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Abstract 

 
Financial distress is a condition of unhealthy company financial performance 

due to financial difficulties. To avoid financial distress, companies implement 

good corporate governance practices, known as Good Corporate Governance 

(GCG). The purpose of this study is to examine the role of financial distress 

in the context of good corporate governance, based on the observed 

phenomenon. This research was conducted using a meta-analysis method 

from previous research using 24 journals with different types of business 

sectors that examined the effect of financial distress on good corporate 

governance. The results showed that the mechanism of good corporate 

governance through the proxy of the audit committee, managerial ownership, 

number of commissioners, number of directors, leverage, cash flow, and sales 

growth, has a significant relationship with financial distress. However, the 

results of good corporate governance through proxies. liquidity, institutional 

ownership, and the proportion of commissioners. independent related 

insignificantly. Other results also show that financial distress can be predicted 

by good corporate governance mechanisms through financial ratio analysis 

and macroeconomic factor analysis. 
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INTRODUCTION  

Measuring financial performance is one of several parameters that is useful 

in estimating financial difficulties that may occur in a company. For a company, 

financial performance is a necessity that must be maintained and improved so that 

the company remains well-known and liked by investors, this is reflected in the 

financial reports (Hwihanus & Ramadhani, 2019). Meanwhile, the corporate 

governance system (GCG) should be practiced as a whole throughout the 

organization, so that with good governance results in good financial conditions can 

also be achieved (Saputra et al., 2022). 

Good corporate governance is capable make the company's strategy biased 

to avoid financial difficulties. The relationship between corporate governance and 

the risk of potential financial distress has made it an important focus of corporate 
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governance studies, especially after the financial crises of 1998 and 2008. IICG 

(The Indonesian Institute for Corporate Governance) is corporate governance as a 

set of mechanisms aimed at regulating and controlling companies with the hope that 

the company can act in the interests of shareholders. 

Several studies on Financial Distress are related to Good Corporate 

Governance with various research results. Previous research by (López-Gutiérrez 

et al., 2015) revealed that financial difficulties are one of the obstacles for 

companies to make investments, so that they are not in line with the wishes of 

shareholders which is the directional mechanism of GCG. Financial difficulties will 

be an important problem that companies must face, because companies refuse all 

debt or similar contracts, such as paying dividends, as well as selling large company 

assets, this is also not in accordance with GCG principles (López-Gutiérrez et al., 

2015) 

Practice Good corporate governance can help companies in crisis situations, 

financial risk management, and can be a factor that has a significant influence on 

financial difficulties (Pristiana & Istiono, 2020). In addition, companies that 

implement GCG practices are also better able to fulfill their social responsibilities 

and maintain good relations with stakeholders all stakeholders are seriously 

considering investing financial resources to develop policies that encourage each 

component level of social behavior to contribute globally (Rodriguez-Fernandez, 

2016) 

To overcome financial distress, companies need to strengthen their Good 

Corporate Governance practices. To avoid financial difficulties, companies can 

adopt various strategies, and one effective strategy is implementing GCG practices. 

Several actions that can be taken by a company include increasing transparency and 

accountability, strengthening supervision by the board of directors, by 

implementing good corporate governance, stakeholder trust in the company's 

sustainability performance will increase (Tjahjadi et al., 2021). 

This research aims to examine the role of financial distress in the context of 

good corporate governance, based on observed phenomena. The aim of this 

research is to identify and examine the relationship between financial difficulties 

and the implementation of GCG in the business environment. Internal variables this 

research uses indicators financial distress which researchers estimate will influence 

Good Corporate Governance based on empirical studies that researchers have 

reviewed previously through previous journals. 

