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Abstract. Indonesian economic had been slowly recovered, but some firms in the Property, Real Estate, and Building Construction Industry were in financial distress. The Signal of potential corporate failure is evident months before the actual bankruptcy occurs. Prediction of financial distress, as an early warning signal, has been studied for 42 years but still there has no exact theoretical background be found.

The Empirical analysis of financial distress developed in this research are  to determine the effect of corporate finance, and risk management; both and individually, on financial distress among the publicly-traded, property, real estate, and building construction firms listed in The Indonesian Stock Exchange. 

By using Multiple Discriminant Analysis (MDA), the financial distress indicator (Z-score) estimated based on the Altman variables. Financial distress indicator used as a proxy of the converse of financial distress. The analysis of panel data regression model used to determine the effect of corporate finance, and risk management on financial distress. The size of the firms and the interest rates used as the control variables. 

The research relies on the data of all 34 firms in the property, real estate, and building construction sector listed in The Indonesian Stock Exchange, over the 1997 – 2006 period, and found that the corporate finance, and risk management; both and individually, together with the control variables (size of the firms and interest rates), negatively affected the financial distress. The productivity of the investment mix and the cash hold negatively affected financial distress. While the proportion of using debt in the financing positively affected financial distress. The productivity of investment mix found to be negatively dominant factor affected financial distress. 
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1 Introduction
Monetary crisis in 1997-1998 makes firms in Indonesia were in financial distress, especially for some industries, and were still in financial distress though after economics recovery in the year 2001. Property, real estate, and building construction industry even were still in financial distress after the year 2004. Global crisis caused by sub-prime mortgage than makes firms financial distress. 

The financial decision making goals in corporate finance are to increase shareholders’ value and to keep them from financial distress. The Predicting of financial distress implies taking a model of prediction as an early warning signal to keep investors from being loss, are indicated growing interest among the investors and the academics. It has been more than 70 years, since Ramser & Foster, and Fitzpatrich in 1931-1932, and 44 years, since Beaver (1966) and Altman (1968) using uni-and multivariate approach of the discrimminant analysis, the topic of financial distress has been developed in the corporate finance literature using various prediction models, based on various modeling techniques (Balcean,2004), but still they have not found the theory of financial distress ( Laclere M,2006). They were more statistical consideration then the intuitive models or fundamental causes of financial distress (Ooghe and Prijcker, 2007; Balcean and Ooghe, 2004). Since The Altman’s model widely used among the investors in Indonesia, though it is not an intuitive model, once a firm is predicted having a financial distress next year, it has been treated as it has been financial distress currently (whtaker,1999). The firm then has financial distress that time. In Indonesian case Altman’s model still be a valid model in predicting of firm’s financial distress. 

2. Literature Review

Basically the corporate financial model of principles cause of financial distress are : 1) Neoclassical model: badly allocated resources so; that the investment is not productive. 2) Financial model: wrong financial or capital structure. 3) Corporate governance model: bad corporate governance. (Lizal.L, 2002). According Cowan (2004) the center of corporate governance is risk management. Barton, Shankir, and Walker(2002) found that, firm that is good governed has a good risk management. Firm that does not manage its risks effectively or mismanages, will have a financial distress  The report of Dun & Bradstreet Inc. (2002) mentioned that firms failure were caused 47.30% by financial factors, 37.10% by economics factor, 14.00% by management factors (fraud, neglect etc), the rest 1.60% by other factors.

The interrelations between corporate finance, risk management and financial distress then has to be analized to have a theory of financial distress. Long Chen and Lu Zhang (2007) found that the average returns of a firm affected by the investment mix and according Griffin and Lemmon (2002); Campbell,Hilscher, and Szilagyi (2007) firms that has a lower average return have a bigger risk to have a financial distress than firms have more volatile business or higher market beta. Average return is affected by the result of investment mix decision measured by Investment-to-Assets ( INV as investment factor) and Earnings-to-Assets  ( PROD as Productivity of the investment).

