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A B S T R A C T 

 This study aimed to determine financial and non-financial factors influencing future cash flow and 

their impacts on company's financial distress. This study uses earnings, cash flow from operations, 
accrual components, working capital (financial), inflation (nonfinancial) as independent variables that 

are thought to have an effect on future cash flow. In addition, this research also suspects that there is 
an impact of this influence on company financial distress. The sample used in this study was 30 food 

and beverage manufacturing companies listed on the Indonesia Stock Exchange from 2013 to 2015. 
Hypothesis testing, in this research, used Structural Equation Model (SEM) method with AMOS 24 

statistic. The result showed that earnings, accrual component, and working capital had a significant 
positive effect on future cash flow. Furthermore, cash flow from operation had significant negative 

effect on future cash flow, but inflation did not affect company's future cash flow. These results indicate 
that financial variables have a significant effect, both positive and negative, on the company's future 

cash flow. Meanwhile, non-financial variables have no significant effect. Other test resulted that future 
cash flow had a significant negative effect on financial distress. Based on the results of this study, it 

can be seen that stakeholders, especially investors, really pay attention to the company's financial 
performance compared to non-finance. This is due to the significant influence of financial variables on 

the company's future cash flow and it can have an impact on financial distress. Therefore, future 
research is expected to explore other financial factors that affect the company's future cash flow, for 

example, the company's financial risk. 

© 2020 by the authors. Licensee SSBFNET, Istanbul, Turkey. This article is an open access article 

distributed under the terms and conditions of the Creative Commons Attribution (CC BY) license 
(http://creativecommons.org/licenses/by/4.0/).    

 

 

Introduction 

The need for accounting information before making a business decision is important. In addition to information about financial 

position reports and financial performance reports, information about cash flows is also important. The emergence of the necessity 

to report cash flows for the company is illustrated by some companies whose performance and financial condition are good but are 

unable to finance their short-term needs. This condition has received serious attention by the standard drafting body, as stated in the 

1978 Financial Accounting Standard Board (FASB) statement on the Statement of Financial Accounting Concept No.1 stating that 

every financial report presented must be able to provide information that is important to all stakeholders to evaluate the ability 

companies in generating sufficient cash to pay their debts due, to pay dividends, to buy raw materials, to conduct new investment 

activities and to predict the company's cash conditions in the future (future cash flow) (FASB, 1978). 

Some researchers provide an explanation that the main purpose of conducting corporate financial analysis is to predict future cash 

flows and to evaluate finance and investment (Krishnan and Largay, 2000; Farshadfar and Monem, 2013). Furthermore, they said 

that cash flows reflect investment returns and reflect the ability of the company to achieve earnings in the payment of dividends. That 

is why, this is a crucial problem in the financial valuation model. This condition encourages researchers to conduct research that 

focuses on future cash flows, factors influencing and their implications. This study tried to explore and analyzed further about the 

factors that affect future cash flow and then examine their implications for the possibility of financial distress. There are a number of 

things that researchers suspect can affect the company's future cash flow. Components of earnings (such as company cash flow, 
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accounts receivable, etc.) can have a significant effect on the company's future cash flows rather than yearly cash flows in that period 

(Ebaid, 2010). This indicated that the company's future cash flow can be predicted using the components that make up profits as 

documented by Ebaid. 

In addition, accounting earnings and operating cash flow  are also thought to affect future cash flows. As reported by Jemâa (2015) 

that accounting earnings and operating cash flow have the capacity to predict future cash flows. Although the study uses very limited 

data, it is done on companies listed on the Tunisia stock exchange, but this can be an inspiration for the author to develop the research 

in the context of the capital market in Indonesia. Then, many analysts also believe that cash flow from operations is a guarantee of 

financial performance that is better than net income, because profits are more subjective to distortions resulting from different 

accounting practices. (Dechow, 1994). However, De Fond and Hung (2003) documented that financial statement analysts tend to 

question cash flow predictions for companies with different accounting policies. Some evidence showed that analysts tend to make 

predictions related to cash flow for companies that have a higher volatility in accounting earnings than cash flow. 

Furthermore, the tendency of prices to always increase results in cost-push inflation which is characterized by rising prices of goods 

and services that will increase production costs. Increased production costs will have an influence on the company's cash, the 

company must spend more to buy raw materials. So that the consequences that will be obtained by the company when production 

costs rise, in which the company will increase the selling price or change the quality of raw materials and will risk declining goods 

or output sold. The decline in sales levels will affect the cash income that is easily received by companies. When the company gets 

low cash it will be a question whether the company is able to carry out its business activities by using cash owned by the company 

or the company will seek additional funding from outside parties. It can be seen that the condition of the company's operational cash 

flow can be used as an indicator in assessing the company's financial condition. Gentry, et al. (1990) explained that companies that 

have negative cash flow will influence financial distress conditions. Furthermore, there is a significant difference in the incidence 

rate of financial distress between the companies with different cash flow compositions in one, two and three years before distress. 

Thus, the financial distress can be predicted on the basis of the content and composition of the information contained in the cash flow 

statement. 

Based on the explanation above, the researcher is interested in further examining the factors that affect future cash and their 

implications for the possibility of corporate financial distress. If we look further, the factors that are thought to affect the company's 

future cash flow can be divided into two, namely financial factors (earnings, cash flow from operations, etc.) and non-finance factors 

(inflation). This is what encourages researchers to simultaneously test these factors on future cash flows. Another motivation relates 

to the researcher's desire to know the implications of this effect on the possibility of financial distress. Researchers predict that all 

financial factors (finance) will affect the company's future cash flow, as well as non-financial factors (inflation). Predictions of the 

influence of financial factors are motivated by the fact that these factors are identical to the company's annual financial statements. 

