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Abstract	

This	study	analyzes	and	examines	the	effect	that	cash	flow	has	on	financial	distress	and	corporate	social	
responsibility	 through	moderation	 by	 the	 role	 of	 corporate	 governance.	 The	 sample	 of	 companies	
applied	is	manufacturing	companies	in	Indonesia	and	listed	on	the	Indonesia	Stock	Exchange	with	the	
period	2019-2021.	The	samples	that	fit	the	criteria	were	found	to	be	44	companies.	The	data	obtained	
through	 purposive	 sampling	 and	 using	 secondary	 data	 from	 the	 annual	 report	 published	 by	 each	
company.	The	results	of	this	study	indicate	that	financial	distress	t-1 has	a	positive	effect	on	financial	
distress	 significantly.	 corporate	 social	 responsibility	 does	 not	 affect	 financial	 distress.	 Corporate	
governance	 has	 a	 positive	 effect	 on	 financial	 distress	 significantly.	 Cash	 flow	 has	 a	 negative	 and	
significant	 effect	 on	 financial	 distress.	 Leverage	 has	 a	 negative	 and	 significant	 effect	 on	 financial	
distress.	Asset	tangibility	does	not	affect	financial	distress.	Corporate	governance	moderates	the	effect	
of	corporate	social	responsibility	on	financial	distress. 
Keywords	 :	Cash	flow,	Corporate	governance,	Corporate	social	responsibility,	Financial	

distress	
JEL	Classification			:	G32	

	

1. Introduction	
	

Indonesia	 is	 experiencing	 significant	 economic	 progress,	 the	 economic	 progress	 is	 mainly	
supported	in	the	manufacturing	sector.	One	example	is	manufacturing	companies	that	actively	produce	
various	kinds	of	materials,	components,	and	raw	materials	which	are	then	processed	manually	or	using	
machines	as	finished	products	that	are	ready	for	use.	These	products	are	then	marketed	to	consumers.	
In	addition,	manufacturing	companies	also	play	a	role	in	producing	more	complex	goods	or	distributed	
more	widely	to	retail.	

It	has	been	revealed	by	the	Minister	of	Finance,	Sri	Mulyani	that	companies	in	the	industrial	and	
agribusiness	sectors	will	experience	bankruptcy	quite	easily.	The	expression	refers	to	the	Z-Score	which	
has	been	categorized	into	three	groups.	First,	green	which	is	defined	as	safe,	through	a	score	equal	to	
or	more	than	2.9	for	manufacturing	companies	and	equal	to	or	more	than	2.6	for	companies	in	the	non-	
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manufacturing	sector.	Then	second,	yellow	which	 indicates	that	 it	 is	 included	 in	the	alert	category,	
through	a	score	between	1.23-2.9	for	manufacturing	companies,	while	the	score	is	between	1.1-2.6	for	
non-manufacturing	companies	(Adrian	Wail	Akhlas,	2019).	

In	the	early	stages	of	a	company	experiencing	financial	difficulties,	there	is	usually	a	tendency	to	
weaken	the	company's	ability	to	meet	all	its	obligations.	as	for	financial	distress	is	the	stage	of	worsening	
the	financial	condition	of	a	company	before	finding	that	it	has	gone	bankrupt	or	will	be	liquidated,	due	
to	various	factors	related	to	its	operations,	such	as	based	on	the	composition	of	the	balance	sheet,	that	
the	comparison	of	total	assets	is	smaller	or	not	enough	to	meet	the	level	of	its	liabilities.	The	occurrence	
of	financial	distress	is	when,	before	the	company	goes	bankrupt,	when	it	is	found	that	the	company	is	
unable	 to	 fulfill	 its	 financial	obligations	so	 that	 the	related	company	 is	declared	to	be	experiencing	
financial	distress.	So	that	companies	will	be	encouraged	to	anticipate	the	possibility	of	financial	distress	
so	that	they	can	continue	to	operate	and	compete	in	the	global	market.	

The	 increasing	 awareness	 of	 companies	 in	 terms	 of	 their	 responsibilities	 in	 the	 social	 and	
environmental	spheres	or	corporate	social	responsibility	will	also	increase	the	interest	and	dis-closure	
of	them,	both	in	the	form	of	stand-alone	(sustainablity	report)	and	those	that	are	still	included	in	the	
annual	report	(financial	report)	news	(Ningtyas	et	al.,	2023).	By	involving	themselves	in	corporate	social	
respon-sibility	activities,	companies	can	be	considered	as	companies	that	have	good	internal	conditions.	
The	success	of	an	entity	is	closely	related	to	the	welfare	of	the	community	in	the	area	where	it	operates,	
because	businesses	cannot	run	or	grow	in	isolation.	Businesses	have	a	responsibility	to	society	in	return	
for	the	benefits	and	profits	they	receive.	The	purpose	of	CSR	is	not	only	to	focus	on	maximizing	profits,	
but	 also	 to	 expand	 the	 company's	 responsibilities	 to	 various	 related	 parties,	 including	 investors,	
consumers,	communities,	employees,	and	the	environment	(Samidi	et	al.,	2019).	

As	for	companies	with	high	operating	cash	flow,	of	course,	they	have	a	higher	source	of	funds	in	
maintaining	their	operational	capabilities.	If	there	continues	to	be	a	decrease	in	the	operating	cash	flow	
of	a	company,	the	higher	the	possibility	of	a	company	to	experience	financial	distress	(Lee	et	al.,	2017).	
Every	company	has	cash	flow	to	determine	the	income	and	expenses	listed	in	the	financial	statements,	
so	that	it	can	be	analyzed	regarding	financial	conditions.	Companies	experiencing	financial	distress	are	
characterized	by	insolvent	conditions.	This	is	because	the	cash	flow	owned	by	the	company	is	unable	
to	pay	obligations	/	debts	with	a	predetermined	maturity,	due	to	negative	cash	flow.	When	this	goes	
on	for	a	long	time,	it	means	that	financial	distress	can	end	in	bankruptcy	(Akhmad	Sigit	Adiwibowo	et	
al.,	 2023).	 Companies	 that	 have	 good	 corporate	 governance	 should	 have	 good	 financial	 and	 non-	
financial	conditions,	usually	with	ineffective	and	un-disciplined	internal	management	of	the	company,	
even	companies	with	better	good	corporate	governance	can	experience	financial	distress.	Financial	
Distress	is	an	early	indicator	of	revival	and	can	be	influenced	by	financial	factors	and	non-financial	
factors	 (Yeterina	Widi	 Nugrahanti,	 2021).	 Companies	 that	 implement	 good	 corporate	 governance	
practices	and	comply	with	ethical	rules	in	managing	the	company	can	generate	long-term	profits.	

