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Abstract: The focus of this study is to examine how financial distress is impacted by liquidity, 
profitability, cash flow, and sales growth in companies that are listed on the IDX and are 
impacted by the boycott of Israel. This type of research is quantitive research this study utilizes 
secondary panel data obtained from the financial statements (balance sheets and income 
statements) of Indonesian Stock Exchange (IDX)-listed companies impacted by the Israeli 
boycott issue during the period first quarter of 2023 to the third quarter of 2024. Purposive 
sampling was used for the sample process, and a logistic regression model was processed using 
SPSS. The findings demonstrated that financial distress is significantly impacted by 
profitability and liquidity. However, financial distress is not much impacted by cash flow or 
sales growth. 
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INTRODUCTION 
Introduction 

The Boycott, Divestment, and Sanction (BDS) movement against Israel is a form of action 
that began in 2025 to protest the Israeli population in Palestine by boycotting Israeli products 
and businesses. This action continues to grow every year with various tactics and strategies. 
Until 2024, precisely in October, the conflict between Palestine and Israel re-occurred again 
and heated up. The BDS movement was again rife in several countries as a form of solidarity 
with the Palestinian people, including in Indonesia. In November 2024, Majelis Ulama 
Indonesia (MUI) has issued a formal Fatwa MUI, number 83 of 2024, which examines the legal 
aspects of supporting the Palestinian Fighters. The fatwa states that support for Palestine is 
obligatory, and. 
 
Research purposes 

The journal articles submitted will be subject to a review process in the first stage of 
selection which includes the article format and the Turnitin test results before proceeding to the 
next stage. 

The plagiarism process uses the plagiarism tool, Turnitin. Turnitin yield limit on an article 
is 30% where for each source the maximum percentage of similarity is 4%. If the article exceeds 
this limit, the author will be asked to revise the article until it meets the Turnitin limit. AAMAR 
manager will contact you via e-mail aamar@polines.ac.id. Please check your inbox and spam 
folders so you don't miss the next step. Journal articles that are not suitable will be rejected by 
the AAMAR Manager and please re-submit the revised article by resubmitting it in OJS. 
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LITERATURE REVIEW 
Signaling Theory 
 
 Signal theory describes how companies convey specific information to external parties. 
According to Antoniawati & Purwohandoko (2022), this theory helps explain a company's 
financial condition and future prospects, particularly in financial distress situations. Financial 
statements of distressed companies reveal losses or declines, allowing managers to take 
preventive measures before liquidation and enabling external parties to assess the sustainability 
of their collaboration (Sumani, 2020). In this study, signal theory is reflected through 
profitability, liquidity, cash flow, and sales growth. Higher values in these financial ratios 
indicate a lower likelihood of financial distress, serving as a positive signal for stakeholders. 
 
Financial Distress 

Financial distress refers to a company's financial difficulties, which can be an early stage 
of bankruptcy. Gunawan et al. (2020), state that a company is considered to be in financial 
distress when its operating income is insufficient to cover its debts. 

Rahmawati & Khoiruddin (2017), highlight several benefits of understanding a 
company’s financial condition:  

1. It serves as an early warning signal for potential bankruptcy.  
2. It enables management to take preventive measures before bankruptcy occurs.  
3. It allows management to improve company operations and enhance the firm's ability to 

meet its financial obligations. 
 
RESEARCH METHODOLOGY 

This type of research is quantitive research that emphasizes numbers so that the 
information obtained from the company will be measured using a certain formulation Sugiyono 
(2019). This study's main goal is to determine how independent factors like cash flow, sales 
growth, profitability (return on total assets), and liquidity (current asset) relate to the dependent 
variable, which is financial distress. This study utilizes secondary panel data obtained from the 
financial statements (balance sheets and income statements) of Indonesian Stock Exchange 
(IDX)-listed companies impacted by the Israeli boycott issue during the period first quarter of 
2023 to the third quarter of 2024. 

