugroho,
2023) and (Maronrong et al., 2022) Profitability has a negative effect on financial distress.
This is because profitability continues to decline in a negative direction, so it is likely that
the company will face financial distress (Maronrong et al., 2022). In this case, high
profitability will minimize the possibility of the company experiencing financial difficulties
or financial distress.

H4 : Profitability has a negative effect on financial distress

The Effect of Liquidity on Financial Distress

Liquidity is a financial ratio used to measure a company's ability to pay off its short-term
obligations (Aji Panji Satrio, 2022). Managers use liquidity to find out how well the
company is able to pay off its short-term liabilities (Nilasari Intan, 2021). According to
signal theory, companies with high liquidity will show a positive signal to the company's
ability to meet short-term obligations, because the higher the liquidity level indicates that
the company has enough funds and does not need to seek additional funding (Aji Paniji
Satrio, 2022).

This statement is supported by research (Syuhada et al., 2020), (Adzroo Naomi Ulayya,
2023), (Purwaningsih & Safitri, 2022), (Stepani & Nugroho, 2023) and (Nilasari Intan,
2021) Liquidity has a negative effect on financial distress. Small liquidity will cause the
company to experience financial distress. This can affect investors' views and
considerations for investing (Stepani & Nugroho, 2023).

H5 : Liquidity has a negative effect on financial distress

RESEARCH METHOD

This study uses a quantitative methodology with a descriptive approach. According to
(Sugiyono, 2022) Descriptive research is an approach used to determine the existence
of independent variables, either only in one or more variables (independent) without
making comparisons or looking for relationships with other variables. The purpose of this
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study is to determine the influence of corporate social responsibility, independent board
of commissioners, cash flow, profitability, and liquidity on financial distress with leverage
and asset tangibility as control variables in consumer non-cyclicals sector companies
listed on the Indonesia Stock Exchange (IDX) website for the 2021-2023 period. The
population of this study is in consumer non-cyclicals sector companies listed on the IDX
2021-2023. The sampling method used is purposive sampling, where the technique of
determining samples takes into account certain criteria (Sugiyono, 2022). The following
are some of the criteria in sampling this study:
1. Companies engaged in the consumer non-cyclicals sector listed on the IDX in
2021-2023.
2. Consumer non-cyclicals sector companies that publish annual reports on the
company's official website during the research period.
3. All companies in the consumer non-cyclicals sector have complete data
according to the variables needed in this study.

The measurement of each variable used in this study, which is presented in Table 1.

Table 1. Variable Operations

Variable Measurement
Financial Distress Z-Score = 0,717 WC/TA + 0,847 RE/TA +
3,107 EBIT/TA + 0,42 MVE/BVTD + 0,998
SITA
Corporate Social CSRI=yX
Responsibility n
|ndependent Board of IBC = Independent Board of Commissioners
Commissioners B Total Commissioners
Cash Flow Cash Flow = Operating Cash Flow
Total Assets
Profitabilit _ Earning After Interest and Tax (EAIT)
y ROA = Total Assets
LiQUidity CR = Current Assets

~ Current Liabilities

Leverage DAR = Total Liabilities
Total Assets

Fixed Assets

Total Assets

Asset Tangibility Asset Tangibility = x 100

The data analysis in this study used multiple linear regression analysis. The regression
equation is as follows.

Y = a + B1(X1) + B2(X2) + B3(X3) + B4(X4) + B5(X5) + B6(X6) + B7(X7) + e
Remarks: Y is financial distress; a is the value of the constant; 3 is the regression
coefficient of each variable; X1 is corporate social responsibility, X2 is an independent

board of commissioners; X3 is cash flow; X4 is profitability; X5 is liquidity; X6 is leverage;
X7 is the asset tangibility; while e is the error value.
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RESULTS

Descriptive Statistical Analysis

The descriptive statistical analysis method is a test of data in the form of a table that is
able to see the results of the distribution of data seen through minimum, maximum, mean
and standard deviation values. Descriptive statistical analysis is able to explain the
results of data distribution well, so that it can assess the accuracy of the results. This test
was carried out on companies in the consumer non-cyclicals sector listed on the
Indonesia Stock Exchange in 2021-2023.