Firms that invest will have a bigger opportunity to grow than they do not invest, but for a new established firm the investment is most depend on the internal funds since a new established firm hard to raise funds from the markets. It has no track record yet. Kaplan and Zingales (1995, 2000) found that firms, though have not difficulties to raise funds from the market, have used internal funds (cash flows from operations) in investing assets to grow. Mills et.al.(1995) found that firms that have higher leverage, invest in asset using internal funds ( Operating Cash flow. They have difficulties in finding external funds.

It is generally approved that financial distress and financial distress cost is a function of capital structure (Bar-Or, 2000). Bar-Or (2000) summarized that CAPM is equal and resulted from summation of all expected direct and or indirect financial distress costs. Bar-Or found also that huge firms have minimum financial distress cost. Hull (2007) summarized that changes in capital structure might change the value of firms, in negative side it could bring financial distress. According to the literatures then there were interrelation between corporate finance, risk management and financial distress. It means that corporate finance results investment decisions which earns operating cash flows that in some terms able to pay the interest and the debts used in the operation, so that it will not be in financial distress. On the contrary if the investment decision in corporate finance does not earn enough operating cash flows to pay the interest and the debt used in financing the investment, then it could have been financial distress. Besides corporate finance decision and result, financial distress is also related to the size of the firm and interest rate.

The hypotheses 1 : Corporate finance, size of the firm, and interest rate affected  financial distress  

The third principle cause of Financial distress is corporate governance model, that is bad corporate governance. (Lizal.L, 2002). According Cowan (2004) the center of corporate governance is risk management. Barton, Shankir, and Walker(2002) found that, firm that is good governed has a good risk management. Risk management according to Brigham dan Ehrhardt (2005) is a decision making process in avoiding and or minimizing the loss that will occur in the firm operations. The objective of risk management is to lower the volatility of cash flows and probability of bankruptcy. Risk management is done in order to improve the firm’s debt capacity, to keep firm doing capital budget, lowering cost of debt, stabilizing earnings, avoiding financial distress,and motivating manager with stable compensation system (Brigham dan Ehrhardt, 2005). Some risk that cause financial loss are endogenous or under management control.. Manager has strong strategy, wrong implementation though the strategy is good. Some risk are exogenous. Imperfect market with information Asymmetry , financial distress cost, agency cost, to hold cash flows, institution shareholders, and investment opportunities, affected financial distress (Casper, 2000; Schnure, 1998.; Whited and Erikson, 2000; and Gomes, 2001; Graham and Rogers, 2002; and Dionne and Triki, 2004). Risk management is done to avoid underinvestment that caused financial distress.

The hypotheses 2 : Risk management, size of the firm, and interest rate affect financial distress.

The hypotheses 3 : Corporate Finance, risk management, size of the firm, and interest rste affect financial distress
2. Methodology

Research method : a survey to test the hypotheses (hypotheses testing). First, predicting financial distress using the Altman Z-score, then analysis the regression dependent variable financial distress using the Altman Z-score with independent variable corporate finance, and risk management. Using secondary data from yearly financial report 34 property, real estate, and building construction companies listed in the Indonesian Stock Exchange from 1997 to 2006, first predicting financial distress the Altman Z-score using Multiple Discriminant Analysis, then regressing the Z-score with the corporate finance and risk management. 

Altman Z-score as financial distress indicator:


FINDS  =  α0 + α1X1 + α2X2 + α 3X3 + α 4X4 + α 5X5 + ε1  ....................(2.1) 

FINDS
=    Financial Distress Indicator (Altman Z-score) 

X1 
=    Working Capital/Total Assets

X2 
=    Retained Earning/Total Assets

X3 
=    Earning Before Interest and Taxes/Total Assets

X4 
=    Market Value Equity/Book Value of Total Liability

X5 
=    Sales/Total Assets

α 0 
=    Constant

α 1 - α 5
=    Independent variable coefficients

ε1
=    Error Term

Regression Model

Phase one: The Model is for hypotheses one testing: The Effect of Size of The Firms, Interest Rates, and Corporate Finance on Financial Distress.

