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Abstract 

This study involved companies engaging in real estate, property, and building construction companies listed in 

IDX for 2013 - 2019 period as the population. This research examines 10 factors presumed affect to dividend 

policy. A total of 21 companies distributed dividends at least once during the research period, and then 96 samples 

were selected, while 9 samples were discarded as outliers so that 87 samples were selected. Unbalanced panel data 

regression was employed using the SPSS version 22 and E-Views version 10 to analyze the data and to test the 

hypotheses. The results showed that the previous year's dividend had a positive effect on dividend policy, while 

company size had a negative effect on dividend policy. This study proved that previous year's dividend and 

company size were key variables that determined companies’ dividend policy and they were major investment 

considerations for investors in order to obtain optimal returns. This study also tries to test the conditions of the 

inconsistency of dividend distribution. 

Keywords: dividend policy, Indonesia stock exchange, real estate, property, building construction, unbalanced 

panel data 
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1. Introduction 

Besides aiming at obtaining greater profits, companies run their business activities to guarantee 

shareholders’ welfare at the maximum level (Sari & Matusin, 2019). To reach these goals, companies 

are required to increase the company value to the highest level by carrying out optimal financial 

managerial function. This function includes investment, funding and dividends policies (Hart & 

Zingales, 2017). Companies need to create proper dividend policy to ensure the sustainability of their 

business activities. Proper dividend policy also provides an opportunity for investors to obtain optimal 

investment returns (Wilburn & Wilburn, 2014). 
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Dividend policy determines the proportion of shared profit to shareholders and the total shares 

retained to increase the proportion of further investment (Sari, 2017). Dividend policy is defined as the 

distribution of company profits to shareholders which is determined through a general meeting attended 

by shareholders for certain period (Agyei & Marfo-Yiadom, 2011). In determining the proportion of 

dividends and retained earnings, several aspects should be taken into account based on company’s goals 

since the amount of dividends set by a company affects investors' interest to make investment in the 

company (Leary & Michaely, 2011). 

Yusof and Ismail (2016) conducted a study of 147 public listed companies in Malaysia. Several 

factors are presumed to influence dividend policy, namely earnings, cash flows, free cash flows, debt 

level, growth, investment, size, largest shareholders, risk, and lagged dividend. The analysis tools used 

fixed and random effects, pooled least squares model, robust standard errors on fixed-effects, and 

random-effects models. The results obtained are earnings, investment, and size have a positive effect on 

dividend policy, while debt level and largest shareholders have a negative effect on dividend policy. 

Sari (2017) identified the factors suspected of influencing state-owned companies' dividend policy 

listed on the IDX. The research period in the years 2004 - 2013 with as many as 8 companies with 

multiple linear regression. The selection of state-owned companies is because state-owned companies 

have dominant and consistent dividend distribution characteristics. Factors that are presumed to affect 

dividend policy are government ownership, firm size, growth opportunity, financial leverage, 

profitability, business risk, company age, previous year's dividend, and global crisis in 2008. The results 

obtained are firm size, previous year's dividend, and the global crisis in 2008 have a positive effect on 

dividend policy. 

Research conducted by Singla & Samanta (2018) examined the factors presumed to influence 

construction companies' dividend policy in India. The presumed factors are profitability, unstable 

earnings, institutional holding, cash flow, tangibility, liquidity, growth opportunities, the firm's age, life 

cycle, leverage, size of the firm, and taxation. The analytical tools used are the fixed effect model and 

the random effect model with robust estimation options. Profitability, life cycle, and size of the firm 

have a positive effect on dividend policy, while cash flow shows a significant negative relationship, 

indicating the presence of agency problems. 

Sharma & Bakshi (2019) identified the determinants of corporate dividend policy, involving 125 real 

estate and property companies in India as samples for 2009 – 2017 period with the co-integration 

regression. This research identified some determinants of dividend policy namely the previous year's 

dividend, agency cost, firm risk, profitability, company size, financial leverage, liquidity, company 

growth, growth opportunity, and company age. The results of this study indicated that previous year's 

dividend, firm risk, company size, and liquidity positively affected the dividend policy. 

Research conducted by Wahjudi (2020) examines the influence of predictors presumed to influence 

dividend policy in manufacturing companies listed on IDX, with the research period of 2011 - 2015. 

The predictors that are presumed to affect dividend policy are collateralizable assets, growth in net 

assets, liquidity, leverage, and profitability. The results obtained are that growth in net assets, liquidity, 

and financial leverage has a negative effect on dividend policy. 

This research identifies predictors that are presumed to have influenced companies' dividend policy 

in the real estate, property, and building construction industry listed on the Indonesia Stock Exchange 

(IDX) in 2013 - 2019. Predictors that are presumed to affect are the previous year's dividend, agency 

cost, firm risk, profitability, company size, financial leverage, liquidity, company growth, growth 

opportunity, and company age. A total of 91 companies in this industry, 21 companies distributed 

dividends at least once during the study period, which means that dividend distribution is inconsistent. 

Due to the inconsistency of dividend distribution, this study uses an unbalanced panel data approach by 
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discarding samples of those who do not distribute dividends in specific periods and companies while 

maintaining the sample that distributes dividends. 

The real estate, property, and building construction industry are interesting sector to be studied for 

their unique characteristics. As stated by the Minister of Finance of the Republic of Indonesia, the real 

estate, property, and building construction industry sector contributes significantly to national economic 

growth since this sector is directly linked to other industrial sectors including material industry, logistics, 

services, and even the financial and banking industry through housing loans. Real estate, property, and 

building construction sector provides multiplier effects on employment opportunity (Kencana, 2019). 

