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Abstract 
Analysis of the influence of financial distress and financial ratios using the 
Altman Z-Score and Zmijewski methods. used to conduct a thorough 
examination of financial performance periodically over a certain period of 
time. so the purpose of this study is to determine how healthy a company 
indexed by LQ45 is by analyzing factors that affect financial distress 
through financial ratios and the formula equations of the Altman Z-Score 
and Zmijewski methods. The results of this study are that the use of the 
GorgonL.V or S-SCORE method is a consistent method in predicting 
financial distress in companies, namely by approaching sales and total 
assets. By making predictions about financial distress conditions, 
companies can identify and prove factors that can cause potential 
bankruptcy. Through increased sales and effective management of total 
assets, companies have a greater chance of obtaining optimal profits, so 
they can strengthen their financial position and avoid the risk of financial 
distress in the future. 
Keywords: Financial distress, Z-Score, Zmijewski and Financial 
Performance 

 

INTRODUCTION 
In facing the era of globalization and the rapid development of the digital 

economy, companies are required to be able to maintain financial stability and 
compete sustainably. The success of a company is not only measured by the size of 
the profit earned, but also by the company's ability to maintain its business 
continuity. One of the main challenges faced by companies is the risk of financial 
distress, which is a condition in which the company is experiencing financial 
difficulties that can lead to bankruptcy if not addressed immediately. Financial 
distress can be triggered by various factors, both internal such as decreased 
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revenue, low management efficiency, and high debt burden; and external such as 
macroeconomic turmoil, regulatory changes, and competitive pressures. Therefore, 
a predictive tool is needed that is able to detect these conditions early through 
financial statement analysis. 

Not only developing in innovation, but the company must also pay attention 
to the health of a company, be it the distribution of dividends every year, the high 
selling value of shares, increasing revenue and relatively small debt. This can make 
a benchmark for a company to experience an increase in relatively healthy financial 
performance. However, it does not rule out the possibility that the company will 
also experience a decline in financial performance. seen from the high operating 
costs, the weakening of the share value, the decline in dividend payments. so that 
the company needs to be re-analyzed  financial performance. The important role of 
company management in running the company is a decrease in capital structure, 
improper asset management, and too high operating costs. so that these factors 
result in financial distress. In this study using 2 methods, namely Altman Z-Score 
and Zmijewski in analyzing the potential bankruptcy of a company. Where there 
have been several studies in various sectors of companies listed on the IDX. 

The formulation of the problem in this study is whether the Altman Z- Score 
and Zmijewski methods can predict the occurrence of financial distress on financial 
reports in the LQ45 indexed company sector on the IDX, so that from the 
formulation of the problem, the goal can be taken, namely proving the Altman Z-
Score and Zmijewski methods can predict the occurrence of financial distress on 
financial reports in the LQ45 indexed company sector on the IDX. 

The research gap from previous research is that there are differences of 
opinion regarding the accuracy of the results of measuring the bankruptcy of a 
company using the Altman Z-Score and Zmijewski methods due to sampling data 
from different company sectors such as the use of the altman z-score method in 
predicting financial distress in the sector of textile and garment companies listed on 
the IDX for the period 2009-2012. (Zakkiyah, et al: 2014), measuring financial 
distress with grover, altman z-score, springate and zmijewski methods on pt solusi 
bangun indonesia tbk (Nur Kholifah et al: 2020). The existence of this study, the 
researcher developed previous research, namely proving whether the accuracy of a 
method in measuring a company does differ by sector or vice versa. 

METHOD 
This research uses a descriptive quantitative approach. This approach is 

used to measure and describe the financial distress conditions of companies 
incorporated in the LQ45 index on the Indonesia Stock Exchange (IDX) during the 
2019-2022 period. This study aims to identify potential financial difficulties based 
on the results of financial ratio analysis using two predictive models, namely 
Altman Z-Score and Zmijewski. 

The model used in this study is comparative because it compares the results 
of financial condition classification between methods.
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Population and Sample 
The population in this study are all companies listed in the LQ45 index on 

the Indonesia Stock Exchange (IDX) during the period 2019 to 2022. 
The sampling technique used is purposive sampling, which is a sample selection 
technique based on certain criteria set by the researcher. The criteria used are: 

1. The company was consistently included in the LQ45 index during 2019- 
2022. 

2. Included in the non-financial sector. 
3. Have complete and accessible annual financial statements for the period. 
4. Provide relevant financial data for ratio calculations on the Altman Z- 

Score and Zmijewski methods. 
Based on these criteria, 45 companies were obtained as samples in this study. 

