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Abstract

This study examines the influence of free cash flow, capital structure,
investment opportunities, and firm growth on dividend policy among
mining companies listed on the Indonesia Stock Exchange (IDX) over
the observation period. The research applies multiple regression analysis
based on secondary data derived from financial statements and annual
reports. The findings reveal that free cash flow, capital structure, and
firm growth do not have a significant impact on dividend policy. In
contrast, investment opportunities show a positive and meaningful
effect on dividend decisions. Collectively, these variables are found to
influence dividend policy, although the model explains only a limited
portion of its variation, indicating that other factors beyond the scope
of this study also play a role. The results suggest that investment

opportunities serve as an important consideration for management in
determining dividend policy, while free cash flow, capital structure, and
firm growth are not the primary determinants.

DOI:
10.20885/jcavol7.iss3.art7

Copyright ©2025

This is an open access under
CC-BY-SA LICENSE

Introduction

In carrying out its operational activities, the company will require sources of funding. One thing that
can help in funding activities in a company is investment. The sources of funds obtained do not only
come from internal funds but also from external parties who feel they have excess funds and will
invest their money, either through investments in real assets or financial assets (Attahiriah et al., 2020).

Investment is an activity of placing capital, whether directly or indirectly, with the hope
that at a later time the capital owner will obtain a certain profit from the results of that investment
(Dewi, 2023). In investing in companies, problems often arise related to dividend policy, which is
the policy of determining the distribution of profits earned by the company at the end of the year
to be paid as dividends to shareholders or retained to increase capital to finance future investments
(Rice & Sulia, 2014). Investors invest capital to obtain profits while considering risks, and financial
reports serve as the main guideline in decision-making. The company's profits can be distributed
as dividends or retained for internal financing, so the dividend policy must be established correctly
to be balanced for all parties. Dividends also serve as a signal to investors, where a decrease in
dividends from the previous year indicates that the company's financial condition is not good and
can reduce investment interest. Thus, the dividend policy becomes an important incentive for
investors in investing their capital (Hariyani, 2023).
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The phenomenon of dividend policy is often seen even in Indonesia itself, leading to issues
raised by various parties or industries. At PT. Indo Tambang Raya Megah Tbk. (ITMG), dividends
have been distributed twice in 2023, with the first dividend in April 2023, where ITMG paid a cash
dividend of Rp 6,416 per share with a yield of 16%. The total dividend from the company's profit
for the 2022 fiscal year reached USD 774 million, or Rp 12 trillion when converted, equivalent to
65% of the company's net profit. Then, the second dividend was distributed in September 2023,
where ITMG paid an interim dividend of Rp 2,660 per share or USD 199.27 million, amounting
to Rp 3 trillion, representing 65% of the net profit with a dividend yield of 9.11%. Despite ITMG's
financial performance in the first half of 2023 declining by 33.39%, the company still managed to
achieve a net profit of Rp 4.66 trillion (Widiarko, 2023).

Quoted from cnnindonesia.com (2021), PT Bukit Asam Tbk (PTBA) distributed dividends
amounting to Rp835 billion. The amount of dividends distributed is 35% of the company's total
net profit in 2020, which is Rp2.4 trillion. Although many companies distribute dividends regularly
every year, there are some companies that do not do so due to various challenges faced by the
company, resulting in no dividend distribution on company stock ownership. The phenomenon of
companies not distributing dividends due to a decrease in the company's income in the previous
year can be seen in PT Borneo Olah Sarana Sukses Tbk (BOSS), which decided not to distribute
dividends in 2019, as cited from the results of the General Meeting of Shareholders held on August
28, 2020. Additionally, PT Darma Henwa Tbhk (DEWA) also did not distribute dividends in 2019;
this decision is the same as the previous year when this company also did not distribute dividends
in 2018.