In	addition,	by	implementing	corporate	social	responsibility,	the	company	shows	concern	and	
responsibility	for	the	impacts	generated	by	the	company,	both	related	to	social,	environmental	and	
economic	aspects.	This	has	a	positive	impact	on	the	company's	reputation	which	is	getting	better	in	the	
eyes	of	the	community.	Therefore,	with	the	implementation	of	good	corporate	governance	and	CSR,	it	
is	possible	to	encourage	an	increase	in	company	performance,	which	will	then	prevent	the	probability	
of	 the	 company	 having	 financial	 distress	 problems	 (Yanti	 &	 Purwanto,	 2023).	 As	 for	 this	 study,	
corporate	 governance	 as	 a	moderating	 variable	 to	 determine	 the	 performance	 of	managers	 in	 the	
implementation	of	the	authority	that	has	been	given.	This	has	an	impact	on	the	company's	operational	
growth	 in	 line	 with	 the	 interests	 of	 shareholders.	 If	 the	 company	 implements	 good	 corporate	
governance,	the	company	will	be	in	a	healthy	condition,	and	reduce	the	potential	for	financial	distress	
(Nugrahanti,	2021).	

This	research	is	intended	to	be	able	to	re-test	the	various	factors	that	have	been	included	in	several	
previous	 studies,	 which	 are	 suspected	 of	 having	 an	 influence	 on	 the	 company's	 financial	 distress	
condition,	 because	 there	 are	 still	 some	 differences	 from	 previous	 research,	 as	 shown	 by	 Gupta	 &	
Krishnamurti,	 (2018)	 showing	 CSR	 has	 a	 negative	 effect	 on	 financial	 distress.	 Meanwhile,	 in	
(Yeterina	Widi	Nugrahanti,	2021)	corporate	social	responsibility	negatively	affects	financial	distress.	
With	 a	 greater	 liquidity	 ratio,	 it	means	 that	 the	 company	 is	 less	 likely	 to	 find	 a	 financial	 distress	
condition.	 Regarding	 the	 cash	 flow	 variable,	 there	 are	 also	 different	 results,	 as	 in	 Giarto	 &	
Fachrurrozie	(2020)	which	states	that	cash	flow	negatively	affects	financial	distress.	This	is	because	
when	the	value	of	cash	
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flow	is	getting	bigger,	it	can	reduce	the	possibility	of	financial	distress	in	a	company.	The	opposite	result	
is	found	in	Pandapotan	&	Puspitasari,	(2022)	which	states	that	cash	flow	has	a	positive	effect	on	financial	
distress,	by	showing	that	the	higher	the	cash	flow,	the	more	the	company	can	get	into	financial	distress,	
if	the	company	cannot	manage	cash	appropriately.	

Based	on	the	description	above,	this	research	is	quite	interesting	to	do,	because	based	on	the	
current	economic	conditions	in	Indonesia,	which	are	considered	to	be	almost	on	the	verge	of	a	recession	
or	 possible	 crisis	 that	 will	 result	 in	 the	 bankruptcy	 of	many	 companies	 involved.	 Until	 then,	 it	 is	
necessary	 to	 have	 various	 strategies	 that	 are	 considered	 feasible	 in	 dealing	with	 the	possibility	 of	
financial	distress	by	a	company.	Then	the	research	also	verified	the	research	previously	conducted	by	
Farooq	et	al.,	(2023)with	its	independent	variable,	corporate	responsibility	and	moderated	by	corporate	
governance	to	be	able	to	estimate	the	possibility	of	financial	distress	in	corporate	companies.	However,	
this	 study	will	 add	 to	 the	 independent	 variables,	with	 lagged	 financial	 distress	 and	 cash	 flow.	The	
addition	of	lagged	financial	distress	and	cash	flow	in	this	case	is	strengthened	by	the	theory	of	Foster,	
(1986),	 that	 cash	 flow	 from	 operations	 (CFFO)	 or	 operating	 cash	 flow	 is	 useful	 in	 predicting	 the	
possibility	of	corporate	bankruptcy.	Until	then,	it	puts	several	factors	tested	in	this	study,	consisting	of	
the	effect	of	cash	flow	on	financial	distress	and	corporate	social	responsibility	moderated	by	the	role	of	
corporate	governance	of	manufacturing	companies	listed	on	the	IDX.	This	study	analyzes	and	examines	
the	effect	that	cash	flow	has	on	financial	distress	and	corporate	social	responsibility	through	moderation	
by	the	role	of	corporate	governance.	

	
2. Hypotheses	Development	

	
Effect	of	Financial	Distress	t-1 on	Financial	Distress	

Companies	experiencing	financial	decline	are	characterized	by	an	inability	to	control	or	manage	
sales,	 thus	 affecting	 financial	 conditions.	 Research	 related	 to	 financial	 distresst-1 (lagged	 financial	
distress)	conducted	by	Humairoh	&	Nurulita,	(2022)	states	that	financial	distress	t-1 has	a	positive	and	
significant	effect	on	financial	distress.	If	the	company	experiences	lagged	financial	distress	from	the	
previous	year,	it	shows	an	indication	of	irregularities	in	the	company's	financial	condition	and	can	be	
seen	from	significant	losses.	These	results	are	in	line	with	research	(Yazdanfar	&	Öhman,	2020).	
H1:	There	is	an	effect	of	financial	distress	t-1 on	financial	distress	