 

LITERATURE REVIEW 

Financial management 

According to Munirah Ira et al., (2012) are all company activities aimed at 

obtaining company assets with minimal cost and effort to use and distribute these 

funds effectively, while according to Prawironegoro (2014), financial management 

is the owner's activity companies and management to succeed in obtaining capital 

as cheaply as possible and using effective, efficient and active methods to gain 

profits. Jatmiko (2017), said financial management refers to all aspects of planning, 

monitoring, organizing and allocating a company's financial resources. 
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Profit management 

Yahaya et al., (2020) stated that profit management is a tactic used by 

management to manipulate or control financial reports using special accounting 

approaches, speeding up expenditure or income transactions, as well as through 

other strategies designed to influence short-term profits. The actions taken by 

managers in the decision-making process related to financial reporting and 

transaction arrangements aim to change the level of profit with the aim of 

influencing the company's economic performance or the results of agreements 

(contracts) based on the resulting data. 

 

Financial Distress. 

Financial Distress according to (Pratiwi et al., 2023), is a condition where a 

company experiences financial difficulties which is proven to have a risk of 

destruction. Financial distress is a situation where a company needs additional 

funds to avoid bankruptcy due to a decrease in income (Crespí-Cladera et al., 2021). 

Financial Distress (FD) A situation where a company faces difficulties, one 

of which is credit risk as a result of financial distress (Sadaa et al., 2023). 

Meanwhile, according to (Nopayanti & Ariyanto, 2018) conditions of financial 

difficulty have an influence on the audit report lag, a company experiencing 

financial difficulties usually experiences a long delay in the audit report because 

the probability of bankruptcy affects the audit delay. There are several factors that 

influence the occurrence of financial difficulties, including profitability, liquidity, 

leverage, operational capacity, sales growth and operational cash flow. 

 

Good Corporate Governance 

Good Corporate Governance is the basis of the market economic system, 

because it is closely related to public trust in companies. In an external context, 

Good Corporate Governance implemented by companies tends to gain more trust 

from investors. Based on the Organization for Economic Cooperation and 

Development (OECD), GCG is a form of framework that aims to determine the 

vision and mission of an organization or company, provide guidelines for achieving 

these targets, and enforce a supervision mechanism for the performance of the 

organization or company. The Good Corporate Governance system is designed with 

the aim of generating more value for all parties involved, with efforts to prevent 

conflicts between agents and principals which have the potential to cause increased 

agency costs (Pristiana & Istiono, 2020). 

Within the scope of this research, the governance system studied in this 

research includes institutional ownership, management ownership, directors, 

commissioners and independent commissioners. The GCG system is divided into 

two areas of control, namely internal and external. Good internal governance 

mechanisms are part of controlling the company's internal activities, including the 

implementation of general shareholder meetings (GMS), part of its internal 

processes and management meetings. Internal mechanisms are the responsibility of 

senior management, such as the Audit Committee, Board of Directors, Prosecutor's 

Office and Ownership Structure. At the same time, external mechanisms refer to 
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the way a company influences internal systems involving market surveillance as 

well as the company's legal framework. 

 

METHOD  

This research uses the meta-analysis method as an analytical approach. 

Meta-analysis is a valid, objective and scientific method for analyzing and 

combining different results (Ahn & Kang, 2018). This means that meta-analysis is 

a technique used to re-analyze research results by collecting and processing primary 

data that has been previously collected. Study it explores the influence of financial 

difficulties on governance manage the company. 

Study carried out using the method meta-analysis of previous research using 24 

journals with research from different types of business sectors that examined the 

influence of financial distress on good corporate governance. A literature search 

based on academic data was carried out to look for literature related to related 

research results (Sailer & Homner, 2020), So we looked for literature as research 

material on the topic of financial distress and good financial governance (GCG). 

 

RESULTS AND DISCUSSION  

Influence Good Corporate Governance against Financial Distress 

The influence of GCG on FD can be viewed from several types of industry 

or business. The research results of the types of companies operating in the financial 

sector are different from manufacturing companies and also companies operating 

in other fields. This is caused by industry characteristics, business scale, capital 

structure and the quality of implementation of good corporate governance 

mechanisms implemented in each type of industry. 