2. Literature Review 

Dividend policy plays an important role in projecting companies’ business outlook and it strongly 

affects the stock prices. Dividend policy also supports a company to reach its goals by maximizing 

shareholders’ welfare. Companies that regularly pay the dividends with high proportion will have their 

stock prices in the market increased, which eventually attracts investors to make investment (Tahir & 

Mushtaq, 2016).  Likewise, companies that set a relatively stable dividend distribution policy will be 

more attractive to investors. Investors’ trust in the company is influenced by the stability of the dividend 

rate, thereby avoiding investment uncertainties (Ramli & Arfan, 2011). 

Previous year's dividend is the dividend rate distributed in the period prior to the specified year that 

is affected by the dividend rate distributed in the previous period. Previous year's dividend is the 

benchmark in determining the rate of dividends distributed in the current year. Therefore, unfair 

dividend rate includes gaps in values or significant decreases from the previous period in signaling 

theory perspective. Well-planned dividend rate determination should be based on optimal targets (Sari, 

2017).  In this context, previous year’s dividend positively affects dividend rate in the current year 

(Sharma & Bakshi, 2019). 

Agency costs are costs incurred by the company, in this case the shareholders, in controlling and 

supervising the agents that carry out company management (Jensen & Meckling, 1976). Control and 

supervision are carried out by the agents to maximize shareholders’ welfare. Agency cost arises due to 

problems that occur between shareholders as the principle and the company management as the agent 

that emerges agency cost (Rita & Sarquella, 2010). Difficult problems require rapid cash flow to finance 

the costs. In this study, agency cost was measured based on free cash flow which allows cash to be 

distributed to shareholders and creditors after substituted by total investment on fixed assets, new 

products, and working capital to fund ongoing operational activities. Agency cost negatively affects 

dividend policy on free cash flow where agency cost is incurred (Arfan & Maywindlan, 2013; Sharma 

& Bakshi, 2019; Singla & Samanta, 2018). 

According to Patra et al. (2012), company risk or firm risk refers to uncertainties related to expected 

return on an investment of a company. Company risk in relation to dividend rate is interpreted as risk 

occurring from changes in the stock price within the context of fulfilling company’s capital in generating 

optimal profits. In this study, the term risk refers to the fluctuation in stock price, which is then 

interpreted as a measure of company performance in obtaining net income and in determining dividend 

policy. If the stock price increases due to higher demand for shares, the opportunity for capital will be 

higher, making it possible to obtain higher profit. The higher the company's profit, the higher the 

dividend rate and vice versa (Kaźmierska-Jóźwiak, 2015). In perspective of dividend signaling theory, 

increasing dividend rate is a signal of profit for investors. On the other hand, lower dividend rate is 

considered a bad signal as it reflects less favorable company outlook which can result in losses. Risk, 

which is interpreted as the uncertainty of returns in investment activities implicitly shows that the price 
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to earnings ratio describes the projected risk of investment in the future, and it is a parameter of company 

risk variable. (Delikartika & Ferry, 2017; Sharma & Bakshi, 2019). 

Sharma & Bakshi (2019) describes company profitability as the ability of a company to generate 

profits, from which net profit is determined to set the dividend rate. Profitability has a positive effect on 

dividend policy (Alzomaia & Al-Khadhiri, 2013). Companies with high profitability are able to set 

higher dividend rate. Higher dividend rate is also affected by the increase in demand for shares which 

allows companies to develop their business to enhance their profitability. There is a positive influence 

of profitability on dividend policy (Jensen & Meckling, 1976; Sharma & Bakshi, 2019). 

Patra et al. (2012) stated that company size describes company size based on company's total assets. 

According to Sharma & Bakshi (2019), company size is measured by several parameters that can be 

compared to other companies, such as total assets, total sales revenue, and other parameters that are 

measurable and comparable ratio scale. If the size of the company increases, the company's ability to 

earn profits will increase, which then increases the dividend rate distributed to shareholders, vice versa. 

In certain conditions when the size of a company is increasing and more profitable, the company can 

decide to reduce the dividend rate to increase the proportion of retained earnings for other investment 

((Black, 1976; Pribadi & Sampurno, 2012; Sharma & Bakshi, 2019; Yusof & Ismail, 2016).  Sharma & 

Bakshi (2019) explained that company size is measured from the revenue. High revenue reflects 

company's ability to run its business (Yusof & Ismail, 2016). 

Financial leverage is defined as the proportion of liabilities and equity on the assets of a company 

(Sari, 2017). Meanwhile, according to Zutter & Smart (2019), financial leverage describes company's 

capital structure on its liabilities and equity to its assets. Greater level of liabilities will increase the cost 

of the liabilities, while it reduces the amout of net income and decreases the stipulated dividend rate, 

vice versa (Rehman, 2012; Zutter & Smart, 2019). Companies play their executive functions in 

determining their capital structure. The capital structure that consists of debt to equity ratio (DER), 

negatively affects the dividend rate for shareholders (Alzomaia & Al-Khadhiri, 2013). 

Liquidity is defined as company's ability to pay its short-term liabilities (Zutter & Smart, 2019). 