The	Effect	of	Corporate	Social	Responsibility	on	Financial	Distress	

Corporate	Social	Responsibility	is	a	significant	determinant	of	financial	distress.	Research	Gupta	
&	Krishnamurti,	(2018)	concluded	that	companies	with	better	social	responsibility	will	gain	support	
from	their	stakeholders,	more	easily	get	additional	funding	so	that	companies	are	enabled	to	avoid	
financial	distress	and	show	a	negative	influence	of	corporate	social	responsibility	on	financial	distress.	
Previous	 research	 (Choi	 et	 al.,	 2021)	 concluded	 that	 CSR	 can	 reduce	 the	 possibility	 of	 increasing	
financial	distress.	Research	from	Nugrahanti,	(2021)	concluded	that	corporate	social	responsibility	has	
a	significant	positive	effect	on	financial	distress.	This	indicates	that	when	more	companies	disclose	their	
CSR,	it	means	that	the	company	will	have	a	low	risk	of	experiencing	financial	distress.	However,	the	
results	of	research	conducted	Yanti	&	Purwanto,	(2023)	concluded	that	corporate	social	responsibility	
does	not	affect	financial	distress,	which	means	that	the	existence	of	a	high	corporate	social	responsibility	
program	 cannot	 influence	 the	 company	 to	 experience	 financial	 distress.	 As	 previous	 research	 is	
presented,	the	following	second	hypothesis	is	proposed.	
H2:	There	is	an	effect	of	corporate	social	responsibility	on	financial	distress	

The	Effect	of	Corporate	Governance	on	Financial	Distress	

The	existence	of	corporate	governance	can	overcome	agency	problems	between	company	owners	
and	managers.	As	in	research	Hilaliya	&	Margaretha,	(2017)	concluded	that	the	corporate	governance	
index	negatively	and	significantly	affects	financial	distress.	This	indicates	that	if	corporate	governance	
is	implemented	properly,	the	possibility	of	financial	distress	can	decrease,	while	research	from	Yuliani	
&	Rahmatiasari,	(2021)	concluded	that	corporate	governance	has	a	positive	and	significant	effect	on	
financial	distress,	due	to	supervision	that	can	improve	per-formance.	The	results	above	contradict	the	
research	results	from	Nurulita	et	al.,	(2022)	which	concluded	that	corporate	governance	has	a	negative	
and	 insignificant	 effect	 on	 financial	 distress.	 This	 is	 because	 there	 are	 companies	 that	 implement	
corporate	governance	without	being	supported	by	efficient	performance.	In	addition,	this	corporate	
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governance	practice	has	not	been	implemented	properly	and	correctly.	
H3:	There	is	an	effect	of	corporate	governance	on	financial	distress	

Effect	of	Cash	Flow	on	Financial	Distress	

Previous	research	from	Giarto	&	Fachrurrozie,	(2020)	revealed	that	cash	flow	has	a	negative	and	
significant	effect	on	financial	distress.	These	results	are	in	line	with	researchers	(Julius	P.S	et	al.,	2017).	
Thus,	 the	 higher	 the	 cash	 flow	 by	 the	 company,	 the	 later	 it	 can	 reduce	 the	 risk	 of	 the	 company	
experiencing	financial	distress.	Meanwhile,	according	to	research	(Nasution,	2019)	and	Pandapotan	&	
Puspitasari,	(2022)	revealed	a	positive	influence	given	by	cash	flow	on	financial	distress	significantly,	
because	it	reflects	the	company's	funding	ability	to	predict	the	company's	condition	in	financial	distress.	
These	results	 indicate	 that	 the	higher	 the	cash	 flow,	 the	easier	 it	 is	 for	 the	company	 to	experience	
financial	distress,	if	the	company	cannot	manage	cash	appropriately.	
H4:	There	is	an	effect	of	cash	flow	on	financial	distress	

The	Effect	of	Firm	Leverage	on	Financial	Distress	

Previous	research	 from	Giarto	&	Fachrurrozie,	 (2020)concluded	that	 firm	leverage	has	a	positive	
and	significant	effect	 on	financial	 distress.	 If	a	company	has	high	leverage,	 it	 can	cause	the	company	to	
be	at	greater	risk	of	financial	distress,	because	its	operational	activities	are	financed	by	debt	so	that	the	
company's	 ability	 to	 pay	 off	 debt	 and	 interest	 decreases.	 These	 results	 are	 in	 line	 with	 research	 by	
Kartika	 &	 Hasanudin,	 (2019)	 which	 concluded	 that	 firm	 leverage	 has	 a	 positive	 and	 significant	 effect	
on	 financial	 distress.	 As	 for	 companies	 with	 a	 higher	 debt	 ratio,	 the	 possibility	 of	 the	 company	
defaulting	 is	 caused	by	debt	as	a	 source	of	 funding.	Researchers	 stated	 (Shehzad	et	al.,	2020)	 that	 firm	
leverage	 has	 a	 negative	 and	 significant	 effect	 on	 financial	 distress.	 If	 the	 company	manages	 corporate	
debt	well,	 it	 can	have	an	effect	on	 increasing	 company	profits	or	profits.	Therefore,	 the	 company	has	a	
smaller	risk	of	financial	distress.	
H5:	There	is	an	effect	of	firm	leverage	on	financial	distress	

The	Effect	of	Asset	Tangibility	on	Financial	Distress	

Based	on	research	from	Isayas,	(2021)	which	found	the	results	that	asset	tangibility	negatively	
and	significantly	affects	financial	distress.	This	indicates	that	companies	with	fixed	assets	are	greater	
than	current	assets,	so	their	financial	condition	is	relatively	good,	so	it	is	possible	to	avoid	financial	
distress,	because	companies	are	able	to	increase	production,	so	income	also	increases.	The	results	are	in	
line	with	the	results	of	research	Junior	&	Wijaya,	(2022)	by	having	asset	tangibility,	companies	can	focus	
on	the	business	activities	being	carried	out.	
H6:	There	is	an	effect	of	asset	tangibility	on	financial	distress.	