The phenomenon described above illustrates that a company's dividend policy is not always
determined by the amount of profit, but is influenced by financial conditions, management
strategies, and the company's objectives. Some companies, such as ITMG and PTBA, continue to
distribute large dividends even when performance declines as a positive signal and an effort to
maintain investor confidence, while other companies, such as BOSS and DEWA, choose not to
distribute dividends due to facing financial constraints and the need to maintain liquidity. This
indicates that dividend policies are strategic and vary for each company according to the situations
and priorities they face.

The decision on dividend distribution is determined through the General Meeting of
Shareholders, and the dividend policy is influenced by several factors, including free cash flow,
capital structure, investment opportunities, and company growth. Free cash flow reflects the cash
available after operational and investment needs, which according to several studies positively
affects dividend policy (Veronika & Munandar, 2022; Adiwibowo et al., 2021), while other research
shows no impact (Gas, 2023). Capital structure is also related to dividend policy, where reliance on
debt tends to reduce dividend payments (Fasridon, 2022), although there are studies that state
otherwise (Purwaningsih & Lestari, 2021). In addition, investment opportunities can influence
dividend policies as they reflect the company's growth prospects (Mulyani et al., 2022), but research
results still show discrepancies (Muslimin & Wenten, 2023). Another factor is company growth,
which usually increases the chances of dividend distribution (Wulandari et al., 2022), although some
studies also state that it has no effect (Sitorus, 2022). Thus, dividend policies are influenced by
various internal factors of the company, but empirical findings still show diverse results.

This research is a development of the study by Taniel et al. (2024) which focuses on
manufacturing companies during the period 2015-2019 with variables of free cash flow, capital
structure, and investment opportunity set on dividend policy. However, this study still has
limitations because it has not considered the growth factor of the company which may also affect
dividend policy. In addition, the use of manufacturing company subjects during this period has not
been able to represent the conditions of other sectors, especially the mining sector which has
different financial characteristics and dividend distribution patterns. Therefore, this research aims
to fill that gap by adding the variable of company growth, using mining companies as the subject,
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and extending the observation period to 2019-2023, so it is expected to provide a more
comprehensive picture of the factors affecting dividend policies in different sectors.

Literature Review
Agency Theory

The agency theory was developed by Jansen and Mackling in 1976. This theory describes the
relationship between shareholders (principals) and management (agents), where shareholders grant
authority to management to run the company in order to achieve common goals. However, because
management has more information about the company's condition than shareholders, conflicts of
interest or agency problems may arise if management does not act according to the expectations
of the shareholders.

Agency theory relates to dividend policy because the dividend policy decisions
implemented in a company are related to management behavior. The company, as an agent, must
manage investment assets optimally to provide maximum dividends to shareholders. However, this
relationship can lead to conflicts of interest resulting in agency costs, which are expenses incurred
to ensure that management acts in accordance with the interests of shareholders, such as
monitoring costs, bonding costs, and residual costs. Therefore, it is important for management to
perform their duties well to maintain the trust and objectives of the shareholders (Heliani et al.,
2022). This theory holds that dividends can be used as an alternative control method when
ownership requirements or governance are unfavorable to shareholders, and dividends encourage
managers to use available resources more effectively. As a mechanism of discipline and oversight,
dividends are designed to reduce the agency costs of equity (Lilis & Suryanto, 2017).

Signaling Theory

Signal theory was first proposed by Spence in 1973. This theory explains that the sender
(information owner) provides a signal or cue in the form of information that reflects the condition
of a company which is beneficial for the recipient (investor). Signal theory states that companies
should provide signals in the form of information to users of financial reports regarding what has
been done by management to realize the owner's desires. This theory emphasizes the importance
of the information released by companies for investment decisions made by outside parties (Amri,
2022).

This signaling theory explains that information about cash dividends paid is regarded by
investors as a signal of the company's future prospects. This assumption arises due to the existence
of asymmetric information between managers and investors, leading investors to use dividend
policies as a signal regarding the company's prospects. An increase in dividends is seen as a positive
signal, meaning the company has good prospects, which results in a positive stock price reaction.
Conversely, a decrease in dividends is considered a negative signal, indicating that the company has
less favorable prospects, resulting in a negative stock price reaction (Pramastuti, 2007).