According to Sharma & Bakshi (2019), liquidity refers to how liquid the current assets to pay short-term 

due liabilities. Companies with high liquidity are capable of paying dividends to shareholders. Liquidity 

affects the success or failure of a company. Companies that have an optimal level of liquidity can assure 

investors that their pefromance is optimal (Kaźmierska-Jóźwiak, 2015). Extremely high liquidity up to 

certain point shows the unability of a company in optimizing its assets to generate maximum profit. 

Thus, such condition leads to lower profit earned and lower dividend rate and vice versa as long as the 

liquidity does not reach the extreme point which can cause inability to pay for current liabilities 

(Kaźmierska-Jóźwiak, 2015). 

Company growth is defined as the development a company makes over time, which is measured by 

the change in year on year total assets (Sharma & Bakshi, 2019). Asif et al. (2011), company growth is 

compared to the growth made in previous year Whilst, company size can be measured by total assets, 

total revenue on sales, and other parameters (Zutter & Smart, 2019). Higher company growth is followed 

by lower dividend rate distributed since the company is considered prospective, while the company 

increases the proportion of retained earnings for future investments for greater return (Sharma & Bakshi, 

2019). Companies with strong growth tend to retain their revenue for investment. Moreover, in a high 

growth stage, companies tend to hold back their earnings due to higher demand for additional funds 

from inside and outside the company. To obtain enough fund, managers rather use internal sources 

which in this case is retained earnings, for it incurs the lowest cost of equity compared to the costs of 

debt and issuance of new shares. Such condition causes the dividend rate smaller. Thus, company growth 

rate has a negative influence on company's dividend policy (Masdupi, 2012). 
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Growth opportunity or investment opportunity refers to investment opportunities in the future (Sari, 

2017). Growth opportunity is also interpreted as a future investment opportunity influenced by stock 

market price, which then affects profitability and dividend rate (Singla & Samanta, 2018). If the higher 

the market share price, the company value will increase. High company value does not only indicate 

that the company is performing well, but also indicates that the company is prospective. Companies that 

have high investment opportunities are prospective require high funds for future investment. Therefore, 

increasing the proportion of retained earnings is the right choice. In this condition, the company will 

obtain capital from debts with a proper ratio. Within the perspective of the pecking order theory, 

companies prefer internal financing over external financing. Thus, using retained earnings is the most 

appropriate choice. Increasing the proportion of retained earnings will result in a decrease in the 

proportion of dividends for shareholders. In this context, market price to book value ratio as a proxy of 

growth opportunity positively affects dividend rate (Sharma & Bakshi, 2019). 

Company age is defined as the period between the time a company is established to the present (Sari, 

2017). Company age is also interpreted as the period during which a company runs its business as a 

legal business entity up to the specified research period (Sharma & Bakshi, 2019). A company can obtain 

higher profits based on its age. Greater age increases company's opportunity to set higher dividend rate. 

Mature companies are considered capable of generating greater profits, which in turn will increase the 

dividend rate. Younger companies are often considered immature in running its business and they obtain 

lower profit, which then reduces the dividend rate. The categorization of companies based on company 

age has a positive effect on the dividend rate. Older companies are more mature and experienced in 

running their businesses, generate higher profits and are capable in minimizing the risk of loss (Muchtar, 

Hartono, & Sari, 2020; Singla & Samanta, 2018) 

Previous studies have been carried out related to the factors affecting dividend policy, namely the 

previous year's dividend, agency cost, firm risk, profitability, company size, financial leverage, liquidity, 

company growth, growth opportunity, and company age as described in the following table. 

 

Table 1. Results of previous studies: factors affecting the dividend policy  

 

Factors 
Results of previous studies 

Positive influence Negative influence 

Previous Year’s 

Dividen 

Alzomaia & Al-Khadhiri (2013); Maldajian & El 

Khoury (2014); Meilita & Rokhmawati (2017); 

Ramli & Arfan (2011); Sari (2017) 

---------- 

Agency Cost 
Arfan & Maywindlan (2013); Auditta et al. (2014); 

Ramli & Arfan (2011) 

Mardasari (2014); Parsian & 

Koloukhi (2014) 

Firm Risk 
Delikartika & Ferry (2017); Maldajian & El Khoury, 

(2014) 
Patra et al. (2012) 

Profitability 

Al-Ajmi & Hussain (2011); Alzomaia & Al-

Khadhiri (2013); Delikartika & Ferry (2017); 

Diantini & Badjra (2016); Nurhayati (2013); 

Oktaviani & Basana (2015); Patra et al. (2012); 

Ramli & Arfan (2011); Rehman (2012); Singla & 

Samanta (2018); Yusof & Ismail (2016) 

---------- 

Company Size 

Alzomaia & Al-Khadhiri (2013); Maldajian & El 

Khoury (2014); Patra et al. (2012); Ranajee et al. 

(2018); Sari (2017); Singla & Samanta (2018); 

Yusof & Ismail (2016) 

Pribadi & Sampurno (2012) 

Financial Leverage Parsian & Koloukhi (2014) 

Oktaviani & Basana (2015); 

Patra et al. (2012); Pratiwi et al. 

(2016);.Sari & Yusra (2018); 

Yusof & Ismail (2016) 
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Liquidity 
Diantini & Badjra (2016); Patra et al. (2012); Sari & 

Sudjarni (2015) 
Nurhayati (2013) 

Company Growth ---- Sari & Sudjarni (2015) 

Growth opportunity Yusof & Ismail (2016) 

Maldajian & El Khoury 

(2014); Patra et al. (2012); 

Rizqia et al. (2013); Saleem & 

Rehman (2011) 

Company Age Badu (2019); Ranajee et al. (2018) ---------- 

 

Regarding to the objectives of this study and the literature review, the conceptual framework of this 

current study was proposed as follows.  