The	Effect	of	Corporate	Governance	as	Moderation	on	Financial	Distress	

The	 results	 of	 research	 from	Nugrahanti,	 (2021)	which	 tests	 with	 corporate	 governance	 as	
moderation	show	that	 independent	commissioners	and	 institutional	owners	moderate	the	effect	of	
corporate	 social	 responsibility	 disclosure	 on	 financial	 distress,	 while	 commissioner	 size	 does	 not	
moderate	the	effect	of	CSR	disclosure	on	financial	distress.	Based	on	research	from	Farooq	et	al.,	(2023)	
Corporate	governance	found	a	significant	relationship	to	financial	distress.	Results	that	support	the	
idea	 that	 corporate	 governance	mechanisms	 improve	performance	 can	protect	 shareholder	 rights.	
Effective	governance	mechanisms	keep	management	under	control,	thus	preventing	the	company	from	
financial	distress.	
H7:	Corporate	Governance	moderates	the	effect	of	Corporate	Social	Responsibility	on	financial	distress.	

	
3. Method,	Data,	and	Analysis	

	
Data	and	Operational	Variable	

The	 sample	 withdrawal	 method	 used	 for	 this	 research	 is	 through	 purposive	 sampling.	
Considerations	are	taken	because	it	will	focus	on	specific	objectives,	namely	companies	with	certain	
criteria.	The	sample	of	this	study	is	a	manufacturing	company	listed	on	the	Indonesia	Stock	Exchange	
(IDX)	during	the	2019-2021	Period	which	has	complete	financial	reports	totaling	44	companies.	The	
sample	 selection	 was	 carried	 out	 by	 paying	 attention	 to	 the	 sample	 criteria	 consisting	 of:	 (1)	
Manufacturing	companies	listed	on	the	IDX	during	the	2019-2021	period.	(2)	Availability	of	company	
financial	reports	for	the	2019-2021	period	and	in	Rupiah	currency.	(3)	Availability	of	data	related	to	
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measurements	 for	the	CSR	ratio.	(4)	Companies	 that	are	not	suspended	by	the	 IDX.	

Table 1. Operational	Variables	
	

Variable	Type	 Variable	Name	 Operational	variable	definition	 Reference	
	

Dependent	variable	 Financial	Distress	 Z_Score =	0.717X1 +	0.847X2 +	3.107X3 

+	0.42X4 +	0.998X5 

(Siregar	&	
Nurlaila,	2023)	

Independent	variable	 Financial	Distress	
t-1 

Z_Score	value	from	previous	year	 Farooq	et	al.,	
(2023)	

Independent	variable			Corporate	 Social	
Responsibility	

Firm	 spending	 in	 Charitable	 donations,	
employee	 welfare,	 and	 Research	 Deve-	
lopment	/	Earnings	after	tax	

Farooq	et	al.,	
(2023)	

Independent	variable			Corporate	Governance	 CG_Index	 Farooq	et	al.,	
(2023)	

Independent	variable			 Cash	Flow	 Operating	cash	flow	/	Total	assets	 Pandapotan	&	
Puspitasari,	(2022)	

Moderating	variable	 Coroporate	Governance	 CG_Index	 Farooq	et	al.,	
(2023)	

Control	variable	 Firm	Leverage	 Total	debt	/	Total	Assets	 Farooq	et	al.,	
(2023)	

Control	Variable	 Asset	Tangibility	 Ratio	of	fixed	assets	to	total	assets	 Farooq	et	al.,	
(2023)	

	

The	 independent	 variable	 is	 a	 variable	 that	 has	 an	 influence	 on	 changes	 that	 occur	 in	 the	
dependent	variable,	which	is	involved	in	the	research,	namely	financial	distress	t-1,	Corporate	Social	
Responsibility		 (CSR),		 Cash		 Flow,		 and		 Corporate		 Governance.		 The		 dependent		 variable		 is		 then	
interpreted	to	be	a	variable	that	receives	influence	or	as	a	result	of	the	independent	variable,	which	in	
this	 study	 is	 financial	 distress.	 The	 moderating	 variables	 that	 arise	 in	 research	 to	 determine	 the	
effect	(strengthen	 or	 weaken)	 given	 by	 the	 independent	 variable	 on	 the	 dependent	 variable.	 The	
moderating	variable	 in	 this	 study	 is	 the	 role	 of	 corporate	 governance,	 with	 the	 control	 variable	
explained	 as	 a	 variable	 that	 is	 made	 constant	 by	 the	 researcher	 to	 minimize	 what	 can	 affect	 the	
dependent	variable.	This	study	contains	control	variables,	namely	firm	leverage	and	asset	tangibility.	
The	following	measurements	of	each	variable	are	attached	in	table	1.	

Research	Analysis Method 

This	study	will	apply	panel	data	regression	through	eviews	12.	Panel	data	regression	having	3	
methods	consisting	of	common	effect,	fixed	effect,	and	random	effect.	

Model	Specification	Test	

Chow	Test	
Table 2. Chow	test	results	

	

Chow	Test	
	

Effects	Test	 Model	 Prob.	 Hypothesis	 Conclusion	
	

Cross-	Section	Chi-	
Square	

Model	1	(Financial	Distress)	 0.000	 Ha	Accepted	 Fixed	Effects	Model	
	

Based on	table	2	the	results	show	that	Prob.	Cross-Section	Chi-Square	model	1	is	0.0002	<0.05,	
which	means	Ha	is	accepted.	In	conclusion,	the	best	model	to	be	selected	in	the	study	is	the	Fixed	Effects	
Model,	so	it	is	necessary	to	test	using	the	following	Hausman	test.	

Hausman	Test	

The	data	results	in	table	3	have	shown	that	Prob.	Cross-Section	Random	model	1	is	0.008	<0.05,	
which	means	Ha	is	Accepted.	So,	the	conclusion	is	proven	that	the	Fixed	Effects	Model	is	the	best	model	
to	choose.	In	addition,	researchers	use	multiple	linear	regression	tests	to	identify	the	effect	that	the	
dependent	variable	has	on	the	independent	variable,	so	it	requires	a	coefficient	of	determination	test	
and	an	F	test,	the	following	explanation.	