Dividend Policy

Dividend policy is a very important aspect to be used as a benchmark for investors in investing
their capital with the aim of obtaining maximum returns, and corporate management can make
good decisions for the company with the goal of being able to reinvest with investors (Nabela &
Widyawati, 2022). The determination of dividend distribution is an important stage in the
company's financial policy and influences stakeholders including shareholders, creditors, managers,
and other external parties (Ariada & Wulandari, 2024).

In making financial decisions, one of the key aspects is to decide on dividend policy, which
requires an understanding of the company's financial condition. To comprehend the company's
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financial situation, an analysis of the company's financial statements is necessary (Lestari et al.,
2017). Dividend policy can be observed in the company's dividend payout ratio, which reflects the
percentage of profits distributed in the form of cash dividends, meaning that the amount of
dividends will influence shareholders' investment decisions and, on the other hand, affect the
company's financial condition (Rahman et al., 2022).

Hypothesis Development

Free cash flow is the excess cash available to investors (shareholders and debt holders) after the
company has invested in fixed assets and current assets and met its operational needs. The decision
on whether to distribute the profits earned by the company to shareholders depends on the free
cash flow available. The amount of dividends distributed depends on the General Meeting of
Shareholders (GMS) in the company (Sejati et al., 2020). With this, management can also prevent
unnecessary financing and prioritize the dividend payment process for the shareholders (Veronika
& Munandar, 2022).

Agency theory explains that the existence of conflicting interests between shareholders who
desire financial outcomes and managers who pursue incentives can lead to conflicts, thus free cash
flow needs to be distributed in the form of dividends to prevent misappropriation by management
(Lilis & Suryanto, 2017; Trisna & Gayatri, 2019). Additionally, free cash flow is also related to
signaling theory as it reflects management's success in managing the company, where stable free
cash flow indicates the company's ability to pay dividends without relying on debt and provides
assurance to shareholders (Yunita & Subardjo, 2023). The research conducted by Adiwibowo et al.
(2021), Dhaneswara and Haryanto (2019), and Veronika and Munandar (2022) show that free cash
flow positively affects dividend policy. Based on the theoretical exposition and also the results of
previous studies, the hypothesis proposed in this research is as follows.

H1: Free cash flow has a positive effect on dividend policy.

According to Brigham and Houston (2011), their book states that capital structure is the
way an entity finances its operations and investments in the long term. Dividend policy and capital
structure are correlated because the amount of debt in the capital structure affects how the
company's profits are used. If debt is high, the dividends distributed may be more limited because
the company must prioritize debt and interest payments. Conversely, if debt is lower and profits
are high, the company can be more flexible in providing dividends to investors (Hartawan &
Lestari, 2021).

Agency theory explains that managers often have interests different from those of
shareholders, so the use of debt in the capital structure can serve as a control mechanism to limit
the managers' flexibility and align interests with shareholders (Trisna & Gayatri, 2019; Buchdadi et
al., 2019). Research conducted by Veronika and Munandar (2022), Fasridon (2022), and Wiyono
and Rana (2023) shows that capital structure has a negative effect on dividend policy. Based on
theoretical explanations and previous research results, the hypothesis proposed in this study is as
follows.

H,: Capital structure negatively influences dividend policy.

Investment opportunities describe the extent of investment chances available for a
company, but are heavily dependent on the company's expenditure for future interests. Companies
with high investment opportunities tend to provide low dividends because management believes
that the funds are better reinvested back into the company, in order to generate greater profits in
the future. This is done to support the growth and sustainability of the company, by prioritizing
the reinvestment of retained earnings over the distribution of dividends to shareholders (Hidayat,
2019).
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Agency theory explains that companies with many investment opportunities tend to pay
lower dividends because profits are allocated to finance new projects, whereas if investment
opportunities are limited, the dividends distributed will be higher (Noviyana & Rahayu, 2021).
Furthermore, in the context of signaling theory, investment opportunities serve as an important
signal to the market, where information regarding the company's growth prospects can enhance
investor confidence, while a decline in the company's value will send a negative signal that reduces
investment interest (Hariyani, 2023).