FINDS
=   β 0 + β 1Size + β 2Rate + β 3INV + β 4PROD + β 5CF +



β 6 LEV + ε2   

(2.2)

FINDS 
= 
Financial Distress Indicator ( Altman Z-score)

β0 
= 
Constant

β1 - β 6
=
Regression coefficients (Independent Variable coefficients)

Size 
=
Size of the firms (Control Variable)

Rate 
=
Interest Rate (Control Variable)

INV 
=
Investment mix

PROD
=
Invesment Mix Productivity (Earnings-to-Asset)

CF 
=
Cash Flow

LEV 
=
Capital Structure (Leverage) 

ε2
=
Error Term
Phase two: The Model is for hipoteses 2 testing: The Effect of Size of the Firms, Interest Rates, and Risk Management,on Financial Distress.

FINDS 
=
γ0 + γ 1Size + γ 2Rate + γ 3 IA + γ 4 DCpcty + γ5 MKT/BV + γ6P/E + γ7CH +  γ8 LNCF + γ9 AGCF + γ10 AC + ε3    

   (2.3)

FINDS 
=
Financial Distress Indicator (Altman Z-score)

γ0 
=
Constant

γ1 - γ 10
=
Regression Coefficients ( Independent variable coefficients)

Size 
=
Size of the Firms (Control Variable)

Rate 
=
Tingkat Suku Bunga (Control Variable)

IA 
=
Information Assymetry

DCpcty 
=
Debt Capacity

MKT/BV=
 Market-to-Book Ratio (Investment Opportunities)

P/E
=
Price-Earnings Ratio (Investment Opportunities)

CH 
=
Cash Hold

LNCF
=
Cash Flow Hoarding
AGCF
=
Asset Growth -  to - Cash Flow (Agency Cost )

AC 
=
Property Plant and Equipment (PPE) terhadap Size (Agency Cost )

ε3
=
Error Term

Phase three: The Model is for hypotheses 3 testing: The effect of Size of the Firms, Interest Rates, Corporate Finance, and Risk Management on Financial Distress. 

FINDS  =    δ0 + δ 1Size + δ 2Rate + δ 3INV + δ 4PROD + δ 5CF + δ 6LEV + δ7IA + δ8DCpcty + δ9MKT/BV + δ10P/E + δ11CH +  δ12LNCF + δ13AGCF + 

                         δ14AC + ε4  …………………………………...        .........................................................................       (2.4.)

FINDS
=
Financial Distress Indicator (Altman Z-score)

δ0 
=
Constant

δ1 – δ14
=
Independent variable coefficients

Size 
=
Firms Size (Control variable)

Rate 
=
Interest rate (Control variable)

INV 
=
Investment mix

PROD
=
Investment mix Productivity (Earnings-to-Asset)

CF 
=
Cash flow

LEV 
=
Capital Structure (Leverage) 

IA 
=
Asymmetry Information 

DCpcty 
=
Debt Capacity

MKT/BV=
Market-to-Book Value Ratio (Investment Opportunities)

P/E
= Price-Earnings Ratio (Investment Opportunities)

CH 
=
Cash Hold

LNCF
=
Cash Flow Hoarding

AGCF
=
Asset Growth - to - Cash Flow (Agency Cost )

AC 
=
Property Plant and Equipment (PPE) –to- Size (Agency Cost )

ε4
=
Error Term

After hypotheses (1, 2, and 3) been tested with F-test and t-test, the hypotheses then be tested with F-restricted test to test the effect of Size and Rate (control variables) on Financial Distress for the three models phase 1, 2, and 3. 

Two phases F-Restricted test to test the hypotheses 3 (Model phase 3): 

1. The effect of Control Variables (Size and Rate) and Corporate Finance on Financial Distress, and 

2. The effect of Control Variables (Size and Rate) and Risk Management on Financial Distress.

Since the years 1997-2006 divided into two economic conditions: crisis economic period 1997-2000, and normal economic period 2001-2006, the Model then added dummy variables : DKE is one for dummy variable for crisis economic period, and DKE is zero for dummy variable for normal economic period. The estimate is made for both economic conditions, changes in R-square for both economic conditions mean the effect of the economic conditions period on financial distress. The bigger the difference changes the bigger the effect of economic conditions on financial distress.