Table 3. Hausman	Test	Results	
	

Hausman	Test	
Effects	Test	 Model	 Prob.	 Hypothesis	 Conclusion	

Cross-Section	Random	 Model	1	(Financial	Distress)	 0.008	 Ha	Accepted	 Fixed	Effects	Model	
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Determination	Coefficient	Test	

Table 4. Test	Results	of	the	Coefficient	of	Determination	
	

Coefficient	of	Determination	
Testing	 Model	 Value	  

Adjusted	R-Squared	 Model	 1	(Financial	Distress)	  0.984	

Based	on	the	results	in	table	4	of	the	test,	that	Adjusted	R-Squared	model	1	is	worth	0.9837	with	
a	percentage	of	98.37%,	which	indicates	that	all	independent	variables	can	be	an	explanation	of	98.37%	
of	the	dependent	variable,	with	the	remaining	1.63%	being	explained	through	other	variables	that	are	
not	included	in	the	model. 
Simultaneous	Test	

Table 5. Simultaneous	Test	Results	
	

Simultant	Test	(F-Test)	
Effects	Test	 Model	 Prob.	 Hypothesis	 Conclusion	

Prob.	(F-Statistic)	 Model	1	(Financial	Distress)	 0.0000	 Ha	Accepted	 Significant	Effect	

Based	on	the	test	results	in	table	5,	it	appears	that	the	Prob	(F-Statistic) of model	1	is	0.000	<0.05,	
which	means	Ha	is	accepted.	So	the	conclusion	is	that	all	independent	variables	can	simultaneously	
affect	the	dependent	variable	significantly,	meaning	that	the	regression	model	is	feasible.	

In	order	to	identify	the	financial	condition	of	manufacturing	companies	that	are	approaching	
financial	distress,	it	can	be	done	by	using	the	altman	z-score	method.	In	general,	companies	that	have	a	
score	above	2.99	are	considered	to	be	included	as	a	safe	zone,	while	companies	with	a	Z-score	in	the	
range	of	1.81	<	Z	<	2.99	are	considered	to	be	included	in	the	"gray	zone"	which	means	this	time	they	
have	no	problems	in	terms	of	finance	but	may	face	financial	difficulties	soon.	Conversely,	a	Z-score	of	
less	than	1.81	is	a	"danger	zone".	The	following	linear	equation	of	Altman	Z	-	score	is	used:	

Z_Score =	0.717X1 +	0.847X2 +	3.107X3+	0.42X4 +	0.998X5 

Where	X1 :	net	working	capital	/	total	assets;	X2 :	retained	earnings	/	total	assets;	X3 :	EBIT	/	total	assets;	X4:	market	
value	of	equity	/	book	value	of	debt	;	X5:	sales	revenue	/	total	assets	

Multiple Linear Regression Analysis 

As	in	the	conceptual	framework	that	has	been	made	in	order	to	analyze	the	research,	"The	Effect	
of	 Cash	 Flow	 on	 Financial	 Distress	 and	 Corporate	 Social	 Responsibility	 moderated	 by	 the	 role	 of	
Corporate	Governance",	the	equation	model	below	is	formed:	

	
Z_scoreit =	α+β Z_score	+β1it-12 CSR	ratio	+βit3 CG	Index	+βit4 CF	+β LVRG+β TANGit5it6 it7 +βCSR	

ratioit *	CG	Indexit +	εit 

Where:	Z	scoreit=	Financial	Distress;	(Z_score)it-1=	Financial	Distress	of	the	previous	period;	CSR	Ratio=	Corporate	
Social	Responsibility	Expenditure;	CG	index=	Corporate	Governance;	CF=	Cash	Flow;	Lvg=	Firm	Leverage;	Tang=	
Asset	Tangibility;	α=	constant;	ε=	error.	

	
4. Results	

	
Descriptive	Statistics	

Table 6. Descriptive	Statistics	
Variables	 Mean	 Median	 Maximum	 Minimum	 Std.	Dev.	

Financial	Distress	 1.240	 1.118	 3.545	 -0.251	 0.634	
Financial	Distress	t-1 1.332	 1.253	 3.920	 -0.039	 0.722	
Corporate	Social	Responsibility	 0.783	 0.061	 32.368	 -2.980	 3.965	
Corporate	Governance	 34.488	 28.639	 97.600	 11.669	 14.634	
Cash	Flow	 0.068	 0.061	 0.337	 -0.173	 0.090	
Firm	Leverage	 29.123	 28.951	 32.820	 25.689	 1.793	
Asset	Tangibility	 0.464	 0.462	 1.308	 0.063	 0.245	
Corporate	Social	Responsibility	Moderating	 45.157	 1.917	 2,395.223	 -69.699	 268.414	

The	descriptive	statistics	are	explained	as	a	way	or	step	in	showing	or	describing	data	in	the	form	
of	maximum,	minimum,	 average	 and	 standard	deviation	 values	 for	 each	 variable	 contained	 in	 the	
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study.	As	for	some	of	the	variables	in	question,	including	Financial	Distress	which	is	the	dependent	
variable,	with	its	independent	variables	consisting	of	CSR,	Corporate	Governance,	Cash	Flow,	2	Control	
Variables	namely	Leverage	and	Tangibility	and	1	Moderation	Variable	namely	Corporate	Governance.	