 
Data Collection Technique 

The data collection technique used in this research is documentation, 
namely by downloading and collecting annual financial reports of sample 
companies available on the official website of the Indonesia Stock Exchange 
(www.idx.co.id) and the official website of each company. 

 
Operational Definition 

The methods that will be used to analyze the financial distress of a company are 
as follows: 

1. Altman Z-Score 
The Z-Score (Altman) method is a score determined from a standard 

count times financial ratios that will indicate the level of possible 
bankruptcy of the company (Supardi, 2003: 73). Based on the 
understanding, it can be concluded that the Z-Score (Altman) method is a 
tool that takes into account and combines several certain financial ratios in 
the company in a discriminant equation that will produce a certain score that 
will indicate the level of possible bankruptcy of the company. 

In this modified Z-Score Altman eliminates variable X5 (sales to 
total assets) because this ratio varies greatly in industries with different asset 
sizes. The following is the Z-Score equation: 

Z= 1.2X1+1.4X2+3.3X3+0.6X4+1.0X5 

Z = 1.2X_1 + 1.4X_2 + 3.3X_3 + 0.6X_4 + 1.0X_5 

Z= 1.2X1+1.4X2+3.3X3+0.6X4+1.0X5 

With: 

● X₁ = Working Capital / Total Assets 
● X₂ = Retained Earnings / Total Assets 
● X₃ = EBIT / Total Assets
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● X₄ = Market Value of Equity / Total Liabilities 
● X₅ = Sales / Total Assets 

Score interpretation: 

● Z > 2.99 → Healthy 

● 1.81 < Z < 2.99 → Gray area 

● Z < 1.81 → Distress 
 

2. Zmijewski (X-score) 
According to Grice and Dugan in Topo Wijono, et al (2014), the 

Zmijewski method is a probit model which is an alternative to regression 
analysis that uses a cumulative normal probability distribution. Zmijewski's 
probit analysis uses financial ratios that measure the performance of Return 
On Assets (ROA), Levarage, and liquidity to predict the company's financial 
difficulties. The following is the Z-Score equation: 

Z =−4.3-4.5X1+5.7X2+0.004X3 

Z = - 4.3 - 4.5X_1 + 5.7X_2 + 

0.004X_3 Z =−4.3-

4.5X1+5.7X2+0.004X3 

 
With: 

● X₁ = Net Income / Total Assets 
● X₂ = Total Liabilities / Total Assets 
● X₃ = Current Assets / Current Liabilities 

Score interpretation: 

● Z > 0 → Distress 
● Z < 0 → No distress 

 
Data Analysis Technique 

The steps of data analysis in this study are as follows: 
1. Collected and prepared financial data from 45 sample companies for 

2019-2022. 
2. Calculate the required ratios based on the formula of each method. 
3. Calculating Altman Z and Zmijewski scores for each company and 

each year. 
4. Classify companies into healthy, gray area, or distress categories based 

on the criteria of each method. 
5. Comparing the classification results between methods and interpreting 

the findings to conclude the effectiveness of the two predictive models. 
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RESULTS AND DISCUSSION 

This study aims to analyze the condition of financial distress in companies 
incorporated in the LQ45 index for the period 2019 to 2022 using two prediction 
methods, namely the Altman Z-Score and Zmijewski methods. The analysis is 
based on secondary data from the annual financial statements of each company. The 
main variables used in the Altman model include working capital, retained earnings, 
EBIT, equity market value, total assets, and sales. While the Zmijewski model uses 
ROA, leverage, and current ratio variables. 

 
Table 1 

Analysis of 2019 financial statements 

 

Source: secondary data in 2019 
Analysis of financial statements in 2019 shows that there are companies that 

experience minus net income so that it can affect the health of a company such as 
EMTK (2,343,106,373) and MEDC (24,950,936). The factor that affects the 
occurrence of minus net income is the insignificant high total assets with relatively 
the same total sales, but in predicting financial distress can be predicted by various 
variables so that companies can improve their performance with other variables. 
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Table 2 
Altman z score and Zmijewski method in 2019 

 

 
Source: by the researcher 

It can be seen in the table shows the difference in data processing results 
sourced from secondary data In 2019, a number of companies showed weak 
financial conditions, characterized by a decrease in profitability and an imbalance 
between assets and liabilities. 
Altman Z-Score Method Based on the calculation results, companies such as 
EXCL (-0.899) and JSMR (-1.414) this can be predicted by X1 where WCTA 
(Work Capital Total Asset) also obtained minus results, namely EXCL (-0.226) and 
JSMR (-0.300) showing a Z score < 1.81, indicating a high risk of bankruptcy. This 
is due to the low EBIT and high debt burden. . Several other companies are in the 
"gray area" zone, which requires further monitoring. 
The Zmijewski Model method indicates that companies such as SRIL, MEDC(- 
3.905), and WSKT(-2.249) have a value > 0, signaling the risk of bankruptcy. The 
main contributing factor is the low ROA and current ratio, which reflect the 
company's inability to meet short-term obligations.
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Table 3 
Analysis of 2020 financial statements 