3. Financial Distress Model Analysis

Z-score = FINDS = -0.065 + 0.410 X1 + 6.543 X2 + 9.360 X3+ + 0.002 X4 + 0.370 X5 ...........................(3.1)

From Tabel 3.3 and Tabel 3.4 found that:87.01 % predictions and 85.80 % cross predictions are exactly classified. Since the predictions and the cross validations have a minor differrent then the model is a valid model to be used in predicting financial distress. The Z-score and the discriminant model then could be used to proxy the financial distress indicator. 

Financial Distress Model hypotheses 1:

FINDS =
-2.065   + 0.214 Size - 0.010 Rate - 0.423 INV  


+ 10.322 PROD + 0.0000004 CF - 0,504 LEV ……….... 
(3.2)

FINDS are financial distress indicators (Z-score) which measure financial distress contraryly , the bigger the FINDS the smaller the risk of financial distress.

F-test 22,094 with p-value = 0,000 . Prob  = 0,000 < 0,05, the control variables and corporate finance (Size, Rate, Inv, PROD, CF, and LEV) significantly affected financial distress property, real estate and building construction.industry listed in the Indonesian Stock Exchange.

F-restricted test the effect of control variable (Size and Rate) on financial distress was for hypotheses 1 ( Model phase 1) . The hipotheses:

H0 : β 1=β 2= 0

H1 : β 1≠β 2≠ 0

Restricted test : F-test
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Fα ( m, (n-k) ) = F0,05 ( 2, (333-7) ) = F0,05 ( 2, 326 ) =  < 3,04

F-calculated =16.1985> F0,05 ( 2, 326 )
With significance 5%, we can not accept the H0 or we can accept H1 , the unrestricted model can be accepted. Control variables (Size dan Rate) significantly affected financial distress.   

Financial Distress Model hypotheses 2:

FINDS =    -3.731   + 0.366 Size - 0.013 Rate + 0.00001 IA  

- 0.218 DCPCTY - 0.066 MKTBV + 0,00005 PER 

+ 0,196 CH + 0,562 LNCF – 0,0002 AGCF – 

0,00000049 AC ……………………………………………………. (3.3)

F-test 16.018 with p-value = 0,000. Prob = 0,000 < 0,05, the control variables and risk management (Size,Rate, IA, DCPCTY, MKTBV, PER, CH, LNCF, AGCF, and AC) significantly affected financial distress property, real estate, and building construction industry listed in The Indonesian Stock Exhange. 

F-restricted test the effect of control variable (Size and Rate) on financial distress was for hypotheses 2 ( Model phase 2) . The hipotheses:

H0 : γ1 = γ2 = 0

H1 : γ 1≠ γ 2≠ 0
Fα ( m, (n-k) ) = F0,05 ( 2, (333-11) ) = F0,05 ( 2, 322 ) =  < 3,04

F-calculated=22.20 > F0,05 ( 2, 322 )

With significance 5%, we can not accept the H0 or we can accept H1 , the unrestricted model can be accepted. Control variables (Size dan Rate) significantly affected financial distress.  

Financial Distress Model hypotheses 3:

FINDS =
-2.330   + 0.248 Size - 0.010 Rate - 0.311 INV 

+ 9.134 PROD + 0.0000008 CF - 0,482 LEV

- 0.00001 IA  - 0.117 DCPCTY - 0.048 MKTBV

+ 0,00005 PER + 0,112 CH + 0,253 LNCF 

– 0,0002 AGCF – 
0,0000015 AC……………………………... (3.4)

F-test 19.131 with p-value = 0,000. Prob = 0,000 < 0,05, the control variables, corporate finance, and risk management (Size,Rate, INV, PROD, CF, LEV, IA, DCPCTY, MKTBV, PER, CH, LNCF, AGCF, and AC) significantly affected financial distress property, real estate, and building construction industry listed in The Indonesian Stock Exhange. 

F-restricted test the effect of control variable (Size and Rate) on financial distress was for hypotheses 2 ( Model phase 2) . The hipotheses:

H0 : δ1 = δ2 = 0

H1 : δ1 ≠ δ2 ≠ 0

Fα ( m, (n-k) ) = F0,05 ( 2, 333-15) = F0,05 ( 2, 318 ) = < 3,04

F-calculated=13.5050 > F0,05 ( 2, 318 )

With significance 5%, we can not accept the H0 or we can accept H1, the unrestricted model can be accepted. Control variables (Size dan Rate) significantly affected financial distress.  