Study results the influence of GCG on financial distress in the financial 

sector industry shows the results have a significant effect when implementing the 

mechanism GCG is not implemented with Good. (Abugri, 2022) in the results of 

his study explained that GCG had a significant effect on Registered bank FD on the 

Ghana Stock Exchange caused by the number of boards directors and board 

managerial experience directors. But results different across studies (EL Putri et al., 

2018), GCG has no significant effect against financial difficulties if used to predict 

Commercial Banks and National Sharia in Indonesia. 

Study results in manufacturing sector companies have that result varies, 

depending on the mechanism for implementing GCG in the company. The results 

have a significant effect regarding the relationship between the application of GCG 

principles and financial difficulties, as shown by several results studies (EL Putri et 

al., 2018), (Nasiroh & Priyadi, 2018), (Giarto & Fachrurrozie, 2020) and some of 

(Maryam & Yuyetta, 2019), GCG through committee proxies audit, ownership 

managerial, number of board of commissioners, number of directors, leverage, cash 

flow, sales Growth have a significant influence on Financial distress. The results 

presented by studies differ (Adi et al., 2022), (NWKA Putri & Merkusiwati, 2014) 

and some of (Maryam & Yuyetta, 2019), good corporate governance does not have 

a significant effect through liquidity proxies, institutional ownership and the 

proportion of independent commissioners. 
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Results of studies within the company in the infrastructure sector, consumer 

goods and others shown by the study (Fathi & Jean-Pierre, 2001), (Ria Murhadi et 

al., 2018), (Kusumayani et al., 2019), some of the findings (Pramudena & Marti, 

2017) and some findings (Sastriana, 2013) shows that GCG has a significant 

influence on FD through independent director proxies, audit opinion, audit 

committee, size, type of ownership, financial reports, characteristics of the board of 

directors, commissioners and number of directors. However, there are differences 

in findings from (Mondayri & Tresnajaya, 2022), some of the findings (Pramudena 

& Marti, 2017) and some findings (Sastriana, 2013) If GCG proxy uses ownership 

institutional, ownership managerial and commissioner independent, good corporate 

governance no effect significant to financial distress. 

 

Influence Financial Distress to Good Corporate Governance  

Effect of FD on GCG shows that there is a relationship on these two 

variables. This research results from the types of companies operating in the 

financial sector which are different from manufacturing companies and also 

companies operating in other fields. Financial distress, that is refers to difficulties 

a company's finances, have a potentially damaging impact on the implementation 

and effectiveness of GCG in an organization. 

The results of studies on companies in the financial sector discovered by 

(Hassan Al-Tamimi, 2012)shows that financial distress has a negative effect on 

good corporate governance practices in UAE national banks, this is supported by 

studies from (Muranda, 2006) which states that FD can be influenced significantly 

by internal GCG detect problems in financial or banking institutions in Zimbabwe. 

However, the results of the study presented by (Brédart, 2014), predicting financial 

distress through GCG mechanisms.by the size of the board of directors, ownership 

institutional, ownership management, board commissioners, and independent 

commissioners have no significant effect on GCG, but GCG does. Overall, it can 

increase the accuracy of prediction models in financial distress. 

Results of studies of manufacturing companies by some (Pristiana & 

Istiono, 2020), financial distress has a significant effect on capital decisions, 

financial risk management, and GCG. This is supported by findings from (Yusra & 

Bahtera, 2021) revealed that financial distress can be predicted by the GCG 

mechanism through board size directors and committees audit with significant 

influence. However, some of the findings from (Pristiana & Istiono, 2020)also 

revealed that investment decisions do not have a significant effect on FD and GCG 

moderate the influence of investment decisions, capital decisions, and financial risk 

management on FD. 

Results of company studies in the consumer sector goods, infrastructure and 

others reveal that FD does not have a significant influence towards GCG. 