From	the	data	 in	 the	 table	6	shows	the	results	of	 the	maximum,	minimum,	median,	mean	or	
average	value	and	standard	deviation.	Financial	Distress	obtained	a	mean	or	average	value	of	1.240,	
along	with	a	median	value	of	1.118.	Meanwhile,	 the	maximum	value	 is	3.545	which	 is	 the	financial	
distress	value.	The	minimum	value	is	-0.251	which	is	the	financial	distress	value.	The	standard	deviation	
of	financial	distress	is	0.634,	or	less	than	the	acquisition	of	the	average	value	(mean)	shows	the	results	
of	a	small	variable	data	distribution	or	no	data	gap.	Financial	Distress	t-1 gets	a	mean	or	average	value	
of	1.332	along	with	a	median	of	1.253.	Meanwhile,	the	maximum	value	is	3.920	which	is	the	value	of	
financial	 distress	 t-1.	 The	minimum	value	 is	 -0.034	which	 is	 the	 financial	 distress	 value	 of	t-1.	 The	
standard	deviation	of	financial	distress	t-1 is	0.722	or	still	below	the	mean	or	average	value,	showing	the	
results	 of	 a	 small	 variable	 data	 distribution	 or	 no	 data	 gap.	 Corporate	 Social	 Responsibility	 (CSR)	
obtained	a	mean	or	average	value	of	0.783	along	with	a	median	of	0.061.	Meanwhile,	the	maximum	
value	 is	 32.368	which	 is	 the	 CSR	 value.	 As	 for	 the	minimum	value	 is	 -2.980	which	 is	 the	 value	 of	
corporate	social	responsibility.	The	standard	deviation	of	corporate	social	responsibility	is	3.965	greater	
than	the	average	value	(mean)	showing	the	results	of	a	large	variable	data	distribution	or	there	is	a	data	
gap.	 Corporate	Governance	 (CG)	 has	 an	 average	 (mean)	 value	 of	 34.488	with	 a	median	of	 28.639.	
Meanwhile,	the	maximum	value	is	97.600	which	is	the	corporate	governance	value.	As	for	the	minimum	
value	is	11.669	which	is	the	corporate	governance	value.	Then	the	standard	deviation	of	corporate	
governance	 is	14.635	or	still	below	the	mean	or	average	value,	which	shows	 the	results	of	a	small	
variable	data	distribution	or	no	data	gap.	Cash	Flow	gets	a	mean	or	average	value	of	0.069	along	with	
a	median	of	0.061.	Meanwhile,	the	maximum	value	is	0.337	which	is	the	cash	flow	value.	The	minimum	
value	is	-0.173	which	is	the	cash	flow	value.	Then	the	standard	deviation	of	cash	flow	is	0.089652,	or	it	
can	exceed	the	mean	or	average	value,	showing	the	results	of	a	large	variable	data	distribution	or	there	
is	a	data	gap.	Firm	Leverage	gets	a	mean	or	average	value	of	29.123	along	with	a	median	of	28.951.	
Meanwhile,	the	maximum	value	is	32.820which	is	the	firm	leverage	value.	The	minimum	value	is	25.690	
which	 is	 the	 firm	leverage	value.	The	standard	deviation	of	 firm	leverage	 is	1.793	smaller	 than	the	
average	value	(mean)	showing	the	results	of	a	small	variable	data	distribution	or	no	data	gaps.	Asset	
Tangibility	 gets	 a	 mean	 or	 average	 value	 of	 0.464	 along	 with	 a	 median	 of	 0.462.	 Meanwhile,	 the	
maximum	value	is	1.308	which	is	the	value	of	the	asset	tangibility.	The	minimum	is	0.063	which	is	the	
value	of	the	asset	tangibility.	The	standard	deviation	of	asset	tangibility	is	0.245	or	still	below	the	mean	
or	average	value,	showing	the	results	of	a	small	variable	data	distribution	or	no	data	gap.	Corporate	
Social	Responsibility	(CSR)	Moderating	obtained	a	mean	or	average	value	of	45.157	along	with	a	median	
of	 1.917.	 Meanwhile,	 the	 maximum	 value	 is	 2,395.223	 which	 is	 the	 value	 of	 corporate	 social	
responsibility.	The	minimum	value	is	-69.699	which	is	the	moderating	corporate	social	responsibility.	
The	standard	deviation	of	corporate	social	responsibility	moderating	is	268.414	or	still	exceeds	the	mean	
or	average	value	and	shows	the	results	of	a	large	variable	data	distribution	or	data	gap.	

Data	 Analysis	

Hypothesis	Test	(t	Test)	

This	 test	 is	 intended	 to	 identify	 how	 much	 influence	 the	 independent	 variable	 has	 as	 an	
illuminator	or	explainer	on	the	dependent	variable.	This	test	will	be	based	on	the	probability	value	of	
the	analysis	results	with	eviews	12.	When	the	probability	value	>	0.05	is	obtained,	it	means	that	t	count	
<	t	table,	and	H0 is	accepted.	

Table 7. Results	of	t-test	Analysis	
	

Fixed	Effects	Model	Dependent	Variable:	Financial	Distress	
Variables	 Coefficient	 Prob.	 Hypothesis	 Conclusion	

C	 6.254	 0.000	  
Financial	Distress	t-1 0.590	 0.000	 Ha	Accepted	 Significant	
Corporate	Social	Responsibility	 0.004	 0.182	 Ha	Rejected	 Not	Significant	
Corporate	Governance	 0.003	 0.004	 Ha	Accepted	 Significant	
Cash	Flow	 -0.224	 0.041	 Ha	Accepted	 Significant	
Firm	Leverage	 -0.201	 0.002	 Ha	Accepted	 Significant	
Asset	Tangibility	 -0.125	 0.226	 Ha	Rejected	 Not	Significant	
Corporate	Social	Responsibility	Moderating	 -0.001	 0.001	 Ha	Accepted	 Moderating	
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From	the	data	in	the	table	7	shows	the	results	financial	distress	t-1 obtained	a	probability	worth	
0.000	 <0.05,	 indicating	 that	 financial	 distress	 t-1 has	 a	 significant	 effect	 on	 financial	 distress.	 The	
following	coefficient	obtained	is	worth	0.590.	Thus,	the	conclusion	is	that	there	is	a	significant	positive	
effect	 of	 financial	distress	 t-1 on	 financial	 distress.	 Corporate	 social	 responsibility	obtained	a	probability	
of	0.182>	0.05,	indicating	that	corporate	social	responsibility	has	no	effect	on	financial	distress.	Thus,	
the	conclusion	is	that	there	is	no	influence	given	by	corporate	social	responsibility	on	financial	distress.	
Corporate	governance	has	a	probability	of	0.004	<0.05,	 indicating	that	corporate	governance	has	a	
significant	effect	on	financial	distress.	The	following	coefficient	amount	is	0.003.	Thus,	the	conclusion	is	
that	there	is	a	positive	and	significant	effect	of	corporate	governance	on	financial	distress.	Cash	flow	
has	a	probability	of	0.041	<0.05,	indicating	that	cash	flow	has	a	significant	effect	on	financial	distress.	
The	following	coefficient	amount	is	-0.224.	Thus,	the	conclusion	is	that	there	is	a	significant	negative	
effect	of	cash	flow	on	financial	distress.	Firm	leverage	has	a	probability	of	0.002	<0.05,	indicating	that	
firm	leverage	has	a	significant	effect	on	financial	distress.	The	following	coefficient	amount	is	-0.201.	
Thus,	the	conclusion	is	that	there	is	a	significant	negative	effect	of	firm	leverage	on	financial	distress.	
Asset	 tangibility	 gets	 a	 probability	 of	 0.226>	 0.05,	 indicating	 that	 asset	 tangibility	 does	 not	 affect	
financial	distress.	Thus,	the	conclusion	is	that	there	is	no	effect	of	asset	tangibility	on	Financial	Distress.	
Corporate	social	responsibility	moderating	obtained	a	probability	of	0.001<0.05.	Thus,	the	conclusion	is	
that	there	is	moderation	from	corporate	governance	on	the	effect	of	Corporate	social	responsibility	
Moderating	on	financial	distress.	