Table 2. Descriptive Statistical Test Results

Variable Minimum Maximum Mean Std. Deviation
Financial Distress -3.45 6.09 2.6175 1.85279
Corporate Social 0.22 0.85 0.5626 0.16777
Responsibility
Independent Board 0.33 0.88 0.4423 0.13999
of Commissioners
Cash Flow -0.02 0.44 0.1166 0.11275
Profitability 0.01 0.30 0.0989 0.07112
Liquidity 0.09 6.18 1.8555 1.15599
Leverage 0.11 2.31 0.5369 0.48635
Asset Tangibility 13.16 73.70 38.0327 13.60763

Based on the results of descriptive statistical analysis in Table 2, financial distress has a
fairly wide distribution. This can be proven from financial distress which has the highest
value of 6.09 and the lowest value of -3.45, with an average value of financial distress of
2.6175 and a standard deviation value of 1.85279. Based on the results of the test, the
average score is close to the highest value, which indicates that the average company
in the consumer non-cyclicals sector over the past few years has not experienced
financial distress. Therefore, it can be concluded that there are several companies that
experience and do not experience financial distress.

Corporate social responsibility has the highest score of 0.85 and the lowest score of 0.22.
The average value was 0.5626 and the standard deviation value was 0.16777. The
standard deviation value indicates that the value is smaller than the average value, so it
can be concluded that the average value produced is close to the highest value. These
results show that the majority of companies used as a sample have expressed corporate
social responsibility well. Therefore, it can be concluded that several relevant indicators
have been successfully implemented by several companies in the consumer non-
cyclicals sector listed on the IDX.

The independent board of commissioners had the highest score of 0.88 and the lowest
score of 0.33. Meanwhile, the average value produced was 0.4423 and the standard
deviation value was 0.13999. The test results of the standard deviation show that the
value is smaller than the average value. The average score is close to the lowest value.
This shows that the number of independent boards of commissioners in the company is
still relatively small. Cash flow has a high value of 0.44 and a low value of -0.02. In
addition, the average value was 0.1166 and the standard deviation value was 0.11275.
The standard deviation value is smaller than the average value. Thus, the result of the

481



Economics and Business International Conference Proceeding
Vol. 1 No. 2, pp. 473-489, August, 2024

average score is close to the lowest value. This shows that the company in generating
and managing cash flow is relatively low and not optimal. Therefore, it can be concluded
that there are several companies that have low cash flow values so that they can affect
the overall average in this data.

Profitability has the highest value of 0.30 and the lowest value of 0.01. The average value
was 0.0989 and the standard deviation value was 0.07112. Standard deviation values
show results that are smaller than the average value. Thus, the average score is close
to the lowest value. The results of this test can illustrate that the majority of companies
in the consumer non-cyclicals sector tend to generate relatively low profits, as this is due
to a few companies with very low profits that can affect the overall average value in this
data. Liquidity has the highest score of 6.18 and the lowest value of 0.09. The average
value was 1.8555 and the standard deviation value was 1.15599. The resulting standard
deviation value is smaller than the average value, so the result of the average value is
close to the lowest value. This indicates that the company does not have the ability to
pay short-term obligations.

Multiple Linear Regression Analysis

Multiple linear regression analysis aims to test the relationship between one variable and
another. In this study, multiple linear regression analysis was used to determine the
magnitude of the influence of independent variables consisting of corporate social
responsibility, independent board of commissioners, cash flow, profitability, and liquidity
as well as leverage and asset tangibility control variables on dependent variables,
namely financial distress. Data testing to perform multiple linear regression analysis was
carried out using the SPSS statistical program version 26.

The results of linear regression analysis can be seen in the following table:

Table 3. Multiple Linear Regression Test Results

Variable Beta Sig.

Corporate Social Responsibility -0.142 0.052
Independent Board of Commissioners 0.235 0.005
Cash Flow -0.001 0.996
Profitability 0.219 0.064
Liquidity 0.124 0.203
Leverage -0.615 0.000
Asset Tangibility -0.234 0.007
R-Square 0.865

Based on the regression model that has been tested, it can be interpreted as follows:

1. Corporate social responsibility obtained a significance value of 0.052 > 0.05 and
a coefficient value of -0.142. This shows that corporate social responsibility has
a negative and insignificant effect on financial distress. This means that if the
value of corporate social responsibility falls, it is said that the company is not able
to disclose corporate social responsibility.

2. The independent board of commissioners obtained a significance value of 0.005
< 0.05 and a coefficient value of 0.235. This shows that the independent board
of commissioners has a positive effect on financial directors. This means that if
the number of board of commissioners in a company increases, the less potential
the company will experience financial distress.
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3. Cash flow obtained a significance value of 0.996 > 0.05 and a coefficient value
of -0.001. This shows that cash flow has a negative and insignificant effect on
financial distress. This means that if the cash flow generated by the company is
lower, it can increase the risk of unstable financial conditions so that it can cause
the company to experience financial distress.

4. Profitability obtained a significance value of 0.064 > 0.05 and a coefficient value
of 0.219. This shows that profitability has a positive and insignificant effect on
financial distress. This means that if a company's profitability decreases, the
higher the company will experience financial distress.