This study’s population is companies that produce or distribute products affiliated with 
Israel according to https://bdsmovement.net/ . To expand the sample and also to allow analysis 
of financial distress conditions, the research period was taken from the first quarter of 2023 to 
the third quarter of 2024. The sample to be taken uses the purposive sampling method, with the 
following criteria:  

1. Companies that manufacture or sell products associated with Israel based on 
https://bdsmovement.net/ . 

2. Companies that manufacture or sell products associated with Israel are listed on the 
Indonesia Stock Exchange (IDX)  

3. Companies that produce or distribute products affiliated with Israel are listed on the 
IDX and publish quarterly financial reports consecutively for the period 2023-2024. 
 

According to the sample requirements, a total of 49 research samples were collected from 
7 companies between the first quarter of 2023 and the third quarter of 2024. This study uses 
Financial Distress, as measured by the Springate method, as the dependent variable. When 
companies experiencing financial distress are coded Y=0 and companies that are not 
experiencing financial distress are coded Y=1. Logistic regression analysis was chosen because 
the dependent variable in this study is dichotomous. The equation is as follows: 
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𝐿𝑛	 $
𝑝

1 − 𝑝( 	= 	𝛽0	 + 	𝛽1𝑥1	 + 	𝛽2𝑥2	 + 	𝛽3𝑥3	 + 	𝛽4𝑥4	 + 	𝑒	 

Description: 𝛽0 = Constanta, 𝑋1	𝑡𝑜	𝑋4 = regression Coefficient, 𝛽1 = Liquidity, 𝛽2 
= Profitability, 𝛽3 = Cash Flow, 𝛽4 = Sales growth. 

 
RESULTS AND ANALYSIS 

In this section, the results of the research are explained and at the same time a 
comprehensive discussion is given. Results can be presented in the form of images, graphs, 
tables and others that make it easy for readers to understand. The discussion can be carried out 
in several sub-chapters. 
 
Part 1 
Descriptive Test 
Descriptive statistics are used to provide a descriptive picture of data. In this study, the results 
of descriptive statistics present values such as range, minimum, maximum, mean, and others. 

Table 1.  
Result of Descriptive Test Analysis 

 

 
 Source: Processed Data,2025 
 
Table 1 shows that the average data in the study varies and shows a high deviation value 
which indicates a higher level of data deviation from the arithmetic mean. This means that the 
data owned is relatively heterogeneous.  

Overall Model Fit 

Table 2.  

Overall Model Test Results 

Keterangan -2Log Likelihood 
-2Log Likelihood Awal 65,438 
-2Log Likelihood Akhir 18,902 
Penurunan -2LL 46,536 

        Source: Processed Data, 2025 

There is a decrease that occurs, namely in the first -2LL value of 65,438 to the second -
2LL value of 18,902. The decrease that occurs in the -2LL value indicates that the regression 
model is good. In order for the proposed model to fit the data, the smaller the -2LL value, the 
better the model can describe the relation between the independent and dependent variables. 
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Classification Table Test 
 

Table 3.  
Classification Table Test 

 
Source: Processed Data, 2025 
 

Out of 34 enterprises, 30 are expected to experience financial distress, indicating that 
the regression model has an 88.2% predictive potential to identify companies in financial 
distress. The accuracy of the prediction model in identifying companies that are not 
experiencing financial distress is 73.3% with the result that there are 4 companies that are 
predicted to experience financial distress from a total of 15 companies. Meanwhile, the overall 
accuracy of the analysis classification reached 83,7%. 

Logistic Regression Hypothesis Test 

Table 4. 

 Logistic Regression Hypothesis Test 

 
   Source: Processed Data, 2025 

The liquidity variable's hypothesis test findings indicate a significant value of 0,0194 < 
0,05.  This may argue that liquidity has an impact on financial distress. The result of hypothesis 
testing on the profitability variable shows a significant value of 0,0100 < 0,05. It can be said 
that profitability affects financial distress. The result of hypothesis testing on the cash flow 
variable shows a significant value of 0,4116 > 0,05. It can be said that financial suffering is 
unaffected by cash flow. The sales growth variable's hypothesis test findings indicate a 
significant value of 0,1256 > 0,05. It can be said that financial difficulty is unaffected by sales 
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growth. Referring to the logistic equation that has been explained, the following is the 
interpretation of each variable: 

𝑳𝒏	 $
𝒑

𝟏 − 𝒑( 	= 	−𝟗, 𝟎𝟗𝟎 + 𝟑, 𝟓𝟒𝟗𝑿𝟏 + 	𝟔𝟔, 𝟑𝟎𝟏𝑿𝟐 + 𝟎, 𝟎𝟕𝟓𝑿𝟑 − 	𝟑, 𝟒𝟑𝟓𝑿𝟒 + 𝒆 

Determination Coeffitient 

Table 5. 