Multiple	Linear	Regression	Analysis	

The	results	of	processing	with	multiple	linear	regression	statistics	produce	the	following	
regression	model	equation	provisions:	

Z_scoreit	=	α +	β Z_score	+	β1it-12	CSR	ratio	+	βit3	CG	Indexit	+	β4	CFit	+β LVRG	+	β TANG5it	6	it7	
+	βCSR	ratioit	*	CG	Indexit	+	εit	

Z_scoreit	=	6.254181	+	0.590042Z_scoreit-1	+0.004303CSR	ratioit	+	0.003411CG	Indexit	-	0.224324CFit	-	
0.200559LVRGit	-	0.125191TANGit	-	0.000147CSR	ratioit	*	CG	Indexit	

	
5. Discussion	

	
Influence	of	Financial	Distresst-1 on	Financial	Distress	

Based	on	 the	results	of	his	 research,	 it	 is	known	that	 the	 financial	distress	variable	is	 significant,	
so	this	variable	has	a	positive	effect	on	financial	distress	significantly.	In	line	with	the	results	of	research	
by	Nurulita	 et	 al.,	 (2022)	and	Yazdanfar	&	Öhman,	 (2020)	 that	 in	 companies	with	 lagged	 financial	
distress	in	the	previous	year,	 it	can	be	a	signal	of	 financial	distress	in	the	company.	This	will	affect	
the	company's	financial	condition	the	following	year.	Therefore,	management	must	pay	attention	to	
the	 company's	 finances	 so	 that	 financial	 conditions	 improve	 quickly,	 to	 avoid	 prolonged	 financial	
irregularities.	

Corporate	Social	Responsibility	on	Financial	Distress	

Based	on	the	results	of	his	research,	it	is	known	that	the	corporate	social	responsibility	variable	
is	not	significant.	This	means	that	the	corporate	social	responsibility	variable	does	not	affect	financial	
distress.	In	line	with	research	from	Yanti	&	Purwanto,	(2023)	it	means	that	these	results	are	companies	
that	 have	 higher	 programs	 in	 corporate	 social	 responsibility	 activities	 cannot	 affect	 companies	
experiencing	financial	distress.	In	addition,	companies	that	are	experiencing	losses	show	that	they	are	
in	the	stage	of	financial	pressure,	so	companies	are	more	focused	on	improving	their	financial	position	
and	improving	performance	(Utami	et	al.,	2021).	If	the	company	continues	to	carry	out	corporate	social	
responsibility	programs	while	under	financial	pressure,	 it	will	not	result	 in	financial	distress	in	the	
company.	The	results	are	not	in	line	with	Nugrahanti	,	(2021)	whose	research	has	concluded	that	there	
is	 a	 positive	 effect	 of	 corporate	 social	 responsibility	 on	 financial	 distress	 significantly,	which	 then	
indicates	that	the	disclosure	of	corporate	social	responsibility	from	more	and	more	companies	can	result	
in	a	higher	risk	of	financial	distress	that	the	company	will	experience.	

Corporate	Governance	on	Financial	Distress	

Based	 on	 the	 results	 of	 his	 research,	 it	 is	 known	 that	 the	 corporate	 governance	 variable	 is	
significant,	so	that	the	corporate	governance	variable	has	a	positive	effect	on	financial	distress	
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significantly.	The	results	are	in	line	with	research	Yuliani	&	Rahmatiasari,	(2021)	and	Farooq	et	al.,	
(2023).	Then,	these	results	mean	that	corporate	governance	affects	financial	distress.	This	study	shows	
that	financial	distress	is	positively	influenced	by	corporate	governance,	among	others,	due	to	external	
factors,	management	decisions,	and	company-specific	conditions	 that	can	affect	 the	company's	 financial	
condition	independently	of	the	quality	of	corporate	governance	implemented.	In	addition,	companies	
are	able	to	create	goals	and	supervision	that	can	improve	performance	and	optimally.	With	an	effective	
and	well-	controlled	governance	mechanism	minimizes	the	occurrence	of	financial	distress.	

Cash	Flow	on	Financial	Distress	

Based	on	the	results	of	his	research,	it	is	known	that	cash	flow	is	significant.	But,	indicating	that	
cash	flow	has	a	negative	effect	on	financial	distress	significantly.	In	line	with	research	from	Giarto	&	
Fachrurrozie,	(2020)	and	 Julius	et	al.,	(2017).	Financial	distress	can	be	negatively	affected	by	cash	flow.	
This	cash	 flow	 is	calculated	 from	operating	cash	 flow	as	a	determinant	of	whether	or	not	 financial	
distress	occurs	 in	 a	 company.	Based	on	 signaling	 theory,	 it	 is	 revealed	 that	 the	higher	 the	 level	 of	
operating	cash	flow	will	illustrate	that	the	company	is	able	to	meet	the	needs	of	internal	cash	so	that	it	
does	not	make	loans	externally	and	is	able	to	maintain	the	company's	operational	capabilities,	thereby	
increasing	 the	 company's	 value	 and	 reducing	 the	 risk	 of	 the	 company	 being	 exposed	 to	 financial	
distress.	If	the	operating	cash	flow	owned	by	the	company	is	low	and	cannot	use	cash	from	internal	
indicates	poor	company	performance,	 thus	giving	a	negative	 signal	 to	 investors	and	creditors.	The	
higher	the	operating	cash	flow,	the	less	likely	the	company	will	experience	financial	distress.	If	the	lower	
the	 level	 of	 operating	 cash	 flow	 of	 a	 company,	 it	means	 that	 it	will	 increase	 the	 possibility	 of	 the	
company	getting	into	financial	distress.	This	means	that	companies	that	generate	cash	positively	are	
able	to	fulfill	obligations	on	debt	and	guarantee	company	operations,	and	of	course	can	avoid	financial	
distress.	 Meanwhile,	 according	 to	 research	 (Nasution,	 2019),	 and	 (Pandapotan	 &	 Puspitasari,	
2022b)revealed	a	positive	effect	of	cash	flow	on	financial	distress	significantly.	