According to the findings (Shahwan, 2015) which revealed that FD had no effect 

significant impact on predictions in good corporate practices governance at the 

company which is listed on the Egyptian stock exchange. This is also supported by 

findings from (Li et al., 2021), it is not enough for financial distress to be predicted 

only by good corporate governance, but the predictive power can be added to 

analysis of financial ratios and macroeconomic factors. Followed by findings 
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(Pratiwi et al., 2023), financial distress with company value which is moderated by 

GCG produces an insignificant effect on the company in the field of Food and 

Beverage. 

 

CONCLUSION  

Based on the results of the analysis of the twenty-four journals above, there 

are several findings that complement each other when viewed from several business 

sectors studied, such as finance, manufacturing, infrastructure, consumer goods and 

others. 

The influence of poor GCG implementation can result in financial 

difficulties in financial companies, but GCG can be used to predict financial 

difficulties for financial companies. In the manufacturing, customer goods, 

infrastructure and other sectors, GCG is through committee proxies audit, 

ownership managerial, number of boards commissioners, number of directors, 

leverage, cash flow, sales growth have a significant influence on the occurrence of 

FD, but as a proxy for liquidity, ownership institutional and proportion. 

Independent commissioners have no influence significant but can be taken into 

consideration. 

The influence of financial distress on GCG in the financial sector has an 

influence negative, and overall GCG can increase the accuracy of prediction models 

in financial distress. In the manufacturing sector, financial distress can be predicted 

by the GCG mechanism through board size directors and committees auditing. In 

the consumer goods, infrastructure and other sectors, financial distress does not 

have a significant effect on good corporate governance practices, but the power of 

financial predictions does distress can be added to GCG mechanism through 

financial ratio analysis and analysis of macroeconomic factors. 

 

SUGGESTION 

In this article, the researcher realizes that there are several weaknesses or 

shortcomings in the preparation that has been carried out. In order to improve this 

article it is important to obtain valuable assessments and ideas from readers in order 

to improve its quality. Future research is expected to examine this more deeply 

about influence FD against GCG practices to support and strengthen this article 

regarding influence FD against GCG practices further research is needed. 

 

REFERENCES  

Abugri, A. (2022). Effect of Corporate Governance on Financial Distress: Evidence 

from Listed Firms at Ghana Stock Exchange. International Journal of 

Multidisciplinary Research and Analysis, 05(02), 319–327. 

https://doi.org/10.47191/ijmra/v5-i2-12 

Adi, S. P., Efni, Y., & Fitri, F. (2022). the Effect of Leverage and Investment 

Decisions on Financial Distress With Good Corporate Governance As 

Moderating Variable in Manufacturing Companies Listed on the Idx in 2016-

2020. International Journal of Economics, Business and Applications, 7(2), 1. 

https://doi.org/10.31258/ijeba.7.2.1-16 



Proceeding International Conference on Economic Business  
Management, and Accounting (ICOEMA)-2024 
Program Studi Doktor Ilmu Ekonomi  
Universitas 17 Agustus 1945 Surabaya-2024 
  

 

263 
 

Ahn, E., & Kang, H. (2018). Introduction to systematic review and meta-analysis. 

Korean Journal of Anesthesiology, 71(2), 103–112. 

https://doi.org/10.4097/kjae.2018.71.2.103 

Brédart, X. (2014). Financial Distress and Corporate Governance: The Impact of 

Board Configuration. International Business Research, 7(3), 72–80. 

https://doi.org/10.5539/ibr.v7n3p72 

Crespí-Cladera, R., Martín-Oliver, A., & Pascual-Fuster, B. (2021). Financial 

distress in the hospitality industry during the Covid-19 disaster. Tourism 

Management, 85. https://doi.org/10.1016/j.tourman.2021.104301 

Fathi, E., & Jean-Pierre, G. (2001). Financial distress and corporate governance: an 

empirical analysis. Corporate Governance: The International Journal of 

Business in Society, 1(1), 15–23. 

http://dx.doi.org/10.1108/14720700110389548 

Giarto, R. V. D., & Fachrurrozie, F. (2020). The Effect of Leverage, Sales Growth, 

Cash Flow on Financial Distress with Corporate Governance as a Moderating 

Variable. Accounting Analysis Journal, 9(1), 15–21. 

https://doi.org/10.15294/aaj.v9i1.31022 

Hassan Al-Tamimi, H. A. (2012). The effects of corporate governance on 

performance and financial distress: The experience of UAE national banks. 