Research conducted by Sitorus and Marbun (2024), Sukarti et al. (2023), and Citta et al.
(2022) shows that investment opportunities have a positive effect on dividend policies. Based on
the theoretical exposition and previous research results, the hypothesis proposed by the study is as
follows:

Hs: Investment opportunities have a positive impact on dividend policy

Company growth refers to the increase or decrease in the total assets owned by the
company. The assets of a company are the resources used for the operational activities of the
company, which are expected to improve the company’s operational results, thereby increasing
external parties' confidence. Additionally, company growth can send positive signals that are hoped
for by both internal and external parties of the company. From an investot's perspective, company
growth is a sign that the company has favorable aspects, so investors expect a good return on their
investment (Mawardi, 2020).

Agency theory explains that high company growth encourages management to retain
profits and lower the dividend payout ratio to support expansion and increase long-term corporate
value, even though it may conflict with the interests of shareholders who desire dividends (Nai et
al., 2022). Meanwhile, signaling theory views growth as a positive signal regarding the company's
future performance prospects, thus an increase in assets and sales assures investors that the
company has good opportunities for development (Sejati et al., 2020; Goldwin & Handayani, 2022).

The research conducted by Nai et al. (2022), Rosalita and Suyatmin (2024), and Wiyono
and Rana (2023) indicates that company growth has an impact on dividend policy. Based on the
theoretical explanation and the results of previous studies, the hypothesis proposed in the research
is as follows:

H.: the growth of the company positively influences dividend policy

Figure 1 shows the research framework illustrating the influence of independent variables,
which consist of free cash flow, capital structure, investment opportunities, and company growth
on dividend policy as the dependent variable.

Free Cash Flow

Capital Structure

Dividend Policy

Invesment Opportunities

Company Growth

Figure 1. Research Framework
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Research Method
Research Object

The subject of this research is mining companies listed on the Indonesia Stock Exchange from
2019 to 2023. The sampling method used is purposive sampling. The type of data used is
quantitative, utilizing secondary data sources in the form of annual financial reports for the period
of 2019-2023 obtained from the official website of the Indonesia Stock Exchange.

Data Analysis Techniques

The data analysis method used in this research is through statistical calculations, specifically using
E-Views 12 software to assist in hypothesis testing.

Definition And Measurement of Variables

The dependent variable in this study is the dividend policy. Dividend policy refers to the decisions
made by the company regarding how the profits earned will be allocated, either to be distributed
to shareholders in the form of dividends or retained within the company for future investments
(Faridah & Putra, 2022). The dividend payout ratio (DPR) is the percentage of profits used as a
measure of dividend policy; if the dividend payout ratio (DPR) increases, the amount of funds
intended to be reinvested as retained earnings decreases. According to Nabela and Widyawati
(2022), the formula for measuring dividend policy is as follows:

Dividend per share

Dividend P t Ratio =
tvidena fayout Ratio Earning per share

The independent variables in this study are free cash flow, capital structure, investment

opportunities, and company growth.

1. Free Cash Flow
Free cash flow is the excess cash flow that will be distributed to investors in the form of
dividends, after the company has made its investments in current assets and fixed assets to
support its operational activities (Nabela & Widyawati, 2022). The following is the formula for

calculating free cash flow:
pip = A = PMyg = NWC;
TA;

NWC = Current Asset — Current Liabilities

2. Capital Structure
Capital structure is a representation of the financial proportion of a company, namely the
proportion of capital sourced from long-term debt and equity that serves as a source of financing
for a company (Lubis et al., 2020). Capital structure can be measured in the following ways:
Total liabilities

Debt to Equity Ratio =
eot to Zquity Ratlo Total equity

3. Invesment Opportunities
Investment opportunity is a ratio used to measure the level of investment opportunities
undertaken by a company and as a choice for selecting investments that will occur in the future

(Tresnonegoro, 2021). Investment opportunities can be measured in the following ways:
Closing stock price