5. Liquidity obtained a significance value of 0.203 > 0.05 and a coefficient value of
0.124. This shows that liquidity has a positive and insignificant effect on financial
distress. This means that the lower the liquidity in the company, the greater the
risk of financial distress in the company because it is not financed by assets.

DISCUSSION

Pengaruh Corporate Social Responsibility Terhadap Financial Distress

CSR has arole in ensuring that the company is socially and environmentally responsible,
so that it can improve the company's reputation and support long-term sustainability. The
high level of CSR disclosure reflects that the company has a commitment and
responsibility to social, environmental, and economic aspects in its operations. The
existence of CSR aims to ensure that the company not only focuses on financial profits,
but also is responsible for the social and environmental impact of its operational
activities. The implementation of this CSR is also used by the company to get a good
reputation from the environment where the company operates.

Based on Table 3, CSR has a negative effect on financial distress, with a beta value of -
0.142 and the sig value is 0.052 > 0.05. The results of this test prove that H1 rejected.
This research is in line with the research conducted by (Rizky et al., 2023) CSR has no
effect on financial distress. Negative CSR arises as a result of the company's
inconsistency in the application of corporate ethical values, so that it can reduce public
trust and potentially harm the company's reputation. It can be concluded that the results
of this study do not support the signal theory which states that the management cannot
convey signals related to the implementation of CSR to all stakeholders and investors.
Where the information that will be conveyed includes the company's future potential and
the activities that have been carried out as a form of company concern starting from the
social, economic, and environmental aspects where the company operates (Hastuti et
al., 2024; Nurcahyono et al., 2023b).

The Influence of the Independent Board of Commissioners on Financial Distress
Independent board of commissioners has an important role in company supervision by
providing an independent perspective in strategic decision-making. The increasing
number of Independent board of commissioners in a company will increase
transparency, accountability, and objective decision-making and be able to encourage
better corporate governance overall. This can be beneficial for all stakeholders because
their interests can be protected fairly and transparently. The existence of Independent
board of commissioners aims to improve good corporate governance and reduce the risk
of conflicts of interest between management and shareholders. Thus, Independent board
of commissioners can be used as a strong foundation by companies to build public and
investor trust, and can increase the long-term value of the company through the
decisions that have been taken.
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Based on Table 3, the independent board of commissioners has a positive effect on
financial distress, with a beta value of 0.235 and the sig value is 0.005 < 0.05. The results
of this test prove that H2 accepted, because Independent board of commissioners has
the responsibility to supervise managers in performing their duties in reporting financial
statements and encourage the application of good corporate governance principles in
the company properly and correctly. The results of this study are in line with the research
conducted by (Amanda & Muslih, 2020) that the Independent Board of Commissioners
has a positive effect on financial distress. This states that the more independent boards
of commissioners in the company shows that the less potential the company will
experience financial distress, because the large number of independent boards of
commissioners will maximize the supervision and implementation of the company.

The Effect of Cash Flow on Financial Distress

Cash flow has an important role in the financial sustainability of a company. Cash flow
shows the company's operational performance in managing cash inflows and cash
outflows from its business activities as well as in generating profits. A high level of cash
flow indicates that the incoming cash flow is greater than the outgoing cash flow, so the
company can address its financial obligations in a timely manner and invest more in
business development. When a company has a healthy cash flow, it will be good
because it is considered that the company is able to finance its operational activities, pay
off obligations, and assist in making strategic decisions such as expansion or
restructuring so that it can avoid potential financial distress (Ifada et al., 2023). The
implementation of good cash flow shows the existence of regular monitoring, expenditure
planning, and efficient receivables management to maintain optimal liquidity and
financial stability.

Based on Table 3, cash flow has a negative effect on financial distress, with a beta value
-0.001 and the gis value is 0.996 > 0.05. The results of this test prove that H3 rejected,
because the relationship between the company's cash flow and the level of financial
distress cannot appear by chance, but there is a strong factor from the data used to
obtain the test results. Research conducted by (Wardana et al., 2023), (Darmiasih Ni
Wayan Ray, Endiana | Dewa Made, 2022), (Isdina Senny Hardiani, 2021), and
(Purwaningsih & Safitri, 2022) Cash flow has no effect on financial distress. A negative
cash flow value can be said to mean that the company is relatively small in generating
cash flow. Cash flow can be caused by the information that a company obtains from very
complex cash flows, because flow reports include operational activities, funding, and
investments. Cash flow generated from low operating activities cannot pay off the
company's long-term liabilities, making it difficult to predict whether the company is in
financial distress or not.