Journal of Financial Regulation and Compliance, 20(2), 169–181. 

https://doi.org/10.1108/13581981211218315 

Hwihanus, & Ramadhani, A. D. (2019). The Analysis of The Micro and Macro 

Fundamental, Ownership Structure, Good Corporate Governance, and Capital 

Structure Effent on Financial Performance. Jurnal Ilmiah Akuntansi, 4(2), 

252–267. 

Kusumayani, N. L., Widanaputra, A. A. G. ., Wirama, D. G., & Budiasih, I. G. A. 

N. (2019). The Ability of Good Corporate Governance in Moderating the 

Effects of Financial Distress on the Velocity of Publication of the Financial 

Statements. International Journal of Multicultural and Multireligious 

Understanding, 6(5), 80. https://doi.org/10.18415/ijmmu.v6i5.1056 

Li, Z., Crook, J., Andreeva, G., & Tang, Y. (2021). Predicting the risk of financial 

distress using corporate governance measures. Pacific Basin Finance Journal, 

68(February), 101334. https://doi.org/10.1016/j.pacfin.2020.101334 

López-Gutiérrez, C., Sanfilippo-Azofra, S., & Torre-Olmo, B. (2015). Investment 

decisions of companies in financial distress. BRQ Business Research 

Quarterly, 18(3), 174–187. https://doi.org/10.1016/j.brq.2014.09.001 

Maryam & Yuyetta, E. N. A. (2019). Analisis Pengaruh Mekanisme Corporate 

Governance Terhadap Probabilitas Terjadinya Financial Distress. Diponegoro 

Journal of Accounting, 8(3), 1–11. http://ejournal-

s1.undip.ac.id/index.php/accounting 

Mondayri, S., & Tresnajaya, R. T. J. (2022). Analisis Pengaruh Good Corporate 

Governance, Intellectual Capital, Dan Arus Kas Operasi Terhadap Financial 

Distress. Jurnalku, 2(1), 25–43. https://doi.org/10.54957/jurnalku.v2i1.132 

Muranda, Z. (2006). Financial distress and corporate governance in Zimbabwean 

banks. Corporate Governance, 6(5), 643–654. 

https://doi.org/10.1108/14720700610706126 



Proceeding International Conference on Economic Business  
Management, and Accounting (ICOEMA)-2024 
Program Studi Doktor Ilmu Ekonomi  
Universitas 17 Agustus 1945 Surabaya-2024 
 

 

264 
 

Nasiroh, Y., & Priyadi, M. P. (2018). Pengaruh Penerapan GCG Terhadap Financial 

Distress. Jurnal Ilmu Dan Riset Akuntansi, 7(9), 1–15. 

Nopayanti, N. L. P. I., & Ariyanto, D. (2018). Audit Report Lag Memediasi 

Pengaruh Financial Distress dan GCG pada Ketepatan Waktu Publikasi 

Laporan Keuangan. E-Jurnal Akuntansi, 22, 2284. 

https://doi.org/10.24843/eja.2018.v22.i03.p24 

Pramudena, & Marti, S. (2017). Journal of Finance and Banking Review The 

Impact of Good Corporate Governance on Financial Distress in the Consumer 

Goods Sector. J. Fin. Bank. Review, 2(4), 46–55. 