For example, if the company can produce a high net operating cash flow in the current period, it is expected to provide information 

on the ability of the company's operating cash flows in the future to finance its operational activities. However, if the operational net 

cash flow produced by the company is less or even negative, it will be a question whether the company is able to finance operational 

activities in the future. The company's negative or positive operating cash flow in the current period will have an impact on the 

company's future cash flows. Negative cash flows in the current period provide information that companies will experience financial 

difficulties or financial distress (Natariasari and Miko, 2014). Meanwhile, the company's financial statements are the main source of 

information for stakeholders in making business decisions. Meanwhile, the prediction of the effect of inflation on future cash flows 

because inflation will suppress people's purchasing power, which will have an impact on company performance. Next, researcher 

predict that future cash flow can affect the company's ability to meet its obligations. Thus, all factors, both financial and non-financial, 

are thought to affect future cash flows and have an impact on the company's financial ability to meet its obligations (financial distress). 

Because the pattern of the relationship between these variables forms a certain (tiered) structure, the researcher uses a structural 

equation model analysis tool. 

Literature Review 

Theoretical Background and Conceptual Framework 

Signalling Theory 

Signalling Theory provides information or signals that should be given by the management of the company to all users of financial 

statements (stakeholders). The existence of signalling theory is due to the fact that each side of the party, namely the management 

side and also the parties that have the interests of the information that are different so that the emergence of information metrics. 

Asymmetry information is a difference in information, where things are one party that has better information than the other party. 

For example, the management of the company must have information that is more concerned with corporate prospects, which are 

likely to come from stakeholders. So that stakeholders will have difficulties in distinguishing companies that have good or low 

quality. 

Spence (1973) first introduced signalling theory utilizing the labour market as a model of educational signalling functions. Potential 

entrepreneurs lack information about the quality of job candidates. Therefore, candidates get education to show their quality and 

reduce information asymmetry. This may be a reliable signal because lower-quality candidates will not be able to withstand the rigors 
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of higher education. Basically, signalling describes the reduction of information asymmetry between two parties (Spence, 2002). As 

Spence (1973) has illustrated that high-quality candidates distinguish themselves from low-quality candidates through expensive 

signals from strict higher education. The results of this study have sparked a large amount of literature applying signalling theory to 

selection scenarios that occur in a variety of disciplines from anthropology to zoology (Bird & Smith, 2005). In a variety of 

disciplines, signalling theory can help explain the effects of information asymmetry in a variety of research contexts. For example, 

when it comes to governance, CEOs signal the unobservable quality of their company to potential investors through the observable 

quality of their financial reports (Zhang & Wiersema, 2009). 

Then, Connelly et. al (2011) explains that signalling theory is useful for describing behavior when two parties (individuals or 

organizations) have access to different information. Next, they provide a brief synthesis of key theories and concepts, review their 

use in the management literature, and advance direction for future research that will encourage scholars to use signalling theory in 

new ways and to develop more complex formulations and variations -various nuances of theory. Furthermore, Kirmani and Rao 

(2000) provide examples of signalling by distinguishing between two entities: high-quality companies and low-quality companies. 

Even though companies in this example know their own true qualities, outsiders (eg, investors, customers) do not know, so there is 

information asymmetry. As a result, every company has the opportunity to give a signal or not signify true quality to outsiders. 

Conceptual Framework 

Based on the theoretical exposures above, here is a framework of theoretical thinking as a flow of thought in this study: 

   Independent Variables         Dependent Variable 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Theoretical Framework 

 

Empirical Review 

Research related to the ability of the company's future cash flow and prediction of financial distress has been done by many previous 

researchers both domestically and abroad. This is done of course so that the cash held by the company can be used effectively and 

efficiently and prevents the company from experiencing undesired losses. Results in Indonesia context, Sulistyawan and Septiyani 

(2015) examined the effect of net income, operating cash flows and accrual components in predicting future cash flows of companies 

and the results of the study state that the independent variable used to predict the company's future cash flow is account receivable, 

accounts payable, inventory, depreciation expense has a significant effect. Other results also show similar results (Prima and 

Gunawan, 2015). They report that company profits have an influence on the company's future cash flows. The higher the company's 

profits obtained in the current year, it will affect the amount of cash received by the company. Ebaid (2010) examines the role of 

earnings, cash flows, changes in accounts receivable, changes in debt, changes in inventory and changes in depreciation expenses 

against future cash flows. The results show that the earnings component can have a more significant effect on predicting the 

company's future cash flow than the cash flow of the year. 

Financial Distress 

Financial Distress is the condominium who has experienced financial difficulties before the company actually goes bankrupt. This 

condition is characterized by a reduction in the number of employees, delays in paying obligations, delays in paying dividends to 

investors, decreasing the quality of the product. Kordestani, et.al. (2011) provide a model that predicts financial difficulties of a 

company based on operational components, investment and financing from its cash flow statement. To prevent bankruptcy and the 

negative consequences of this include misuse of creditors, investors, management, and employee rights, predictions of financial 
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difficulties and possible consequences such as bankruptcy are very important. They documented that there was a significant difference 

in the incidence of financial distress between companies and the composition of different cash flows in one, two and three years 

before financial distress occurred. In other words, financial difficulties can be predicted based on the content and composition of the 

cash flow statement.  