 
Independent variables    Dependent variables 

Previous year’s dividend    

DIVIDEND POLICY 

measured by Dividend Payout 

Ratio 

Agency Cost    

Firm Risk    

Profitability    

Company Size    

Financial Leverage    

Liquidity    

Company Growth    

Growth Opportunity    

Company Age    

 

Figure 1. Conceptual framework 

Source: Sharma & Bakshi (2019) 

 

2.1. Development of Hypothesis 

Previous year’s dividend rate affects the determination of the current year's dividend rate (Sari, 

2017). Current year's dividend rate will improve the determination of the dividend rate in order to reach 

the company's goals for the welfare of shareholders. Decreases in the current year’s dividend from the 

previous year’s shows company’s failure in reaching the company goals in maximizing shareholders’ 

welfare (Alzomaia & Al-Khadhiri, 2013; Maldajian & El Khoury, 2014). Regarding the results of 

previous studies as described, the hypotheses of this current study were formulated as follows.  

H1: Previous Year’s Dividend has a positive and significant influence on Dividend Policy. 

The agency cost incurred by the company to minimize agency problems is taken form cash flow. 

Greater agency cost issued will reduce the level of profitability which then reduces the dividend rate 

(Mardasari, 2014; Parsian & Koloukhi, 2014). Thus, the hypothesis of this study was formulated as 

follows 

H2: Agency Cost has a negative and significant influence on Dividend Policy. 

The risk of companies with high P/E ratio proxies indicates investor expectations for higher profit 

growth in the future and applies to the opposite condition. The increase in the dividend rate, which is 

set to reduce the risk of future cash flows for shareholders, will also increase the share price and P/E 

ratio. A High P/E ratio is associated with lower risk and higher dividend rates. If low P/E is associated 

with high risk, then a low dividend rate is low (Delikartika & Ferry, 2017; Sharma & Bakshi, 2019). 

Based on the description of the research results above, the following hypothesis was formulated: 

H3: Firm Risk has a significant influence on Dividend Policy. 
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Greater company profitability will increase the dividend rate since the dividend rate on net income 

is bigger, and vice versa (Al-Ajmi & Hussain, 2011; Singla & Samanta, 2018).  Based on the description 

above, the following hypothesis was formulated: 

H4: Profitability has a positive and significant influence on Dividend Policy. 

Bigger company size is believed to generate greater profits, which will make the dividend rate higher 

(Alzomaia & Al-Khadhiri, 2013). In certain conditions, when a company has positive outlook about the 

ability to earn profits, the company sets smaller dividend rate to spare more retained earnings for further 

investment (Pribadi & Sampurno, 2012). From the description above, the following hypothesis was 

formulated: 

H5: Company Size has a significant influence on Dividend Policy. 

Bigger ratio of liabilities to equity will increase the interest on debt. The greater the debt on equity, 

which then causes costs, the lower the net income which then reduces the dividend rate (Yusof & Ismail, 

2016). From the description of the research results above, the following hypothesis was formulated: 

H6: Financial Leverage has a negative and significant influence on Dividend Policy. 

The more liquid the company, the higher its dividend payout. However, extremely high liquidity will 

create an impression that the company is unable to utilize current assets for business activities, which 

possibly reduces company profitability. These conditions even reduce the dividend rate (Patra et al., 

2012). From the description above, the following hypothesis was formulated: 

H7: Liquidity has significant influence on Dividend Policy. 

Higher company growth rate indicates better business outlook. This condition will result in smaller 

dividend rate ratio against net profit in order to increase the amount of retained earnings for future 

investments (Sari & Sudjarni, 2015; Sharma & Bakshi, 2019; Silaban & Purnawati, 2016). Based on 

this description, the following hypothesis was formulated: 

H8: Company Growth has a negative and significant influence on Dividend Policy. 

Higher market price is a sign of positive sentiment in stock market. The increase in market price 

against book value indicates better opportunities for further investment. Therefore, the dividend rate will 

be set smaller than the amount of retained earnings for further investment based on the company’s 

business outlook (Maldajian & El Khoury, 2014). Based on the description above, the following 

hypothesis was formulated: 

H9: Growth Opportunity has a negative and significant influence on Dividend Policy. 

The older a company, the better the ability to generate higher profits due to better business 

experience. Older companies tend to set higher dividend rate as they are capable of making greater 

profits (Badu, 2019; Ranajee et al., 2018). Thus, the following hypothesis was formulated: 

H10: Company Size has a positive and significant influence on Dividend Policy. 

3. Method 

Hypotheses of this study were tested to examine the direction and significance of the influence of 

independent variables on the dependent variable. This study regarded unbalanced panel data of real 

estate, property, and construction companies engaged in property sectors listed in the Indonesia Stock 

Exchange (IDX) for seven years from 2013 - 2019. Unbalanced panel data regression analysis was 

carried out in the form of the ordinary least square technique using SPSS version 22 and E-Views version 

10. 
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Table 2. Calculations of the relevant variables  

 

Variable 
Measurement 

Dimension 
Formulation Reference 

Dividend Policy 

Dividend 

Payout Ratio 

(DPR) 

𝐷𝑃𝑅 =
𝐷𝑖𝑣𝑖𝑑𝑒𝑛 𝑝𝑒𝑟 𝑆ℎ𝑎𝑟𝑒

𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒 𝑝𝑒𝑟 𝑆ℎ𝑎𝑟𝑒
 

Arfan & 

Maywindlan 

(2013); Sharma 

& Bakshi 

(2019) 