 Determination Coefficient 

 
        Source: Processed Data, 2025 

The value of Nagelkerke R Square is 0,832, which means that the ability of liquidity, 
profitability, cash flow, and sales growth has an effect of 83,2% on financial distress. 
Meanwhile, 16,8% is influenced by other variables. 

 
The impact of liquidity on financial distress 

The result of the testing and data analysis that has been carried out, the liquidity variable 
has a significance level of 0,019 < 0,05. From these results, it can be explained that liquidity 
has a positive and significant influence on financial distress conditions. For companies affected 
by the boycott issue, having a high liquidity value can be an indicator of the pile of current 
assets owned by the company due to declining sales and failure to collect resources 
productively. This leads to high liquidity having a positive effect on financial distress. The 
results of this study are in line with research conducted by Fia Afriyani & Nurhayati (2023) and 
Rahmayanti et al. (n.d.). 
 
The impact of profitability on financial distress 

The significance level for profitability is 0.010 < 0.05. From these results it is clear that 
the financial distress situation is positively and significantly influenced by profitability. In this 
case, companies with high profitability are most likely obtained from the sale of assets to 
generate profits not from the company’s main operations, this if done continuously will make 
the company vulnerable to financial distress. Companies that expand their business by using 
large debts to increase company profitability are also the reason why high profitability values 
cause financial distress. The results of this study are in line with research conducted by Suot et 
al. (2020), Carolina et al. (2017), and Erwan et al. (2023). 

 
The impact of sales growth on financial distress 

 Sales growth has a significance level of 0,153 > 0,05. From these results, it can be 
explained that sales growth does not affect financial distress conditions. If the boycott carried 
out by the community is temporary, the company may experience sales growth again after the 
boycott issues subsidies. In this case, sales growth has a major impact on financial distress, 
because even though sales increase, this growth may not be effective in helping the company 
avoid financial distress conditions. Increased sales growth does not provide long-term income 
stability, because boycotts create uncertainty so that even though there is sales growth, the 
company will still be at risk of financial distress. The results of the study showing that sales 
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growth does not have a significant effect on financial distress were also stated by Pane et al. 
(2023) , Sumani (2020), and Simanjuntak et al. (2017). 

The impact of cash flow on financial distress 

 The significance level for the cash flow variable is 0.412> 0.05. Based on these results, 
it can be concluded that cash flow has a negative and insignificant effect on financial distress. 
There is a significant element in the crisis condition of the boycott issue caused by external 
factors such as market pressure, so that even though the company's cash flow has a cash ratio 
below 1, it has no impact on the company's financial distress. Therefore, the company may still 
pay its current debts, and the amount of cash it generates has little bearing on whether it will 
experience financial distress or not. The results of this study are in line with research conducted 
by Sudaryanti & Dinar (2019) and Gunawan et al. (2020). 

 

 
CONCLUSION 
The results of the study show that: 

1. Liquidity has a large and favorable effect on financial distress. This is because the 
company's current assets are increasing as a result of lower sales and ineffective 
resource allocation. 

2. Profitability shows how financial distress is affected by profitability. Businesses with 
high profitability may be made by selling assets to make money rather than through 
their core business; if this is done consistently, the business may be at risk of financial 
distress. 

3. Sales growth shows the results that sales growth does not affect financial distress. This 
is because if the boycott carried out by the community is only temporary, then the 
company may experience sales growth again after the boycott issue subsides 

Cash flow the results that financial distress is not affected by cash flow. There are other 
important factors in the crisis conditions of the boycott issue caused by external factors such as 
market pressure, so even though the company’s cash flow is at a ratio below one, it cannot 
decide whether the company is in the category of being in financial distress. 
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