Price to Earning ratio = -
Earning per share

4. Company Growth
The growth of the company is the change (increase or decrease) in the total assets owned by
the company over a period of time or one year (Yanti et al., 2023). This measure can be
formulated as follows:
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Growth = Total Asset (t) — Total Asset (t — 1) 100%
rowti = Total Asset (t — 1) X 0

Data Analysis

The analytical model used in this study is a multiple linear regression model with the following
equation:

DPR = « + B1FCE + B2DER + B310S + 4CG + ¢

Results and Discussion
Descriptive Statistics

Descriptive statistics are used to provide information about the variables used in this study, namely
the dividend policy coefficient (Y), free cash flow (X1), capital structure (X2), investment
opportunities (X3), and company growth (X4). Descriptive statistics provide a description of the
mean, minimum, maximum, and standard deviation of each of these variables. The descriptive
statistics of this study can be seen in Table 1.

Tabel 1. Descriptive Statistics

Dividend P Capital Invesment Capital
. ree cash flow ..
Police ) Structuce Opportunities Growth
(%) (%) (%) (%)

Mean 0.752 -0.083 0.736 26.343 0.140
Median 3.584 -6.520 6.518 8.521 0.079
Maximum 6.124 0.558 1.951 745.423 2.342
Minimum 0.001 -0.647 0.096 2.340 -1.951
Std. Dev. 1.074 2.057 4.552 8.910 4.356

Source: Data processed, E-Views 12.0 (2025)

Based on Table 1, the dividend policy variable (Y) has the lowest value of 0.001 at PT
Merdeka Copper Gold Thk (MDKA) in 2019 and the highest value of 6.124 at PT Petrosea Tbk
(PTRO) in 2023, with an average of 0.752 and a standard deviation of 1.074. Free cash flow (X1)
has the lowest value of -0.647 at PT Samindo Resources Thk (MYOH) in 2022 and the highest
value of 0.558 at PT Baramulti Suksesserana Tbk (BSSR) in 2022, with an average of -0.083 and a
standard deviation of 2.057. The capital structure (X2) has the lowest value of 0.096 at PT Harum
Energy Thk (HRUM) in 2020 and the highest value of 1.951 at PT Radiant Utama Interinsco Tbk
(RUIS) in 2020, with an average of 0.736 and a standard deviation of 4.552. Investment opportunity
(X3) has the lowest value of 2.340 at PT Indo Tambangraya Megah Tbk (ITMG) in 2022 and the
highest value of 745.423 at PT Merdeka Copper Gold Thk (MDKA) in 2023, with an average of
26.343 and a standard deviation of 8.910. Company growth (X4) has the lowest value of -1.951 at
PT Adaro Energy Indonesia Thk (ADRO) in 2023 and the highest value of 2.342 at PT Merdeka.
Copper Gold Thbk (MDKA) in 2022, with an average of 0.140 and a standard deviation of 4.356.

Test Classic Assumptions

1. Normality test
Normality testing in this study was performed twice. The testing was conducted twice because
the residuals in the first normality test were distributed abnormally with a significant result of
0.000. Based on this, the researcher removed several data points with extreme residuals using
the outliers method so that the research data from 75 decreased to 63. In the second data test,
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the residual values indicate that the data has been normally distributed with a significant result
of 0.068730.

7
Series: Residuals
6 Sample 163
Observations 63
5
Mean 8.06e-17
4 Median -0.038278
3 Maximum 0.895918
Minimum -0.490752
2 Std. Dev. 0.293058
Skewness 0.709211
1 I I I I I Kurtosis 3.167719
0 Jarque-Bera  5.355132
-0.4 -0.2 0.0 0.2 0.4 0.6 0.8
Probability 0.068730

Source: Processed secondary data, E-Views 12.0 (2025)
Figure 2

2. Uji Heteroskedastisitas
Tabel 2. Heteroskedasticity Test

Heteroskedasticity Test: (Breusch-Pagan-Godfrey)
F-statistic 1.375.410 Prob. F(4,70) 0.2513
Obs*R-squared 5.465.086 Prob. Chi-Square(4) 0.2428
Source: Processed secondary data, E-Views 12.0 (2025)

In Table 2, the Chi-Square probability value of Obs*RSquared can be seen to be 0.2428, which
means > 0.05. It can be concluded that this model does not exhibit heteroskedasticity.