Previous Year’ 

Dividend (PYD) 

Previous 

Year 

Dividend 

(PYD) 

𝑃𝑌𝐷 = 𝑡ℎ𝑒 𝑝𝑟𝑒𝑣𝑖𝑜𝑢𝑠 𝑦𝑒𝑎𝑟′𝑠 𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑 
Sharma & 

Bakshi (2019) 

Agency Cost 

(AC) 

Free Cash 

Flow 𝐹𝐶𝐹 =

𝑃𝑟𝑜𝑓𝑖𝑡 𝑏𝑒𝑓𝑜𝑟𝑒 𝑇𝑎𝑥 + 𝑑𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛
+𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 − 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

Mardasari 

(2014); Sharma 

& Bakshi 

(2019) 

Firm Risk (FR) 
Price to 

Earning Ratio 
𝑃 𝐸⁄  𝑟𝑎𝑡𝑖𝑜 =

𝑀𝑎𝑟𝑘𝑒𝑡 𝑃𝑟𝑖𝑐𝑒 𝑝𝑒𝑟 𝑆ℎ𝑎𝑟𝑒

𝐸𝑎𝑟𝑛𝑖𝑛𝑔 𝑃𝑒𝑟 𝑆ℎ𝑎𝑟𝑒
 

Sharma & 

Bakshi (2019) 

Profitability 

(PROF) 

Earning per 

share 
𝐸𝑃𝑆 =

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝐴𝑓𝑡𝑒𝑟 𝑇𝑎𝑥

𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔 𝑆ℎ𝑎𝑟𝑒𝑠
 

Sharma & 

Bakshi (2019); 

Zutter & Smart 

(2019) 

Company Size 

(SIZE) 

Sales 

Revenue 
𝑆𝑅 = 𝑛𝑎𝑡𝑢𝑟𝑎𝑙 𝑙𝑜𝑔𝑎𝑟𝑖𝑡𝑚 𝑜𝑓 𝑠𝑎𝑙𝑒𝑠 𝑟𝑒𝑣𝑒𝑛𝑢𝑒 

Sharma & 

Bakshi (2019) 

Financial 

Leverage (LEV) 

Debt to 

Equity ratio 
𝐷𝐸𝑅 =

𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦
 

Sharma & 

Bakshi (2019); 

Zutter & Smart 

2019) 

Liquidity (LIQ) Current ratio 𝐶𝑅 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

Hartono, 

Lestari, 

Wijaya, 

Hartono, & 

Tinungki 

(2020); Sharma 

& Bakshi 

(2019) 

Company 

Growth 

(GROWTH) 

Growth of 

Assets 

𝐺𝑟𝑜𝑤𝑡ℎ 𝑜𝑓 𝐴𝑠𝑠𝑒𝑡𝑠(𝑡)

=  
(𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠(𝑡) − 𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠(𝑡−1))

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠(𝑡−1)

 

Sharma & 

Bakshi (2019) 

Growth 

Opporutunity 

(GROPRT) 

Market Price 

to Book 

Value ratio 

𝑃 𝐵⁄  𝑟𝑎𝑡𝑖𝑜 =
𝑀𝑎𝑟𝑘𝑒𝑡 𝑃𝑟𝑖𝑐𝑒 𝑝𝑒𝑟 𝑆ℎ𝑎𝑟𝑒

𝐵𝑜𝑜𝑘 𝑉𝑎𝑙𝑢𝑒 𝑝𝑒𝑟 𝑆ℎ𝑎𝑟𝑒
 

Sharma & 

Bakshi (2019) 

Company Age 

(AGE) 

Company 

Age 
𝐴𝐺𝐸 = 𝑡ℎ𝑒 𝑠𝑞𝑢𝑎𝑟𝑒 𝑜𝑓 𝑙𝑜𝑔𝑎𝑟𝑖𝑡ℎ𝑚 𝑜𝑓 𝑎𝑔𝑒 

Sharma & 

Bakshi (2019) 

 

 

In this research, purposive sampling technique (Sekaran & Bougie, 2016) was employed to select 

real estate, property, and building construction companies as samples. Companies that were in the 

process of delisting were excluded. Only companies that have paid out their dividends using the 

unbalanced panel data approach, and companies that have complete financial statements were included. 

Out of 91 companies listed on the IDX during the study period, 21 companies were initially selected as 

samples, with a total of 96 observed objects. 
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The classical assumption test had to be conducted in unbalanced panel data regression using the 

ordinary least square approach. The classical assumption tests carried out in this study included the 

normality error test (ɛ), multicollinearity test, autocorrelation test, and heteroscedasticity test. A total of 

9 observation objects were considered outliers and were discarded in order to pass the classical 

assumption test, leaving 87 objects to be analyzed in the data processing (Lainun, Tinungki, & Amran, 

2018; Tinungki, 2019). 

The normality test for errors was carried out using the Kolmogorov-Smirnov Test. The cut-off value 

for the normality error test was α>5%, which result was in the form of violation-free normality 

assumption. The exact-sig.value was obtained at 0.969, indicating thatexact-sig>α(5%). Therefore, the 

regression model in this study was declared violation-free in the normality assumption test. 