Gentry, et. al. (1990) states that a company experiencing financial distress can be seen from the level of the economy that includes 

the process and the exit of the company. If the problem is lower than the outside market, it can be said that the company is 

experiencing financial distress. With the decline in the level of profitability of the company, it is likely that the company is unable to 

pay its obligations and interest to the creditor. 

Cash flow statement and Cash Flow Operating Activities 

According to SFAS (Indonesia) No. 2 revised in 2009, information contained in the financial statements of the company's cash flow 

can be used by stakeholders as a basis for decision making, the basis for decision making, as an assessment of company performance 

in terms of producing cash and cash equivalents and also predicting future cash flows. Every company is required to report the 

company's financial reports every period. The financial statement report is classified into three parts, the operating cash unit, 

investment and funding. Cash flow from company operations, describing activities or transactions in the company that occur 

repeatedly which have an influence on cash in and cash out of a company. Included in the class of cash flows from the company's 

operating activities are transactions or activities that are the principal revenue-producing activities and also other activities that are 

not included in the category of investment activities and funding activities. 

Revised SFAS (Indonesia) No. 02 of 2009, describes the presentation of financial statements of cash flows from operating activities 

as follows: 

"The flow of assets and activities of firms is the main factor that determines whether the operations of companies can produce cash 

and cash equivalents which can be used to finance the company's operations, pay off debts, pay dividends to investors and can carry 

out investment without the financial assistance from outsiders". Included in the category of company operations are the revenue-

generating activities for the company as well as other activities that affect the amount of net profit or loss of the company that is not 

included in the investment activity category and funding activities ". 

Working Capital 

Working Capital is used as an assessment of company liquidity by looking at how much the company has current assets when 

compared to current liabilities owned by the company. If the company has current assets greater than current liabilities, it can be said 

that the company is able to pay short-term obligations immediately. Conversely, if the company has current liabilities greater than 

current assets this will affect the survival rate of the company. This means that the company does not have enough current assets to 

pay off the company's short-term liabilities. The formula for calculating the company's working capital: 

Working Capital = Current Assets - Current Liabilities 

According to Santoso (2013), working capital is a single problem that is very important for the company because the work capital 

can be used as an indicator of the running of a company's short-term operational activities that have an influence on the income that 

will be obtained by the company. If the company can generate profits in a sustainable manner, this indicates that the company can 

use working capital effectively and efficiently. Working capital from operations can guarantee the survival of the company in a proud 

way to come, assessing the company's ability to pay off its obligations and can also be used to predict the company's future cash flow 

that is used to finance the company's operating activities. 

Net profit/ Earnings 

Profit can be used as an indicator in terms of evaluating company performance. Based on PSAK No.25, the financial statements of 

corporate income are one form of management accountability for its performance during that period, providing information about 

the company's profitability that can be used by users of financial statements for decision making processes, to assess the amount of 

dividends to be received, sheet price per share, to assess the amount of tax to be paid. Profit is obtained from the difference between 

income minus the expenses incurred by the company relating to the company's operations. According to Joni (2010) that profit is one 

indicator that can predict the company's future cash flow. The users of financial statements use earnings information as an evaluation 

of the company's performance in the past, present, even for the future period. Earnings information is used for the decision-making 

process to reduce the possibility of uncertainty risks that occur. 

Accrual Component 

Based on Indonesia Accounting Standard or PSAK or SFAS (Indonesia) No.25 (2009) explains that each company presents financial 

statements (except cash flow financial statements) using the accrual basis method. Companies using accrual basis in preparing 

financial statements recognize income and costs at the time of the activity on the transaction, not when the income is received or the 

fee is paid. The components included in the accrual component are as follows: 
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Account Receivable 

Receivables arise from the existence of credit sales to the customers made by the company. Trade accounts receivable are income 

that will be received by the company in the future. According to Indonesia Accounting Standard No. 09 receivables are categorized 

into two types of receivables which are payable in other debt. Entrepreneurship occurs due to the sale and purchase of goods / services 

on credit, which is continued with the billing process until the last process is the payment transaction for the sale or delivery of 

services on credit. Other receivables arise as a result of transactions outside the company's main activities. Such as sales of waste, 

sales of company buildings that do not originate from the company's main business operational. 

Account Payable  

Debt arises from the existence of a credit purchase from the supplier made by a company that must be paid without the arrival of 

what has been determined. So that it will affect the company's cash flow to pay off debts that arise. Indonesia Accounting Standard 

No. 09 trade debt is included in the company's short-term obligations which are expected to be repaid in one accounting period. 

Inventory  

Based on Indonesia Accounting Standard No. 14 (2008) understanding of inventory is as follows; a) Goods that are available or there 

are finished good, b) Goods that are in the process of production (work in process) or goods that are in transit, c) Goods in the form 

of raw material. 

Depreciation  

Definition of depreciation based on Indonesia Accounting Standard No. 17 (2004) is an allocation that is estimated to be depreciated 

from the value of an asset based on the useful life of an asset. So that it will reduce the value of an asset every year. The amount of 

the depreciation result of an asset will be a depreciation expense which will later be reported in the profit and loss report and also the 

report of the cash flow section originating from the company's operations. so that it will reduce the company's income either directly 

or indirectly. 

Inflation 

Inflation is an important factor that can affect the economy of a country. Inflation occurs due to rising prices continuously due to the 

imbalance between demand and supply. The increase in the price of an item or service occurs when there is an increase in demand 

from the community but the supply of goods is not sufficient. So that it will affect the price of an item or service has increased. When 

an increase in the price of an item or service indirectly affects the decline in the value of the currency. This is in accordance with the 

theory of Na’im (1993) which explains the increase in prices that occur continuously will have an impact on the price of a production 

of goods and services measured in units of currency so that it will affect the company's future cash flows. Suyati (2015) stated that 

the impact of inflation will also affect stock returns that will be obtained by investors, because with the occurrence of inflation, 

investors will get a small return or return. 