H0 : δ1 = δ2 = δ3  =δ4 = δ5 = δ6 =0

H1 : δ1 ≠ δ2 ≠ δ3 ≠ δ4 ≠ δ5 ≠ δ6 ≠ 0.
F-restricted test the effect of control variables ( Size dan Rate) and corporate finance on financial distress for Model phase 3, the result F-calculated 
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,

2

=

                                                
Fα ( m, n-k ) = F0,05 ( 6, 333-15) = F0,05 ( 6, 318 ) =  < 2,14

F-calculated > F0,05 ( 6, 318 )

Significance 5%, H0 can not be accepted and H1 then can be accepted, it means that the unrestricted model can be accepted. The control Variabels (Size dan Rate), and/ or corporate finance affected financial distress.

H0 : δ1 = δ2 = δ7 = δ8 = δ9  =δ10 = δ11 = δ12 = δ13 = δ14 = 0

H1 : δ1 ≠ δ2 ≠ δ7 ≠ δ8 ≠ δ9 ≠ δ10 ≠ δ11 ≠ δ12 ≠ δ13 ≠ δ14 ≠ 0

F-restricted test to test the effect of control variables ( Size dan Rate) and risk management on financial distress on Model phase 3 F-calculated =  7,2563

Fα ( m, n-k ) = F0,05 ( 10, 333-15) = F0,05 ( 10, 318 ) =  < 1,88

F-calculated > F0,05 ( 10, 318 )

The three F-restricted test show that corporate finance, and/ or risk management, and/ or control variables ( Size dan Rate ) have the effect to financial distress or have a negative effect on financial distress. 

4. 
Discussion
Discriminant analysis on financial distress prediction model with Altman variables conclude that the model is valid in predicting financial distress and the financial distress indicator be a proxy of financial distress. All variables can predict the financial distress except market value equity/book value of total liability. Consistent with Hunter (2006), Boissay (2006), Distinguin (2005), Atmini dan Wuryana (2005), Kidane H,W. (2004), and Ciccone (2001), earning after tax could be used in distinguishing between financial distress and non distress firms . Hunter (2006), Boissay (2006), and Distinguin (2005), analyzed financial distress model using financial factors/ financial ratios. Atmini and Wuryana (2005) summarized earning after tax superior than cash flows in predicting financial distress. Kidane H.W. (2004), found that Altman financial distress prediction model still be a better and popular financial distress prediction model. 

Firms, those have shortage internal ( free ) cash flows in a grow economic, used lower cost external funds (debt) in order not to underinvestment, more over they tend to over invest. In economic down turn then the investment could not be productive and since they used higher debt in their capital structures they were in financial distress (Calmes,2001). Investment mix and cash flows in this research did not affect the financial distress since the productivity of the investment to be the biggest factor caused the financial distress. The sharply increased debt because of negative earnings eroded equity drove the financial distress (Campbell, Hilscher, dan Szilagyi (2006), Duffie (2006), De Marco Realdon (2006), Bharath dan Shumway (2004), dan Beaver et.al. (2004). Negative capital structure caused financial distress.( Hull ,2007; Abid and Zouari (2002), and Gomes (2001). The Debt used to replace negative operating cash flows drove financial distress, but firms that increase debt in order to invest in high productive investments (even in down turn economic) get off from financial distress ( Fitzpatrick J.M., 2004). Good relationship with the creditors also keep firms from financial distress. Consistent with Opler et.al. (1999), that if a firm predicted to have financial distress tend to be speculative. It will invest so that it will be overinvestment and this drive to financial distress. Economic condition did not affect financial distress significantly (Tabel 3.6). this research is not consistent with Campbell et.al. (2006), dan Bhattacharjee et.al. (2002), that the process of a firm failure is not as the effect of the firm fundamental only but also the condition of the environment including the economic conditions.