 

Table 3. Variance inflation factor in the multicollinearity test 

 

Variable PYD AC FR PROF SIZE LEV LIQ GROWTH GROPRT AGE 

VIF 2.005 1.255 1.936 1.709 1.847 1.707 1.412 1.620 2.482 1.398 

Source: Output of SPSS version 22. 

 
The multicollinearity test was carried out with a variance inflation factor (VIF). The cut-off value for 

the multicollinearity test was set at VIF<10. The multicollinearity test resulted in VIF values for the 

previous year's dividend, agency cost, firm risk, profitability, company size, financial leverage, liquidity, 

company growth, growth opportunity, and company age < 10. The results of this test indicated that the 

data were violation-free. 

In the autocorrelation test using the Durbin Watson test, the cut-off value was set as recommended 

by Gujarati & Porter (2011) at dL = 1.4056 and dU = 1.9131. Thus, areas between 1.9131 to 4-dU = 4 - 

1.9131 = 2.0869 are considered violation-free. The results of the durbin Watson test showed a value of 

1,906 with margin which was categorized very small and was rounded down to the lower bound of the 

area free of autocorrelation assumptions. Hence, the regression model was declared free from violations 

of the autocorrelation assumption. 

Heteroscedasticity test was carried out in the form of glacier test. The results of this test indicated 

that even when no outlier data was found, some variables remained to have sig values <5%, showing 

that the data were free from violations of the heteroscedasticity assumption. 

The adjusted R2 was 59.3%. Therefore, 59.3% of the independent variables, namely the previous 

year's dividend, agency cost, firm risk, profitability, company size, financial leverage, liquidity, 

company growth, growth opportunity, and company age, can explain variations dividend policy by 

59.3%. Meanwhile, the rest 40.7% was explained by other independent variables outside this study. 

The p-value obtained from the F-test on the regression model showed the influence of previous year's 

dividend, agency cost, firm risk, profitability, company size, financial leverage, liquidity, company 

growth, growth opportunity, and company age on dividend policy was 0.000. Hence, there was at least 

1 dependent variable with a significant effect on dividend policy as the dependent variable. 
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4. Results  

Table 4. Descriptive statistics 

 

Proxied variable N Mean Mininum Maximum 
Standard 
deviation 

DPR 87 0.15965 0.02382 0.63813 0.11890 

PYD 87 130271.14 0.00000 1786226 216588.27 
FCF 87 0.06086 -0.36021 0.26856 0.07382 
PER 87 13.64810 1.99369 50.77050 8.43042 
EPS 87 228.33972 5.01432 1264.90333 363.61326 
SR 87 14.40005 12.37695 16.27125 1.10538 
DER 87 0.86825 0.08401 2.24187 0.44003 
CR 87 2.50979 0.24050 11.39857 1.96397 
Growth 87 0.17762 -0.16422 1.48775 0.22152 
PBR 87 1.75047 0.37713 7.60417 1.45733 
AGE 87 2.25525 1.00000 2.79591 0.32155 

Source: Output of SPSS version 22. 

 

The results of descriptive statistics are presented in table 3 including the mean values, minimum 

values, maximum values, and standard deviations for the 11 variables. A total of 87 samples of real 

estate, property, and construction property companies listed on the Indonesia Stock Exchange (BEI) 

were involved. 

 
Table 5. The results of partial test 

Proxied independent 

variable 

Dependent variable: dividend policy  
Based on  

Dividend payout ratio 

Coefficient 
Significance 
(two-tailed) 

Significance 
(one-tailed) 

Decision 
(α = 5%) 

Constant 0.559 0.000 0.000 ----- 

PYD 0.0000003134 0.000 *0.000 Accepted 

FCF -0.187 0.136 *0.068 Rejected 

PER -0.001 *0.428 0.214 Rejected 

EPS -0.00013 0.000 *0.000 Rejected 

ln SR -0.040 *0.000 0.000 Accepted 

DER 0.011 0.663 *0.331 Rejected 

CR 0.002 *0.752 0.376 Rejected 

GROWTH -0.033 0.481 *0.240 Rejected 

PBR 0.052 0.000 *0.000 Rejected 

Log2AGE -0.042 0.164 *0.082 Rejected 

Source: Output of SPSS version 22. 

 

 

The results of descriptive statistics are presented in table 3 including the mean values, minimum 

values, maximum values, and standard deviations for the 11 variables. A total of 87 samples of real 

estate, property, and construction property companies listed on the Indonesia Stock Exchange (BEI) 

were involved. 
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𝐷𝑃𝑅 = 0,559 + 0,0000003134 𝑃𝑌𝐷 − 0,187 𝐴𝐶 − 0,001 𝑃𝐸𝑅 − 0,00013 𝐸𝑃𝑆 − 0,040 𝑙𝑛 𝑆𝑅
+ 0,011 + 0,002 − 0,033 𝐺𝑅𝑂𝑊𝑇𝐻 + 0,052 𝑃𝐵𝑅 − 0,042 log2 𝐴𝐺𝐸 

 

The results of descriptive statistics are presented in table 4 including the mean values, minimum 

values, maximum values, and standard deviations for the 11 variables. A total of 87 samples of real 

estate, property, and construction property companies listed on the Indonesia Stock Exchange (BEI) 

were involved. 