3. Uji Multikolinearitas
Table 3. Results of the Multicollinearity Test

Variabel Free Cash Flow Capital Investmer}t Company

Structure Opportunity Growth

Free Cash Flow 1.000.000 0.339336 -0.047824 0.170270
Capital Structure 0.339336 1.000.000 -0.000712 0.048218
Investment Opportunity -0.047824 -0.000712 1.000.000 0.092804
Company Growth 0.170270 0.048218 0.092804 1.000.000

Soutrce: Processed secondary data, E-Views 12.0 (2025)

The multicollinearity test aims to examine whether the regression model has a
correlation among the independent variables. If there is a correlation, then there is a problem
of multicollinearity. A good regression model should not exhibit multicollinearity. If the
correlation coefficient among independent variables is >0.8, it can be concluded that the model
experiences multicollinearity issues. From the results of this test, it can be seen that there is no

multicollinearity because the correlation values among the independent variables do not exceed
0.8.
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Results of Multiple Linear Regression Model Analysis
Tabel 4. Results of Multiple Linear Regression Model Analysis

Variable Coefficient Std. Error t-Statistic Prob.
C 94.907 25.216 3.763 0.000
Free Cash Flow 0.076 0.601 0.127 0.899
Capital Structure -0.342 0.267 -1.281 0.204
lovestment. 4.850 1293 3.748 0.000
Opportunities
Company Growth -0.464 0.268 -1.730 0.088
R-squared 0.204
Adjusted R-squared 0.158
Mean dependent var 7.525
S.D. dependent var 1.074
Prob (F-statistic) 0.002

Source: Data processed, E-Views 12.0 (2025)

Based on the analysis results in Table 4, the regression equation of the panel data in this
study is as follows:

DPR = 94.907 + 0.076*FCF — 0.342*DER + 4.850*10S — 0.464*CG + ¢

The equation indicates that the constant value of 94.907 reflects the level of dividend policy
when all independent variables are assumed to be zero. The regression coefficient of free cash flow
is 0.076, suggesting that an increase in free cash flow is associated with a change in dividend policy
in the same direction, while a decrease would lead to the opposite effect. The capital structure
coefficient is —0.342, indicating that a higher capital structure tends to be followed by a decline in
dividend policy, whereas a lower capital structure would have the reverse implication.

Furthermore, the investment opportunity coefficient of 4.850 shows that an increase in
investment opportunities is associated with a rise in dividend policy, and a decrease would result in
the opposite outcome. Meanwhile, the company growth coefficient of —0.464 implies that higher
company growth tends to reduce dividend policy, while lower growth would correspond to an
increase in dividend policy, assuming other variables remain constant.

Hypothesis Test
Partial test (t Test)

The results of the partial test (t-test) in Table 4, show that the variable of free cash flow (X1) with
a probability of 0.089 (>0.05), capital structure (X2) with a probability of 0.204 (>0.05), and
company growth (X4) with a probability of 0.088 (>0.05) do not have an impact on dividend policy,
thus the first, second, and fourth hypotheses are rejected. On the other hand, the investment
opportunity variable (X3) with a probability of 0.000 (<0.05) has a significant effect on dividend
policy, thus the third hypothesis is accepted.

Simultaneous significant Test (F Test)

Based on the test results in Table 4, the value of Prob (F Statistic) is 0.002. This indicates that the value
is less than the significance level (< 0.05). Therefore, free cash flow, capital structure, investment
opportunities, and company growth simultaneously affect the dividend policy of mining companies.

Test of determination coefficient (R2 Test)

Based on Table 4, it shows an Adjusted R-Squared value of 0.158807 or 15.88%. This coefficient
of determination indicates that the independent variables consisting of free cash flow, capital
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structure, investment opportunities, and company growth are able to explain the dividend policy
variable by 15.88%, while the remaining 84.12% (100 — adjusted r squared value) is explained by
other variables not included in this research model.