The Effect of Profitability on Financial Distress

Profitability has an important role in generating a company's profits in a given period. A
high profitability ratio indicates the efficiency in the use of resources and the company's
ability to generate stable profits. Thus, the higher the level of profitability, the better the
company's performance will be and the more profits the company will get. The main
existence of profitability aims for the long-term company in allocating resources
optimally, developing products, and increasing market share. In its utilization, profitability
has the ability to attract investors and gain access to additional funding for the company's
growth. Executing a good profitability strategy can involve in-depth analysis of costs and
revenues, identifying opportunities to increase profits, and maintaining a competitive
advantage in the market.

Based on Table 3, profitability has a positive effect on financial distress, with a beta value
0.219 and the value of the sig 0064 > 0.05. The results of this test show that H4 rejected.
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The results of this study are in line with the research conducted by (Nilasari Intan, 2021)
and (Aji Panji Satrio, 2022) which states that Profitability has no effect on financial
distress. This can happen because the smaller the profitability generated by the
company, the greater the likelihood of financial distress. Thus, the results of the
profitability test cannot be used as a company's strength in generating profits and existing
assets, because the profits generated are relatively small.

The Effect of Liquidity on Financial Distress

Liquidity plays an important role in decision-making, as liquidity relates to a company's
ability to meet a company's financial obligations. Liquidity is the ability of a company to
pay off short-term obligations that have matured. When a company has high liquidity, it
shows that the company has the ability to meet its obligations in a short time without
experiencing difficulties. The existence of liquidity aims to maintain financial stability and
face economic challenges. Liquidity can be used as a company to plan long-term
investments, manage risks, and provide confidence to investors and creditors.

Based on Table 3, liquidity has a positive effect on financial distress, with a beta value
0.124 and the sig value is 0.203 > 0.05. The results of this test show that H5 rejected.
The results of this study are in line with the research conducted by (Antoniawati Anita,
2022), (Muzharoatiningsih, 2022), (Putri Deanisyah Suryani, 2020) Liquidity has no
effect on financial distress. The results of this test are not in line with the formulation of
the hypothesis and signal theory where the company cannot provide signals to investors
about the liquidity it has. An insignificant influence between liquidity and financial distress
can occur because the sample companies that have been used have the ability to fund
the company's operations in fulfilling short-term obligations with current assets that they
own well so that there is no financial distress. Thus, liquidity is not appropriate as a factor
to determine the condition of a company's financial distress.

CONCLUSION

Based on the results of research and discussion on the influence of corporate social
responsibility, independent board of commissioners, cash flow, profitability, and liquidity
on financial distress in consumer non-cyclicals sector companies listed on the Indonesia
Stock Exchange for the 2021-2023 period, the following conclusions were obtained:

1. Corporate social responsibility has no effect on financial distress. This happened
because the company was unable to disclose corporate social responsibility.

2. The independent board of commissioners has a positive and significant effect on
financial distress. This is because the more independent boards of
commissioners in the company show that the less potential the company will
experience financial distress, because the large number of independent boards
of commissioners will maximize the supervision and implementation of the
company.

3. Cash flow has no effect on financial distress. This is because the lower the cash
flow generated by the company, the higher the risk of unstable financial
conditions so that it can cause the company to experience financial distress.

4. Profitability has no effect on financial distress. This can happen because the
smaller the profitability generated, the greater the possibility of financial distress
in the company.

5. Liquidity has no effect on financial distress. This is because the lower the liquidity
in the company, the greater the risk of financial distress in the company because
it is not financed by assets.
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Limitations
Based on the results of this study, there are still limitations that are taken into
consideration. The limitations are as follows:

1. There are several variables that cannot affect financial distress, namely corporate
social responsibility, cash flow, profitability, and liquidity, so that the value
produced is still relatively low and less than optimal in explaining the variables of
financial distress.

2. This study only focuses on consumer non-cyclicals sector companies listed on
the Indonesia Stock Exchange, so the sample obtained is small and cannot
consider other factors that can affect financial distress.

3. This research was carried out in a relatively short span of time, namely for 3
years, starting from 2021-2023.

Suggestion
Based on the limitations of the research results, the author will provide suggestions for
further research, including:

1. In the next study, it is hoped that it can consider the independent variables that
will be used, especially those that are estimated to affect financial distress, so
that the results of the study are more accurate.

2. Expanding the scope of the research object, not only focusing on the consumer
non-cyclicals sector, so that the sample obtained will be larger.

3. Extending the research period by more than 3 years to obtain more accurate
results, so that it can show that the variables analyzed can detect companies
experiencing financial distress.
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