5. Discussion 

H1: Previous Year’s Dividend has a positive influence on Dividend Policy  

The results of regression test showed that previous year's dividend had an influence coefficient of 

0.0000003134 with a significance value of 0.000. Thus, previous year's dividend significantly and 

positively affected the dividend policy. These results support Sharma & Bakshi (2019) who found that 

previous year's dividend has a positive and significant effect on dividend policy. The results of research 

conducted by Alzomaia & Al-Khadhiri (2013); Meilita & Rokhmawati (2017); Ramli & Arfan (2011); 

and Sari (2017)  also found similar results. It is evident that previous year’s dividend rate is a benchmark 

in determining the current year’s dividend rate. Therefore, dividend rate should not be set significantly 

lower than the previous year’s (Sari, 2017; Sharma & Bakshi, 2019). The company determines a higher 

current dividend rate, which refers to the previous dividend rate (Alzomaia & Al-Khadhiri, 2013). 

Dividend signaling theory also supports that the current dividend distribution is a signal of dividend 

distribution in the future (Meilita & Rokhmawati, 2017). 

H2: Agency Cost has a negative and significant influence on Dividend Policy  

The regression test showed that free cash flow had an influence coefficient of -0.187 with a 

significance value of 0.068, indicating that agency cost had no influence on dividend policy. Likewise, 

Sharma & Bakshi (2019)  also stated that agency cost does not affect dividend policy. Similar results 

were also found by Bahri (2017); Pujiastuti (2008); and Yusof & Ismail (2016). Agency cost issued to 

minimize agency conflict does not affect dividend policy Sharma & Bakshi (2019). This insignificant 

negative effect is expected to illustrate that if the proportion of cash flow to total assets is higher, the 

company will pay dividends to be smaller (Pujiastuti, 2008). Free cash flow does not affect because the 

company allocates quite a lot of funds for capital expenditures so that it is not proven to be able to 

accommodate agency conflicts that occur in the company (Bahri, 2017). 

H3: Firm Risk has a significant influence on Dividend Policy  

Price to earnings ratio obtained an influence coefficient of -0.001 with a significance value of 0.428, 

showing that firm risk did not affect dividend policy. On the contrary, Sharma & Bakshi (2019) argued 

that firm risk has a positive influence on dividend policy. Meanwhile, Kaźmierska-Jóźwiak (2015) 

assured that firm risk does not affect dividend policy since stock market prices or market price 

fluctuation does not affect the dividend rate set by the company. Sari (2017) also found that the risk 

outcome does not affect dividend policy. It does not affect the risk of dividend policy because the large 

or small value of the price earnings ratio does not increase or decrease investors' risk in investing. 

Investors consider that the higher the value of the price to earnings ratio will increase risk and increase 

returns, but this shows the assumption of investors that the company will generate large returns to 

investors in the form of dividends due to higher risk is not proven (Delikartika & Ferry, 2017).. 

H4: Profitability has a positive and significant influence on Dividend Policy  

The coefficient of earning per share was found at -0.00013 with a significance value of 0.000. 

Therefore, profitability has no influence on dividend policy. Similarly, Sharma & Bakshi (2019) stated 
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that there is no influence of profitability on dividend policy. These results are also in line with Rizqia et 

al. (2013); and Sari (2017) who stated that profitability does not affect dividend policy. Hence, the level 

of net profit earned by a company is not proven to affect the determination of the dividend rate, where 

higher net profit leads to lower dividend rate as company management rather focuses on increasing the 

amount of retained earnings for future investment. A higher level of retained earnings indicates that 

companies prioritize their funding needs from internal financing through retained earnings (Rizqia et 

al., 2013). 

H5: Company Size has a significant influence on Dividend Policy  

The transformation of the natural logarithm of sales revenue has an influence coefficient of -0.040 

with a significance value of 0.000, showing that company size negatively affected on dividend policy. 

This result is contradictory to Sharma & Bakshi (2019) who found that company size did not affect 

dividend policy. Several studies showed similar results as this current study including Nurhayati (2013); 

and Pribadi & Sampurno (2012) who found that company size negatively affected dividend policy. It 

has been confirmed that companies with bigger company size and prospective business outlook tend to 

reduce the proportion of dividends and increase the amount of retained earnings for future investment 

(Pribadi & Sampurno, 2012). 

H6: Financial Leverage has a negative and significant influence on Dividend Policy  

The regression test showed an influence coefficient of debt to equity ratio at 0.011 with a significance 

value of 0.331. Therefore, financial leverage has no effect on dividend policy. This result supports 

Alzomaia & Al-Khadhiri (2013); Delikartika & Ferry (2017); Sharma & Bakshi (2019); Singla & 

Samanta (2018) in which financial leverage was found to have no influence on dividend policy. In 

another word, company's capital structure, which is a comparison between debt and equity has no effect 

on the determination of the dividend rate (Singla & Samanta, 2018). In this condition, one of the 

common alternatives that the company makes is to prioritize the profit earned for debt repayment 

compared to dividend distribution. (Delikartika & Ferry, 2017). 

H7: Liquidity has a significant influence on Dividend Policy  

In the regression test, the influence coefficient of current ration was 0.002 with a significance value 

of 0.376, indicating that liquidity variable did not affect dividend policy. Similar result was also found 

by Sharma & Bakshi (2019). Maldajian & El Khoury (2014); Rehman (2012); and Singla & Samanta 

(2018) also found similar results, stating that liquidity does not influence dividend policy. The absence 

of meaningful influence shows the level of liquidity of a company in relation to the ability to payout 

current liabilities in order to obtain greater profits has no influence on dividend policy (Singla & 

Samanta, 2018). This condition shows that the company's current assets are prioritized for financing the 

company's short-term operations, further new investment, fulfilling short-term debt, or purchasing assets 

(Delikartika & Ferry, 2017; Rehman, 2012). 