Firm	Leverage	on	Financial	Distress	

Based	on	the	results	of	his	research,	it	is	known	that	firm	leverage	is	significant.	But,	indicating	
that	firm	leverage	negatively	and	significantly	affects	financial	distress.	This	finding	means	that	when	
the	 higher	 the	 funding	 carried	 out	 by	 the	 company	with	 debt,	 it	 can	 reduce	 the	 possibility	 of	 the	
company	being	in	financial	distress.	As	for	companies	that	use	debt	in	their	operations,	it	can	increase	
the	risk	of	financial	distress,	because	it	will	be	enough	to	affect	the	company's	ability	to	continue	to	
decline,	due	to	debt	and	interest	payments	by	the	company.	If	the	company	can	manage	debt	to	carry	
out	its	operational	activities	as	well	as	possible,	it	can	improve	the	company's	performance	so	as	to	
generate	profits	by	the	company.	thus,	the	company	has	a	smaller	risk	of	experiencing	financial	distress.	
However,	this	result	is	not	in	line	with	the	results	of	research	from	(Rizky	Kartika	&	Hasanudin,	2019),	
that	there	is	a	positive	influence	given	by	leverage	on	financial	distress	significantly.	

Asset	Tangibility	on	Financial	Distress	

Based	on	the	results	of	his	research,	it	is	known	that	asset	tangibility	is	not	significant,	so	asset	
tangibility	 does	 not	 affect	 Financial	 Distress.	 in	 fixed	 assets	 incurs	 depreciation	 costs	 that	 reduce	
company	 profits	 and	 are	 less	 of	 a	 benchmark	 related	 to	 financial	 distress.	 When	 the	 company	
experiences	declining	profits	and	is	able	to	pay	its	obligations	with	internal	funding.	The	results	of	asset	
tangibility	research	are	not	in	line	with	the	results	of	research	(Ikpesu	&	Eboiyehi,	2018),	that	there	is	a	
positive	influence	of	asset	tangibility	on	financial	distress	with	significant,	because	asset	tangibility	can	
be	used	as	collateral	by	companies	so	as	to	minimize	the	risk	of	financial	distress.	

Corporate	Governance	Moderates	the	Effect	of	Corporate	Social	responsibility	on	Financial	Distress	

Based	on	the	results	of	his	research,	it	is	known	that	moderating	corporate	social	responsibility	
is	 significant,	 then	 corporate	 governance	 can	 moderate	 the	 influence	 exerted	 by	 corporate	 social	
responsibility	on	Financial	Distress.	The	results	are	in	line	with	researchers	Farooq	et	al.,	(2023)	,which	
indicate	 that	 if	 the	 higher	 the	 level	 of	 corporate	 governance	 owned	 by	 a	 company,	 it	will	 cause	 a	
negative	relationship	between	CSR	and	financial	distress.	Therefore,	strong	corporate	governance	can	
keep	company	management	from	over-	investing	in	corporate	social	responsibility	for	personal	gain,	
thus	negatively	affecting	financial	distress.	
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6. Conclusion,	Limitations,	and	Suggestions	
	
Conclusion	

This	study	analyzes	and	examines	the	effect	that	cash	flow	has	on	financial	distress	and	corporate	
social	responsibility	through	moderation	by	the	role	of	corporate	governance.	Financial	Distresst-1 has	
a	positive	and	significant	effect	on	financial	distress.	Corporate	Social	Responsibility	has	no	effect	on	
financial	distress	Corporate	Governance	has	a	positive	and	significant	effect	on	financial	distress.	Cash	
flow	has	a	negative	and	significant	effect	on	financial	distress.	Leverage	has	a	negative	and	significant	
effect	on	financial	distress.	Asset	tangibility	has	no	effect	on	financial	distress.	Corporate	Governance	
moderates	the	effect	of	Corporate	Social	Responsibility	on	financial	distress.	

Limitation	and	suggestion.	

The	research	that	has	been	carried	out	still	has	limitations.	Limitations	on	the	use	of	variables	that	
only	 determine	 the	 independent	 variables,	 which	 consist	 of	 financial	 distresst-1,	 Corporate	 Social	
Responsibility,	Cash	Flow,	and	Corporate	Governance	with	one	dependent	variable,	namely	financial	
distress	and	2	control	variables,	namely	firm	leverage	and	asset	tangibility	and	moderating	variables,	
namely	corporate	governance,	moderating	the	influence	given	by	Corporate	Social	Responsibility	on	
financial	distress.	The	object	of	research	only	focuses	on	manufacturing	companies	listed	on	the	IDX,	so	
it	cannot	provide	an	overview	other	than	manufacturing	companies.	This	research	applies	a	fairly	short	
period	of	years,	which	is	only	for	3	years,	between	2019	and	2021.	

On	 the	 basis	 of	 the	 results	 of	 the	 following	 research	 discussion	 and	 also	 the	 limitations	 that	
researchers	have	put	forward,	so	the	suggestions	that	will	be	submitted	to	further	research	are	1).	Can	
add	variables	that	can	also	affect	financial	distress;	2).	It	is	expected	to	be	able	to	expand	the	scope	of	
the	object	of	research,	so	that	it	does	not	only	focus	on	manufacturing	companies;	3).	Adding	a	research	
period	to	get	more	accurate	research	results,	thus	proving	that	the	analyzed	variables	are	able	to	detect	
the	condition	of	companies	experiencing	financial	distress.	
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