Hypotheses Development 

Earnings, Future Cash Flow, and Financial Distress 

Weygant et al. (2007; 140) states that earnings information delivered in the company's income statement describes the company's 

performance in generating cash for a certain period. So that profit can be used as an assessment of the company's performance for 

external and external parties in the decision-making process before finally making an investment (for investors), providing loans (for 

creditors), calculating the company's tax base (for company management) and others. The amount of profit obtained can provide 

predictions for the company's future cash flows. Companies that obtain a positive profit in the current period besides increasing the 

company's cash flow in the current period will also have an influence on the company's ability to increase cash flow in the coming 

period, so that the company is prevented from the financial and stress conditions. Companies that have positive cash flow can be said 

to be protected from financial distress, because the company is able to finance its operational activities using the company's cash 

obtained from profits. McClue (1991) defines the condition of financial distress characterized by a negative cash flow condition of 

the company, so that the flow of corporate assets can be used to provide predictions about the financial stress before finally going 

into bankruptcy conditions. 

H1a: Earning affects the company's future cash flow. 

H1b: Future cash flow mediates the effect of earnings on financial distress. 

Cash Flow From Operation, Future Cash Flow and Financial Distress 

SFAS No. 02 (2009) The report on the company's operating cash flows can be used as an indicator in evaluating the company's 

performance in producing outputs and equivalents. Whether the cashdd and cash equivalents produced by the company from the 

company's operational activities can be used to fulfill the company's operational activities such as being able to pay off corporate 

loans, maintain operating capabilities, pay dividends to investors, be able to invest in new capital or borrow from outside parties. So 
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that the cash flow that comes from the company's operations is able to provide a good signal for investors and creditors in assessing 

the condition of the company and predicting operating cash flows in the future (Ebaid, 2011). 

Bandi & Rahmawati (2005) states that the prevalent factors of the company's operations are able to predict a company's future cash 

flow. Information on operating cash flow in the current period is very important for internal and external companies because it is 

expected that in the long term the company will be able to generate net cash flow positive operations for the survival of the company 

in the future. If the company produces a positive net operating cash flow in the current period, it will provide information that the 

company is able to generate cash to finance its operational activities in the coming period and is expected to be able to generate 

positive cash flows in the coming period. So that the possibility of companies avoiding the problem of financial distress is getting 

thinner. However, if in the current period the company generates a negative operating net cash flow, it can be said that the company 

is unable to finance its operational activities due to insufficient cash obtained by the company. This will also illustrate that the 

company will experience financial distress in the coming period. Information about the company's operational cash flow can provide 

an overview of the company's future ability to generate cash 

H2a: Cashh flow from operation has an effect on the company's future cashflow. 

H2b: Future cash flow mediates the effect of cash flow from operations on financial distress. 

Accrual Components, Future Cash Flow, and Financial Distress 

Based on SFAS No. 25 (2009) each company presents financial reports and uses the basic method of accruals (except the financial 

statements). The company using the accrual basis in the preparation of financial statements recognizes revenue and costs at the time 

of the occurrence of activities on the transaction, not when the income is received or the fee is paid. 

Accrual components that can predict the company's future cash flow (accounts receivale) (Triyono, 2011). Other accrual components 

that can predict the company's future cash flow are accounts payable, inventory, depreciation expenses The accrual component is 

very helpful in predicting the company's future cash flow Information provided by accrual components is not only information that 

comes from the past, but also can provide information for the future. The amount of accrual components in the current period 

identifies the occurrence of revenue and expenditure cash in the future so that it will affect the company's future cash flows. 

H3a: Accrual component affects the company's future cash flow. 

H3b: Future cash flow mediates the effect of accrual component on financial distress. 

Working Capital, Future Cash Flow, and Financial Distress 

Working capital is a factor that determines the running of a company's operational activities in the short term, the employment mode 

results from the difference between the net asset and the lack of the cost of the company. Working capital has an important role for 

companies in carrying out operational activities, because the availability of work capital must be in accordance with the company's 

operational needs to run efficiently and economically to avoid the occurrence of idle funds due to excess funds from working capital 

or vice versa if available operating capital is less likely finance to finance operational activities will occur. So that the management 

of the company will make a loan of funds from the creditor.  

Santoso (2013) explained that the most influential indicators to support operational activities went smoothly, namely working capital. 

Because working capital provides value for the company to continue operating activities in the next period, provide information 

about the company's ability to pay off its short-term obligations, provide information for management or stakeholders to assess future 

cash flows used to finance operating activities. Poor management of working capital in the current period will have an impact on the 

performance of the company's operating cash flows in the current and future periods. Given the short-term nature of working capital, 

poor working capital management will have an impact on insufficient funds to meet obligations that have matured so that it will 

affect the performance of the company's operating cash flows. When the condition of the company's operating cash flow has decreased 

it will have an impact on financial distress. Based on the explanation above, the fourth hypothesis can be stated as follows. 

H4a: Working capital affects the company's future cash flow. 

H4b: Future cash flow mediates the effect of working capital on financial distress. 

Effect of Inflation on Future Cash Flow and Financial Distress. 