Discussion
The influence of free cash flow on dividend policy

The results of the hypothesis testing show that free cash flow does not have a significant effect on
dividend policy (p = 0.089 > 0.05), thus the first hypothesis is rejected. Theoretically, free cash
flow is usually considered an indicator of a company's ability to pay dividends as it reflects the
availability of funds after operational needs and basic investments are met (Patricia & Septiyani,
2024). However, in mining companies, free cash flow is more often allocated for long-term project
financing, such as exploration and mine development, thus it does not become a primary factor in
determining the size of dividends. This condition shows that cash availability alone is not strong
enough to influence profit distribution decisions.

In the perspective of agency theory, high free cash flow has the potential to create conflicts
between shareholders and managers. Shareholders prefer that this cash be distributed as dividends,
while managers may choose to retain the cash for other interests. However, the insignificance of
the effect of free cash flow in this study actually indicates that the decision-making mechanisms in
mining companies are more controlled. This means that, even in the presence of free cash flow,
management tends to prioritize long-term investment strategies over distributing dividends, thus
minimizing the potential for agency conflict.

When linked to signaling theory, these results can be interpreted that companies do not use
free cash flow as a means to signal to the market about their financial condition. On the contrary,
companies place more emphasis on investment prospects or growth to convince investors. These
findings are consistent with Gas (2023), Krisardiyansyah and Amanah (2019), and Yunita and
Subardjo (2023), who also found that free cash flow does not affect dividend policy, but differs
from the research by Adiwibowo et al. (2021) which states that there is a positive effect. Thus, the
rejection of the first hypothesis indicates that in the context of the mining industry, dividends are
more influenced by long-term strategic considerations rather than merely the availability of free
cash flow.

The influence of capital structure on dividend policy

Partial tests show that capital structure does not affect dividend policy (p = 0.204 > 0.05), thus the
second hypothesis is rejected. In general, capital structure reflects the ratio between long-term debt
and equity (Zubaedah, 2020). Companies with high levels of debt usually have less flexibility in
paying dividends because a portion of the profits is used to pay interest obligations. However, this
was not proven in this study. This can be explained because mining companies have a large capital
requirement that mostly comes from debt, but they can still distribute dividends by relying on
relatively stable income from the sale of mining products.

In the framework of agency theory, debt can serve as a tool for controlling management.
With the obligation to pay interest, managers have more limited flexibility to use funds freely, thus
reducing the potential for conflicts with shareholders (Buchdadi et al., 2019). However, the results
of this study indicate that debt does not play a direct role in influencing the dividend policy of
mining companies. This suggests that factors controlling managers are not only capital structure,
but also corporate governance and the business strategies being implemented.

Companies with low DER are usually perceived to be more capable of paying dividends.
However, the results of this study prove that investors do not solely assess a company's ability to
pay dividends based on its capital structure, but rather from other factors such as profit
performance and investment opportunities. This finding is in line with Purwaningsih and Lestari
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(2021), Rosalita and Suyatmin (2024), and Hartawan and Lestari (2021) who state that capital
structure does not have a significant effect, but differs from Veronika and Munandar (2022) who
found a negative effect. Thus, the second hypothesis is rejected because capital structure in mining
companies is not the main determinant in dividend distribution.

The influence of invesment opportunities on dividend policy

The research results indicate that investment opportunities have a significant effect on dividend
policy (p = 0.000 < 0.05), thus the third hypothesis is accepted. Investment opportunities reflect
the company's chance to develop its business through projects with positive net present value.
Companies with high investment opportunities usually retain earnings to finance expansion,
resulting in lower dividends being distributed. This finding supports the notion that dividend policy
is not only determined by current earnings but also by the company's future prospects (Mulyani et
al.,, 2022).