H8: Company Growth has a negative and significant influence on Dividend Policy  

The growth of total assets showed an influence coefficient of -0.033 with a significance value of 

0.240 in the regression test. Hence, company growth variable did not affect the dividend policy. This 

result goes contradictory to Sharma & Bakshi (2019) who found a negative influence between company 

growth and dividend policy. The results of this current study support the ones of Alzomaia & Al-

Khadhiri (2013); Diantini & Badjra (2016); and Pribadi & Sampurno (2012) who confirmed that 

company growth does not affect dividend policy. In another word, the level of company growth does 

not affect the dividend rate set by a company. The growth of total assets is prioritized for allocating the 

company's business operations so that the company's assets are held at a high level and do not affect 

dividends. The higher the company's growth rate, the higher the need for funds to finance the company's 
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total assets. The profit earned by the company is prioritized for financing the expansion or growth of the 

company rather than dividends (Diantini & Badjra, 2016; Pribadi & Sampurno, 2012). 

H9: Growth Opportunity has a negative and significant influence on Dividend Policy  

The regression test showed the market price to book value ratio obtained an influence coefficient of 

0.052 with a significance value of 0.000, showing that the growth opportunity had no influence on 

dividend policy. Sharma & Bakshi (2019) also found similar results. In addition, this result also supports 

Pribadi & Sampurno (2012) who did not find any influence of growth opportunity on dividend policy. 

Companies in a high growth rate condition require high company funds, then indirectly, they negatively 

affect the dividend rate. This high need is due to the company requiring funds earmarked to finance 

investment activities, expansion, and others. The company's internal funding originating from high 

retained earnings reduces the dividend portion of net income. However, this condition does not show a 

dominant significance because funds for expansion and investment are purely from the company's 

policies, which originate as a whole from retained earnings or debt (Pribadi & Sampurno, 2012; Yusof 

& Ismail, 2016). 

H10: Company Age has a positive and significant influence on Dividend Policy 

The regression test showed an influence coefficient of -0.042 with a significance value of 0.082 for 

the transformation of the squared logarithm of the company age. It indicates that company age had no 

effect on dividend policy. Similarly, Sharma & Bakshi (2019)  also did not find any influence of 

company age on dividend policy. Pratiwi et al. (2016); Sari (2017); and Singla & Samanta (2018) also 

asserted that company growth does not affect dividend policy because the company age which is 

assumed to reflect company’s maturity in running its business has no influence on dividend rate for 

shareholders. (Sari, 2017). 

6. Conclusions 

It can be drawn into conclusion that previous year's dividend has a positive influence on dividend 

policy, while company size has a negative influence on dividend policy. Whereas, agency cost, firm 

risk, profitability, financial leverage, liquidity, company growth, growth opportunity and company age 

have no significant influence on dividend policy. 

Before increasing the dividend rate for shareholders, the real estate, property, and building 

construction companies should consider the previous year's dividend and company size by: (a) 

increasing the previous year's dividend rate to increase the current year’s dividend rate; (b) maintaining 

firm size to be able to increase the dividend rate. 

Prior to making investment in real estate, property, and building construction companies, investors 

are suggested to take into account company performance as reflected in the previous year's dividend and 

company size to ensure that their investment are profitable. This study also tries to test the conditions of 

the inconsistency of dividend distribution. Besides, this research fills the lacuna in the existing literature 

by focusing on analyzing by using the unbalanced panel data regression with the ordinary least square 

technique. 

This study limitedly examined companies engaged in real estate, property, and building construction 

sector. Only 21 companies matched the criteria and were sampled. Future researchers are encouraged to 

develop this study by involving more samples from relevant sectors such as the infrastructure, utilities 

and transportation industries 
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Penentu Kebijakan Dividen pada Perusahaan Real Estate, Properti, dan Konstruksi Gedung 

yang Terdaftar di BEI dengan Pendekatan Data Panel Tidak Seimbang  

Abstrak 

 

Penelitian ini melibatkan perusahaan yang bergerak di bidang real estate, properti, dan konstruksi bangunan yang 

terdaftar di BEI periode 2013 - 2019 sebagai populasi. Penelitian ini mengkaji 10 faktor yang diduga 

mempengaruhi kebijakan dividen. Sebanyak 21 perusahaan membagikan dividen minimal satu kali selama periode 

penelitian, kemudian dipilih 96 sampel, sedangkan 9 sampel dibuang sebagai outlier sehingga dipilih 87 sampel. 

Regresi data panel tidak seimbang digunakan dengan menggunakan SPSS versi 22 dan E-Views versi 10 untuk 

menganalisis data dan menguji hipotesis. Hasil penelitian menunjukkan bahwa dividen tahun sebelumnya 

berpengaruh positif terhadap kebijakan dividen, sedangkan ukuran perusahaan berpengaruh negatif terhadap 

kebijakan dividen. Penelitian ini membuktikan bahwa deviden tahun sebelumnya dan ukuran perusahaan 

merupakan variabel kunci yang menentukan kebijakan deviden perusahaan dan menjadi pertimbangan investasi 

utama bagi investor untuk mendapatkan imbal hasil yang optimal. Penelitian ini juga mencoba menguji kondisi 

inkonsistensi pembagian dividen. 

 

Kata kunci: kebijakan dividen, Bursa Efek Indonesia, real estat, properti, konstruksi bangunan, data panel tidak 

seimbang 

 

 