Simple inflation can be interpreted as a condition in which prices increase which occurs sustainably. The occurrence of inflation can 

be due to the existence of demand-pull inflation and price-pull inflation. Inflation originating from the demand side (demand-pull 

inflation) occurs because of an increase in demand for goods with too large a capacity and cannot be met by production capacity. 

While inflation caused by price increases (cost-pull inflation) occurs due to rising prices of production shoulder material resulting in 

a decline in production. 

The impact of the phenomenon of inflation which is marked by rising prices will affect the company's financial condition. Rising 

prices of goods and services are an obstacle for companies, because of course companies must spend additional money to purchase 

raw materials for production. On the other hand the company cannot directly increase the selling price of the product because it will 
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have an impact on the decline in sales. When a company's sales decline, it will also have an impact on the income that will be received 

by the company. Low company income will affect the company's ability to finance its operations, because it is likely the company 

does not have enough cash. Research on inflation has been carried out by Nurhidayah and Rizqiyah (2017) and the results of showing 

inflation have an effect on the company's cash flows and also influence financial distress. The increasing amount of money in 

circulation will have an impact on increasing demand for goods or services and also followed by increases in prices of manufactured 

goods. This is certainly a problem for every company because it will affect the company's operating cash flow both in the current 

period and in the coming period. When the company is unable to finance the company's operational activities due to price increases, 

the company will experience financial difficulties which will then make loans to third parties. Based on the explanation above, the 

fifth hypothesis can be stated as follows. 

H5a: Inflation affects the company's future cash flow. 

H5b: Future cash flow mediates the effect of inflation on financial distress 

Future Cash Flow and Financial Distress 

To assess the financial condition of a company is very necessary for the users of financial statements (stakeholders). Financial distress 

is the initial symptom of the company experiencing a decline in financial conditions before the company experiences bankruptcy. 

Companies that are experiencing financial distress will manipulate their financial statements or make loans from third parties, 

consolidating so that it looks as if the condition of their company is fine. Operational cash flow information is very helpful to 

stakeholders in distinguishing companies that experience financial distress and also companies that do not experience financial 

distress Jones and Sharma (2001). The assessment of the company's future cash flow is seen from operating cash flows in the period 

after the observation year. If the company's future cash flow is positive, it can be concluded that the company is able to finance the 

company's operations with cash held by the company. However, if the company has a negative future cash flow, it can be concluded 

that the company will not be able to finance the company's operations due to insufficient cash. McClue (1991) defines the condition 

of financial distress characterized by the condition of a company's negative cash flow, so that the flow of companies can be used to 

provide predictions about financial distress before eventually going into bankruptcy conditions. Based on the explanation above, the 

seventh hypothesis can be stated as follows. 

H6: Future cash flow affects financial distress. 

Research and Methodology 

Research Approach 

This research uses secondary data in the form of manufacturing finance companies that are published on the Indonesia Stock 

Exchange starting from the period 2013-2015. In this research using quantitative research methods because this research uses existing 

data sources, namely annual financial report documents and numbers that can be measured to answer or prove the relationship of 

several variables with existing theories. This research was conducted to prove the relationship or influence both directly and indirectly 

from each independent variable and dependent variable. 

Variable Operationalization 

Endogenous variable 

Future Cash Flow 

Future cash flow variables in this study were obtained from the financial statements of the company's cash flow operating cash flow 

section in the year of observation measured using the ratio scale included in the metric data type because it uses numbers. 

CFOt+1 = cash flow from operation the following year. 

Financial Distress 

Financial distress is the condition where a company experiences insufficient funds to pay off its obligations which will have an impact 

on the inability of the company to continue its business or experience bankruptcy. The measurement of financial distress uses the 

method created by Springate (1978) to predict bankruptcy. Springate (1978) uses 4 variables in the S-Score model: 

P1 = (Working Capital) / (Total Asset) 

P2 = (Net profit before interest and tax) / (Total Asset) 

P3 = (Net profit before tax) / (Current Debt) 

P3 = (Net profit before tax) / (Current Debt) 

P4 = (Sales) / (Total Assets) 

S-Score = (1.03 * P1) + (3.07 * P2) + (0.66 * P3) + (0.4 * P4) 
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Based on Springate (1978), if the s-score is <0.862, the company experiences bankruptcy and is given a value of 1. If the s-score is> 

0.862 then it is predicted not to go bankrupt and be given a value of 0. 

Independent Variables (Exogenous Variables) 

Independent variables (independent variables) in this study there are 6 variables, following the definition and measurement of each 

variable: 

Earnings 

Underdeveloped profits in this research are net assets after tax in the year of observation. The scale used to measure the company's 

net profit after tax uses a dummy variable. Given a value of 1 if the company generates negative profit in the period of observation, 

and is given a value of 0 if the company generates positive profits in the period of observation. 

Cash Flow From Operation 

In this study, cash flow from operation is obtained from the company's cash flow statement, part of the cash flow derived from 

operating activities in the year of observation. The scale used for measurement in this study uses the ratio scale included in the metric 

data type because it uses numbers. This research model uses the research model that is used by Prima and Gunawan (2015) with the 

formula: 

CFOt+1  = Cash flow from operation observation period 

Accrual Component 

Accrual component in this study consists of: change of account receivabe, payable change of account, change of inventory, change 

of depreciation expense obtained from financial statements that have been audited during the observation period. The scale used for 

measurement in this study uses the ratio scale included in the metric data type because it uses numbers. The research model according 

to Ebaid (2011) is as follows: 

ACC = CFOt + Δ A/R𝑖t−1 + Δ A/P𝑖t−1 + Δ INV𝑖t−1 + Δ DEPRE𝑖t−1 

Explanation: 

ACC  =  Acrual component. 