In agency theory, this phenomenon can be explained through the conflict of interest
between managers and shareholders. Shareholders may expect large dividends, but managers prefer
to allocate profits to fund promising investment projects (Noviyana & Rahayu, 2021). Although
this may potentially lead to conflicts, the decision is fundamentally an effort by managers to
enhance the long-term value of the company. In other words, retaining dividends in companies
with significant investment opportunities is a strategy to reduce external capital costs and maximize
growth.

From the perspective of signaling theory, the presence of high investment opportunities
can send a positive signal to investors that the company has good prospects for the future (Hariyani,
2023). Thus, even though the dividends paid are low, investors remain interested as they believe
that retained earnings are used to fund productive projects. The results of this study are in line with
Citta et al. (2022), Hariyani (2023), and Sukarti et al. (2023), which found a positive influence of
investment opportunities on dividend policy. Therefore, the acceptance of the third hypothesis
confirms that the main factor influencing the dividend policy of mining companies is the availability
of potential investment projects.

The influence of capital growth on dividend policy

The research results indicate that company growth does not significantly affect dividend policy (p
= 0.088 > 0.05), hence the fourth hypothesis is rejected. Company growth is generally seen as an
indicator of business expansion that can enhance company value. However, in this study, growth
was not proven to influence dividend policy. This suggests that even though a company experiences
an increase in assets or sales, the dividend policy is still more influenced by other considerations
such as investment needs and management strategies.

Within the framework of agency theory, high-growth companies tend to retain earnings to
finance expansion, resulting in a decreased dividend payout ratio (Nai et al., 2022). However, the
insignificance of the results in this study indicates that mining companies do not always consider
growth as a decisive factor for dividends. This may be due to the capital-intensive characteristics
of the industry, where asset growth does not always reflect the availability of cash for dividend
payments. In other words, the growth that occurs may often stem more from external financing
rather than from internal profits.

Meanwhile, signaling theory explains that corporate growth should be a positive signal for
investors regarding future prospects (Sejati et al., 2020; Goldwin & Handayani, 2022). However,
the results of this study actually indicate that investors in the mining sector do not use growth as
the main reference in assessing dividend policies. These findings support the research by Sitorus
(2022), Ginanjar (2022), and Purwaningsih and Lestari (2021), which also found no significant
influence. Thus, the rejection of the fourth hypothesis strengthens the evidence that dividend
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policies in mining companies are more determined by other strategic factors such as investment
opportunities, rather than solely by corporate growth.

Conclusion

Based on the analysis results of mining companies listed on the Indonesia Stock Exchange during
the period 2019-2023, it was found that free cash flow and capital structure do not have a
significant effect on dividend policy, due to the differing interests between management,
shareholders, and the funding needs of the company. Company growth also does not have a
significant effect, as management considers retained earnings strategies or dividend distribution as
signals of financial condition, rather than solely the level of asset growth. Meanwhile, investment
opportunities have a significant positive effect on dividend policy, as promising investment
opportunities become indicators of company growth and are used by management as positive
signals for investors through dividend policy.

In this research, there are several limitations that need to be considered and may be taken
into account for future research: 1. The study only uses four independent variables (free cash flow,
capital structure, investment opportunities, and company growth), which means it does not fully
explain other factors that also influence dividend policy. 2. The research focuses solely on mining
companies listed on the Indonesia Stock Exchange (IDX) during the period of 2019-2023, so the
results may not be relevant to other sectors or longer periods. 3. The data used comes from financial
statements and annual reports of companies (secondary data), thus the analysis is entirely
dependent on the accuracy and completeness of the published data without considering external
factors or non-financial aspects.

Based on the conclusions and limitations that have been outlined, the following
recommendations can be made for future research: 1. Future research is advised to add other
variables such as profitability, company size, liquidity, and corporate governance to provide a more
comprehensive analysis in explaining the factors that influence dividend policy. 2. Subsequent
research could expand the sample to other sectors outside of mining or extend the observation
period, so that the results are more representative and can be generalized. 3. Future research is
expected to not only rely on secondary data from financial statements but also consider external
factors and non-financial data, such as macroeconomic conditions or interviews with management,
to achieve deeper analysis.
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