Pratiwi, D. O., Ratnawati, T., & Maqsudi, A. (2023). The Effect of Asset Growth, 

Sales Growth and Capital Structure on Financial Distress and Value of the 

Firm in Sub-Sector Food and Beverage with Good Corporate Governance as 

Moderation. IJEBD (International Journal of Entrepreneurship and Business 

Development), 6(1), 53–69. https://doi.org/10.29138/ijebd.v6i1.2140 

Pristiana, U., & Istiono, I. (2020). Analysis of Investment Decisions, Funding 

Decisions, Financial Risk Management Impacts on Financial Distress With 

Moderation of Good Corporate Governance in Manufacturing Industry Sectors 

Listed on the Indonesia Stock Exchange. Ekspektra : Jurnal Bisnis Dan 

Manajemen, 4(2), 121–135. https://doi.org/10.25139/ekt.v4i2.3135 

Putri, E. L., Haryanto, S., & Firdaus, R. M. (2018). Mampukah Good Corporate 

Governance dan Risiko Kredit Sebagai Prediktor Financial Distress? AFRE 

(Accounting and Financial Review), 1(1), 26–35. 

https://doi.org/10.26905/afr.v1i1.2291 

Putri, N. W. K. A., & Merkusiwati, N. K. L. (2014). Pengaruh Mekanisme 

Corporate Governance, Likuiditas, Leverage, Dan Ukuran Perusahaan Pada 

Financial Distress. E-Jurnal Akuntansi Universitas Udayana, 7(1), 93–106. 

Ria Murhadi, W., Tanugara, F., & Silvia Sutejo, B. (2018). The Influence of Good 

Corporate Governance (GCG) on Financial Distress. 186(Insyma), 76–79. 

https://doi.org/10.2991/insyma-18.2018.19 

Rodriguez-Fernandez, M. (2016). Social responsibility and financial performance: 

The role of good corporate governance. BRQ Business Research Quarterly, 

19(2), 137–151. https://doi.org/10.1016/j.brq.2015.08.001 

Sadaa, A. M., Ganesan, Y., Yet, C. E., Alkhazaleh, Q., Alnoor, A., & aldegis, A. 

M. (2023). Corporate governance as antecedents and financial distress as a 

consequence of credit risk. Evidence from Iraqi banks. Journal of Open 

Innovation: Technology, Market, and Complexity, 9(2), 100051. 

https://doi.org/10.1016/j.joitmc.2023.100051 

Sailer, M., & Homner, L. (2020). The Gamification of Learning: a Meta-analysis. 

Educational Psychology Review, 32(1), 77–112. 

https://doi.org/10.1007/s10648-019-09498-w 

Saputra, V. E., Rita, M. R., & Sakti, I. M. (2022). Efek Mekanisme Good Corporate 

Governance Terhadap Kinerja Keuangan Melalui Mediasi Manajemen Laba. 

Modus, 34(1), 1–23. https://doi.org/10.24002/modus.v34i1.5000 

Sastriana, D. (2013). Pengaruh Corporate Governance Dan Firm Size Terhadap 

Perusahaan Yang Mengalami Kesulitan Keuangan (Financial Distress). 



Proceeding International Conference on Economic Business  
Management, and Accounting (ICOEMA)-2024 
Program Studi Doktor Ilmu Ekonomi  
Universitas 17 Agustus 1945 Surabaya-2024 
  

 

265 
 

Diponegoro Journal of Accounting, 2(3), 1–10. http://ejournal-

s1.undip.ac.id/index.php/accounting 

Shahwan, T. M. (2015). Crisis de la conciencia nacional en torno al 98. Historia de 

La Nación y Del Nacionalismo Español, 15(5), 543–562. 

Tjahjadi, B., Soewarno, N., & Mustikaningtiyas, F. (2021). Good corporate 

governance and corporate sustainability performance in Indonesia: A triple 

bottom line approach. Heliyon, 7(3), e06453. 

https://doi.org/10.1016/j.heliyon.2021.e06453 

Yusra, I., & Bahtera, N. T. (2021). Prediction modelling the financial distress using 

corporate governance indicators in Indonesia. Jurnal Kajian Manajemen 

Bisnis, 10(1), 18. https://doi.org/10.24036/jkmb.11228400 

 

 

 
 