CFOt   = Cash flow from operation observation period  

Δ A/R𝑖t−1 =Account receivable observation period – account receivable of the previous period 

Δ A/P𝑖t−1 = Account payable  tahun pengamatan – account payable of the previous period 

Δ INV𝑖t−1  = Inventory  tahun pengamatan – inventory the following periode 

Δ DEPRE𝑖t−1           = Depreciation of the year of observation - depreciation of the previous year  

Working Capital 

Working Capital is obtained from the reduction in current assets owned by the company minus current liabilities held by the company. 

The scale used for measurement in this study uses the ratio scale included in the metric data type because it uses numbers. Working 

capital is valued as the company's ability to finance the company's operations by using capital owned by the company without funding 

from other parties. This research model uses the research model of  Takhtaei and Karimi (2013) namely: 

WC = CA – CL  

Inflation 

Inflation is a condition in which prices of goods and services increase gradually or fluctuatively. Inflation assessment is obtained 

from the central statistical body (www.bps.go.id), the scale used for inflation measurement uses a ratio scale and is included in the 

metric scale type. 

Sampling 

This research uses a population of all manufacturing companies listed in Indonesian Stock Exchange (IDX). The method in sample 

selection uses the purposive sampling method that takes samples from a particular population based on the criteria that can be 

specified. The data in this study uses archive data (secondary) with the required documents, namely financial reports (annual reports) 

obtained from the IDX website (www.idx.co.id). According to Joreskog & Sorbom (1996) to calculate the number of samples used 

in the study using the SEM method can be calculated using the following formula. 
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𝑘 (𝑘 + 1)

2
 

Where k: number of variables. 

In this study using variables as many as 7 variables, therefore if it is calculated using a formula according to Joreskog and Sorbon at 

least 28 samples were used in this study. In this study using a sample of 30 food and beverage manufacturing companies in the 2013-

2015 observation period. 

Data analysis 

This research uses the method of analysis of SEM (Structural Equation Modeling) and AMOS 24 analysis techniques. This study 

uses SEM because the independent variables in this study are metric and non-metric variables and the dependent variable in this 

study is the metric and non-metric variables. Because the number of samples in this study is limited so there is no need for testing 

normality of data, because there will be data that is wasted and not used as a sample in this study. 

Model Development 

The first step that must be taken is to understand the research topic that will be researched and relate it to the existing theory. Because 

SEM analysis techniques are used to assess the feasibility of a path analysis model from a study. SEM analysis techniques can also 

provide information on whether there is a direct or indirect influence between independent and dependent variables conducted by the 

study. 

Path Diagrams and Structural Equations 

The step of the study is using the SEM analysis method, which describes the path diagram and makes a model of the research 

equation. Path diagrams that are made to describe the research model that will be carried out and make it easier to assess the 

relationships between variables. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Research Path Diagram 

 

Source: results of path analysis output with AMOS 24 

After the theoretical model has been developed in the form of a path diagram, the next step is to make structural equations to conduct 

research. The structural equation developed in this study is as follows: 

Endogenous variable = Exogenous variable + endogenous variable + error 

Endogenous variable = endogenous variable + error 

Hypothesis testing 

The hypothesis in this study was carried out by testing using the technique of Structural Equation Modeling (SEM). By using SEM 

analysis techniques it can be seen whether or not a relationship is a relationship from the path analysis model that has been formed 

and also to find out how much influence is generated from the independent variables and the dependent variable either directly or 

indirectly. The model of the equation formed is as follows: 

 

X1_Earnings 

X2_CFO 

X3_Accruals 

X4_WCAP 

X5_Inflation 

Y1_FCFlow 

Y2_Financial Distress 

e1 

e2 
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Endogen Variable = Variabel Eksogen + Variabel Endogen + eror 

Endogen Variable = Variabel endogen + eror 

Y1 = 𝛽1 X1 + 𝛽2 X2 + 𝛽3 X3 + 𝛽4 X4 + 𝛽5 X5 + e1 

Y2 = Y1 + e2 

Y1 = Future Cash Flow 

Y2 = Financial Distress 

X1 = Earning 

X2 = Cash Flow From Operation 

X3 = Accrual Component 

X4 = Working Capital 

X5 = Inflation 

𝛽 = regression weight 

𝑒 = error  

Result and Discussion  

Statistical description 

Company manufacture of food and beverage is listed in Indonesia stock exchange of the research object is below. 

Table 1: Research Sample n 

No. . Information Total 

1 Companies manufacturing food and beverage that are listed on the Stock Exchange from the year 2013-2015 14 

2 Company n that do not use the value of the rupiah currency (0) 

3 Company that have no the completeness of the data a report n the financial ( 4 ) 

4 Company which financial reporting end date is not December 31 (0) 

  Number of samples per year 10 

  Total observation sample (30x3 = 90) 30 

Source: Secondary data processed in 2018 

Test Criteria (Goodness of Fit ) 

The first step is to do a chi-square assessment of the data. In AMOS 24, the results of the chi-square test are calculated: 

 

Results obtained from the above calculations using AMOS: 

Table 2: Chi-Square Test Results 

Chi-Square 229,023 

Degrees of freedom 15 

Probability level 0,000 

   

The chi-square value was obtained 229,023 with a probability value of 0,000 lower with a predetermined probability level of 

5%. Thus it can be concluded that there is no significant difference between the covariance matrix of the sample and the population 

covariance matrix. 
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Tabel 3: Test Results Criteria ( Goodness of Fit ) 