Risk management (Information Asymmetry (IA), Debt Capacity (DCPCTY), Market to Book Ratio (MKTBV), Price Earning Ratio (PER), Cash Hold (CH), Cash Flow Hoarding (LNCF), Assets Growth to Cash Flow (AGCF) dan Agency Cost (AC)), together with Size of the Firm (Size), and interest rate (Rate) ) affected financial distress.  Risk is all financial loss that we do which affect financial distress and risk management, effectively avoid the probability of distress ( Nersesian R.L. ;2004, Zhao L. ,2004; and Fairchild R. ,2002). The only risk management factor which affected financial distress is cash hold. The firm hold cash flows as a risk management, since the market is imperfect. When frms has the opportunity to invest (NPV>0) but the market is imperfect, they have to hold cash to finance the investment. Clark (2003), Opler et.al. (1999), dan Mehrota, Mikkelson, and Partch (2003) found that cash hold in the form of working capital increase debt since they tend to increase the working capital more then they need. This drive to financial distress. Consistent with Almeida e.al., (2004), Acharya et.al., (2005), Grossl I., dan Frietsche U., (2006), Arslan et.al. (2006), and Berndt E.R., (1991) the effect of cash hold or cash flows hoarding which invested in the working capital significant negative effect on finncial distress. Graham dan Rogers (2002) dan Borokhovich et.al.(2004), Morellec, and Smith (2002) found that firms doing risk management reduce free cash flows so that they cannot invest using internal fund.
5.          Conclusion 

Financial distress significant negatively affected by the productivity of the investment. Though firms have high debt capacity, good investment opportunities and significant reduction agency cost, but in down turn economic if they could not have productive operating performance they would have financial distress. Consistent with Fitzpatrick J.M. (2004) there is a converse corelation between operating performance and financial distress. Debt capacity, investment opporunities, and agency cost do not significantly affected financial distress. Investment mix, Cash Flows, capital structue, Information Asymmetry, dan Cash Hold (Cash Hold, dan Cash Flow Hoarding), do not  signifiant affect financial distress. The productivity of the investment have a bigger negative impact on financial distress, if firms have high productivity on their investment, they would be less probability have financial distress Creditor support have negative impact on financial distress
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Tabel 3.1

Average Ratio Test in predicting Financial Distress between Non and Financial Distress Firms
	Variable
	Average ratio
	Average differrent Test

	
	Non Financial Disterss
	Financial Distress
	Wilks' Lambda
	F
	Sig.

	X1
	0,033
	-0,224
	0,937
	22,137
	0,000

	X2
	0,037
	0,004
	0,887
	41,804
	0,000

	X3
	0,043
	-0,102
	0,650
	176,883
	0,000

	X4
	5,637
	19,466
	0,998
	0,807
	0,370

	X5
	0,245
	0,122
	0,951
	16,797
	0,000


Tabel 3.2

Discriminant Model coefficients

	Discriminant
	Coefisient

	
	1

	X1
X2
X3
X4
X5
(Constant)
	.410

6.543

9.360

.002

.370

-.065


Unstandardized Coefficients
Discriminant model.
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Tabel 3.3

Hasil Klasifikasi Model Diskriminan Selama Periode Tahun 1997-2006

	Classifications
	Status
	Predictions
	Total

	
	
	Non Financial Distress
	Financial Distress
	

	Observation
	Total
	Non Financial Distress
	190*
	5
	195

	
	
	Financial Distress
	38
	98*
	136

	
	%
	Non Financial Distress
	97,44
	2,56
	100

	
	
	Financial Distress
	27,94
	72,06
	100


Notes : 

*87,01% data exactly predicted

Tabel 3.4
Cross Validations Discriminant Model

	 Classification
	Status
	Predictions
	Total

	
	
	Non Financial Distress
	Financial Distress
	

	Observation
	Jumlah
	Non Financial Distress
	189*
	6
	195

	
	
	Financial Distress
	41
	95*
	136

	
	%
	Non Financial Distress
	96,92
	3,08
	100

	
	
	Financial Distress
	30,15
	69,85
	100


Catatan : 

*85,80% data predicted.exactly

Tabel 3.5

Regression Model the Effect of Corporate Finance on Financial Distress using Fixed Effect Tahun 1997-2006
	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistikc
	Prob.  