 

 
Source: secondary data 2020 

Analysis of the 2020 financial statements shows that there are companies 
that experience minus net income so that it can affect the health of a company. The 
companies that from 2019 to 2020 still experience minus net income are MEDC 
(177,303,520) and there are several companies that experience minus net income 
including JSMR (41,629), LPPF (873,181), PGAS (215,767,814) and 
WSKT (9,495,726,146,546). The factor that affects the minus net income is the 
high total assets so that the amount of profit before tax decreases. however, in 
predicting financial distress can be predicted by various variables so that companies 
can improve their performance with other variables.
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Table 4 

Altman z score and Zmijewski method in 2020 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: by the researcher 
2020 is a critical year due to the COVID-19 pandemic. Many companies 

experienced a drastic decrease in revenue, it can be seen in the table showing the 
difference in data processing results sourced from 2020 secondary data using two 
methods. 
Altman Z-Score method There is an increase in the number of companies that fall 
into the distress category. Companies such as LPPF (-1.934), PGAS (0.869), and 
WSKT (-1.727) showed low scores. Declining operating profit and asset utilization 
efficiency are the main causes. 
Zmijewski method Companies such as WSKT (-1.294), EXCL (-2.740), and 
MEDC (-2.845) show a Zmijewski score > 0. High leverage and negative net 
income are the main indicators of bankruptcy risk. 
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Taable 5 
Analysis of 2021 financial statements 

 
Source: secondary data in 2021 

 
Analysis of the 2021 financial statements shows that there are companies 

that experience minus net income so that it can affect the health of a company such 
as SRIL (1,074,402,760) & WSKT (1,086,240,733,799). The factors that affect the 
occurrence of minus net income are high total assets and current liabilities so that 
net income decreases. However, in predicting financial distress, it can be predicted 
with various variables so that companies can improve their performance with other 
variables.
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Table 6 
Altman z score and Zmijewski method in 2021 

 

Source: by the researcher 
In 2021, there are indications of recovery in some companies, although 

many are still unable to return to financial health. 
Altman Z-Score method where there are 3 companies that fall into the bankruptcy 
category, namely EXCL (-0591), SRIL (-13,761), and WSKT (0.970). The shift 
from distress to gray area shows an improvement, but not yet fully recovered. 
Profitability is still the main challenge. 
Zmijewski method SRIL(6.876) shows a very high score, indicating acute 
bankruptcy risk. EXCL(-2.739) and TOWR(-2.642) also show weaknesses in 
profitability and liquidity.
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Table 7 
Financial statement analysis in 2022 

 

Source: secondary data in 2022 
Analysis of financial statements in 2022 shows that there are companies that 

experience minus net income so that it can affect the health of a company such as 
SRIL (395,563,161) & WSKT (1,672,733,807,060). The factor that affects the 
occurrence of minus net income is the high total assets so that net income decreases. 
However, in predicting financial distress, it can be predicted with various variables 
so that companies can improve their performance with other variables.
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Table 8 
Altman z score and Zmijewski method in 2022 

Source: by the researcher 
The year 2022 saw a positive trend in the financial performance of LQ45 

companies. Some companies managed to turn around their financial condition. 
Altman Z-Score method There was an increase in scores for a number of 
companies. However, EXCL(-0.702) and SRIL(-2.084) still show low scores, 
indicating unstable financial conditions. 
Zmijewski method SRIL(-1.239) and WSKT(-2.985) remain in distress status 
based on Zmijewski score. Negative ROA and low current ratio are the main causes. 
 

CONCLUSION 
The conclusion of this study shows that the Altman Z-Score and Zmijewski 

methods are both effectively used to predict potential financial distress in 45 
companies incorporated in the LQ45 index on the Indonesia stock exchange with 
vulnerable years 2019 - 2022. The results of the analysis show that there are 
differences in classification between the two methods, where Zmijewski tends to be 
stricter in assessing the condition of the company. Some companies such as EXCL 
and SRIL are consistently indicated as experiencing financial distress during the 
observation period.  
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This finding confirms that the use of more than one method can provide a 

more accurate picture of the company's financial condition, so that it can assist 
management in making the right decisions to avoid the risk of bankruptcy. 
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