Measurement of Goodness 

of Fit 

Recommended Value Results Information 

Chi-square Expected to be small 229.03 Small 

Probability < 0.05 0,000 Well 

RMSEA ≤ 0.08 0, 07 0 Well 

GFI , 0 , 90 -, 115 Not good 

AGFI , 0 , 90 0.403 Not good 

CMIND / DF ≤ 2.00 15,268 Not good 

TLI ≥ 0.95 -, 139 Not good 

CFI ≥ 0.94 0.187 Not good 

  

The evaluation results of the testing criteria ( goodness of fit ) states do not all show the evaluation results of a good model, it is not 

a problem because of all the variables used in this study was in accordance with the existing data in which the data has been supported 

also by the existing theory . Because testing using SEM analysis is done to assess the relationship of a variable with other variables, 

not to create a new model. 

Test for Significance (Regression Weights ) 

Tabel 4: Result Hypothesis Testing 

  Estimate CR P Information 

Y1_FCFLOW <--- X1 Earning .811 6,372 0,000 Significant 

Y1 _FCFLOW <--- X2 CFO -1,396 -18,341 0,000 Significant 

Y1 _FCFLOW <--- X3 ACRUAL 1,132 17.134 0,000 Significant 

Y1 _FCFLOW <--- X4 WCP .244 7.326 0,000 Significant 

Y1 _FCFLOW <--- X5 INFLATION -117728428059,323 -1.661 0, 097 Not significant 

Y2_Financialdistress <--- Y1 _FCFLOW .000 - 2,164 0, 030 Significant 

Source: Significance test output processed by AMOS 

In the table above the sig value of variable X1 = 0,000 <0.05 and the value of CR 6.372 . It means that this independent variable 

partially has a positive and significant effect on the variable Y1_FCFLOW. The higher the profit will be followed by the increase 

in future cash flow as well as vice versa if the company's earnings experience decline, it will affect the decline in future cash flow. For 

the X2_CFO variable the sig value obtained is = 0,000 <0.05 and the CR value is -18,341, which means that this independent variable 

partially has a negative effect and significant to the variable Y1_FCFLOW. Higher cash flow from operation will be followed by a 

decrease in cash flow futures and vice versa. X3_Acrual on the table above the sig value of variable X3 = 0.00 <0.05 and the value 

of CR 17.134, which means that this independent variable partially has a positive and significant effect on the 

variable Y1_FCFLOW. The higher accrual component will be followed by the increase in future cash flows of companies, vice 

versa. In the table above the sig value of variable X4 _WCP = 0.00 <0.05 and the value of CR 7.326 which means that this 

independent variable partially has a positive and significant effect on the variable Y1_FCFLOW. The higher the company's working 

capital will be followed by the increase in cash flow futures, and vice versa. For variable X5_ Inflation, the value of sig variable X5 

= 0.097> 0.05 and the value of CR -1,661 which means that this independent variable partially does not significantly influence the 

variable Y1 _FCFLOW. Y1 variable future cash flow has a value of sig 0.03 <0.05 and the value of CR - 2,164 which means that this 

independent variable is partially negative and significant for the Y2 financial distress variable . The higher value of future cash 

flow will be followed by a decrease in financial distress . 

Based on the discussion above, it can be concluded for the estimation equation in this study, namely: 

Y1 = 0.811 * X1 - 1. 396 * X2 + 1,132 * X3 + 0.244 * X4117728428059.323 * X5 

Y2 = 0,000 * Y1 
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Test Direct, Indirect and Total Effects  

The direct effect is directly visible effect between exogenous and endogenous variable or of endogenous variables to the endogenous 

variables. Indirect influence is the influence between variables through other variables. Total influence is the result of combining 

direct effects and indirect influences in research. 

Table 5: Results of Tests Direct, Indirect, and Total Effects 

  
 

X1 X2 X3 X4 X5 Y1 

Driving direct 

influence ng 

Y1 0.232 -0,667 0.623 0.266 -0,060 0,000 

Y2 0,000 0,000 0,000 0,000 0,000 -0,373 

Indirect Effects Y1 0,000 0,000 0,000 0,000 0,000 0,000 

Y2 -0,086 0.249 -0,232 -0,099 0.023 0,000 

Total Influence Y1 0.232 -0,667 0.623 0.266 -0,060 0,000 

Y2 -0,086 0.249 -0,232 -0,099 0.023 -0,373 

 Source: Secondary Data processed by AMOS 24, 2018 

The output of the results can be seen the direct effect of each variable is as follow. Variable X1 net income have a direct impact 

on future cash flows (Y1) with a value of 0.232 or 23%. The effect of cash flow from operation (X2) has a direct influence on future 

cash flow with a value of -0.667 or -66%. The acrual component (X3) variable has a direct influence on future cash flow with a value 

of 0.62 or 62%. Variable working capital (X4) has a direct influence on future cash flow with a value of 0.266 or 26%. The inflation 

(X5) variable has a direct effect on  future cash flow with a value of -0.06 or 6%. Future cash flow (Y1) variable in this study has a 

direct influence on financial distress (Y2) variables with a value of -0.373 or -37%. 