	
	
	
	
	

	
	
	
	
	

	C
	-2.065414
	0.418026
	-4.940880
	0.0000

	Size?
	0.214060
	0.037673
	5.682094
	0.0000

	Rate?
	-0.009738
	0.002082
	-4.677186
	0.0000

	INV?
	-0.422950
	0.238106
	-1.776308
	0.0767

	PROD?
	10.32161
	1.293845
	7.977467
	0.0000

	CF?
	4.09E-07
	5.36E-07
	0.761896
	0.4467

	LEV?
	-0.504260
	0.247344
	-2.038704
	0.0424

	
	
	
	
	

	R-squared
	0.751650
	    Mean dependent var
	0.323599

	Adjusted R-squared
	0.717630
	    S.D. dependent var
	1.751363

	S.E. of regresion
	0.930648
	    Sum squared resid
	252.9031

	F-statistikc
	22.09403
	    Durbin-Watson stat
	2.194184

	Prob(F-statistikc)
	0.000000
	
	
	

	
	
	
	
	


Tabel 3.6.

Comparison , P Value, and R-squared, Model phase 1

The Effect of Corporate Finance on Financial Distress

With and without Dummy Economic Conditions

	VARIABEL
	With Dummy
	without Dummy

	
	Coef
	Prob.  
	Coef
	Prob.

	Size
	+ 0.216
	0.0000
	 + 0.214
	0.0000

	Rate
	 - 0.006
	0.0439
	  - 0.010
	0.0000

	INV
	- 0.331
	0.2406
	  - 0.423
	0.0767

	PROD
	 + 10.947
	0.0000
	+ 10.322
	0.0000

	CF
	+ 2.33E-07
	0.6976
	+4.09E-07
	0.4467

	LEV
	    - 0.361
	0.1364
	- 0.504
	0.0424

	DKE
	+ 0.212
	0.0015
	
	

	R-Squared
	0.741902
	0.751650


Tabel 3.7

The Effect of Corporate Finance and Risk Management on Financial Distress 
Using Fixed Effect 1997-2006
	Dependent Variable: FINDS?
	
	

	Method: Pooled EGLS (Cross-section weights)
	

	Date: 06/15/08   Time: 21:17
	
	

	Sample: 1997 2006
	
	

	Included observations: 10
	
	

	Cross-sections included: 35
	
	

	Total pool (unbalanced) observations: 333
	

	Linear estimation after one-step weighting matrix

	Variable
	Coefficient
	Std. Error
	t-Statistikc
	Prob.  

	C
	-2.329688
	0.537066
	-4.337810
	0.0000

	Size?
	0.247923
	0.046472
	5.334884
	0.0000

	Rate?
	-0.010429
	0.002536
	-4.112682
	0.0001

	INV?
	-0.311045
	0.264732
	-1.174943
	0.2410

	PROD?
	9.134198
	1.911364
	4.778889
	0.0000

	CF?
	8.11E-07
	1.08E-06
	0.748738
	0.4546

	LEV?
	-0.482052
	0.296116
	-1.627915
	0.1047

	IA?
	-1.14E-05
	0.000286
	-0.039826
	0.9683

	DCPCTY?
	-0.117158
	0.136679
	-0.857174
	0.3921

	MKTBV?
	-0.048165
	0.062854
	-0.766295
	0.4441

	PER?
	4.68E-05
	5.32E-05
	0.879175
	0.3800

	CH?
	0.112232
	0.091387
	1.228097
	0.2204

	LNCF?
	0.253269
	0.486121
	0.521001
	0.6028

	AGCF?
	-0.000154
	0.000365
	-0.421473
	0.6737

	AC?
	-1.50E-06
	1.79E-06
	-0.839275
	0.4020

	
	
	
	
	

	R-squared
	0.763788
	    Mean dependent var
	0.291111

	Adjusted R-squared
	0.723865
	    S.D. dependent var
	1.775602

	S.E. of regression
	0.933052
	    Sum squared resid
	247.2466

	F-statistikc
	19.13151
	    Durbin-Watson stat
	2.229245

	Prob(F-statistikc)
	0.000000
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