In this study, future cash flow becomes mediation for independent variables (earnings, cash flow from operations, accrual 

component , inflation capital and inflation) to assess indirect influence on  financial distress. The table above provides an explanation 

as follows. Variable X1 earnings do not have a direct influence on Y2 financial distress, but have an indirect effect through Y1 

variable future cash flow with a value of -0.086 or 8.6%. The variable X2 cash flow from operation also has no direct influence on 

Y2 financial distress, but it has an indirect influence through the  future cash flow with a value of 0.249 or 24.9%. The accrual 

component variable does not have a direct influence on  financial distress, but has an indirect effect through the  future cash flow with 

a value of -0.232 or -23%. Working capital variable does not have a direct effect on financial distress variables, but has an indirect 

effect through  future cash flow with a value of -0.099 or 9.9%. The inflation X5 variable has no direct influence on financial distress, 

but through Y1 the future cash flow has an indirect effect with a value of 0.023 or 2.3%. 

 

Chi-square: 229,023; probability: 0,000 

Figure 3: Chart of Direct Effects and Indirect Effects 

Implications 

Based on hypothesis testing, the results showed that earnings, accrual components, and working capital had significant positive effect 

and significant negative influences, namely cash flow from operation, on future cash flow. It shows that financial factors affect a 

company's future cash flow. The results of this study confirm some previous research conducted by Sulistyawan and Septiyani (2015), 
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Prima and Gunawan (2015), Ebaid (2011), and Santoso (2013). The results suggest that financial factors can have both positive and 

negative effects on the company's future cash flow. These results contribute to the users of financial statements, especially 

stakeholders, to pay more attention to financial factors due to their significant impact on future cash flow. Factors such as earnings, 

accrual component, and working capital contribute positively to future cash flow, but cash flow from operation can negatively affect 

future cash flow. Meanwhile, non-financial faktör, namely inflation, does not affect future cash flow. This result rejects the notion 

that the state of the economy that is experiencing inflation does not affect the future cash flow. As previously explained that inflation 

that can affect the economic condition of a country and ultimately affect the economic condition of the company does not significantly 

affect the future cash flow of the company. These results still need to be confirmed with data or research from other countries. Thus, 

there is a difference between financial and nonfinancial factors against the company's future cash flow.  

Subsequent results documented that the implications of the impact of financial and nonfinancial factors on future cash flows on the 

possibility of financial distress of the company showed a significant negative influence. This indicates that if the future cash flow is 

disrupted it may affect the company's financial ability to meet its obligations (financial distress). The results of this study clarify the 

role of information about future cash flow for business decision making for stakeholders. These results confirm previous research 

conducted by Kordestani, et.al. (2011) and Gentry, et. al. (1990). Thus, the results of this study contribute clearly to existing literacy, 

especially those related to factors that affect future cash flow, as well as its implications for the company's financial distress. These 

results clarify the role of financial information for users of financial statements in making business decisions.  

Conclusions  

Earning has a significant positive effect on the company's future cash flow. The net profit obtained by the company in the current 

period will affect the additional cash of the company which will be used to finance operational activities in the coming period. Cash 

flow from operations has a significant negative effect on the company's future cash flow. Accrual component has a significant positive 

influence on the company's future cash flow. Accrual component which consist of account receivable, account payable, inventory 

and depreciation, each of which has a significant effect. Account Receivable identifies credit sales made by the company, where the 

company will receive cash in the coming period which will certainly affect the amount of cash that will be used for its operational 

activities. Account payable identifies the existence of credit purchases made by the company, where credit purchases will arise as a 

company liability which will later have to be paid according to the specified period and certainly will reduce the amount of cash 

owned by the company. Inventory identify the availability of inventory owned by companies that are ready for sale that are expected 

to generate cash for the company for at least the next year. Furthermore, for working capital has a significant positive effect on future 

cash flows. Working capital is an important factor for every company to run its business in the short term. Companies that have 

a positive working capital in the current year identify companies capable of carrying out their operational activities by using the 

capital owned by the company itself.  

These results provide support or evidence against the researchers' predictions as stated in the hypothesis. Evidence of the influence 

of financial factors such as earnings, cash flow from operation, accrual components, and working capital on future cash flow shows 

that stakeholders in making business decisions tend to emphasize this information. The positive effect of earnings, accrual component, 

and working capital on future cash flow proves that the increase in the value of this financial statement component is able to generate 

future cash flow, as previously explained. However, for cash flow from operation factors that have a negative effect in this study, it 

indicates that the more cash used to finance company operations will reduce the company's ability to generate future cash flow. Thus, 

stakeholders need to pay attention to this component in making decisions. Meanwhile, for the inflation factor, this study shows no 

significant effect on future cash flow. This condition is contrary to the prediction of the researcher that the economic condition which 

has increased inflation will not affect the economic condition of the company. 

Other results indicate the effect of future cash flow on financial distress. This proves that information about future cash flow is very 

important. If the company's future cash flow is in trouble, it can be a signal that the company is experiencing financial distress. 

Conversely, if the future cash flow increases, it means that the possibility of the company experiencing financial distress is also 

getting smaller. In addition, the results of this study also document the impact of the influence of independent variables on endogenous 

variables (future cash flow) on endogenous variables (financial distress). This means that the independent variables (earnings, cash 

flow from operations, working capital, and accrual components) will have an impact on financial distress if the company experiences 

future cash flow problems. 

Although the results of this study are able to show evidence that financial factors have more influence on future cash flow than non-

financial variables, the researchers admit that there are still a number of things that need to be improved. For example, regarding data 

problems, this study uses data with different levels, such as earnings and inflation. This study also only uses samples from one 

industry, and the time period the data used is still limited. Therefore, future research is expected to overcome some of these 

weaknesses. Then, further researchers are expected to be able to further explore other financial and non-financial variables that are 

thought to affect the company's future cash flow. 
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