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Abstract

This research analyzes the influence of profitability, liquidity, and debt to dividend payout
ratio in manufacturing companies in Indonesia. The samples consist of 102 companies listed in
Indonesian Sock Exchange during the period of 2008-2010. This research tests three hypotheses
related to the influence of profitability, liquidity, and debt toward the dividend payout ratio (DPR).
Data obtained were analyzed by using multiple regression analysis. The results of this research
indicate that: (1) profitability ratio (ROI) has positively significant influence to dividend payout
ratio. (2) Liquidity ratio (QR) does not significantly influence to dividend payout ratio. (3) Debt
ratio (DER) does not significantly influence to dividend payout ratio.

Keywords: profitability, liquidity, debt, Dividend Payout Ratio (DPR), manufacturing company.
Abstrak

Penelitian ini bertujuan untuk menganalisis pengaruh profitabilitas, likuiditas, dan utang
terhadap rasio pembayaran dividen dalam perusahaan-perusahaan manufaktur di Indonesia. Sampel
terdiri dari 102 perusahaan yang terdaftar di Bursa saham Indonesia selama periode tahun 2008-
2010. Penelitian ini menguiji tiga hipotesa yang berkaitan dengan pengaruh profitabilitas, likuiditas,
dan utang terhadap rasio pembayaran dividen (DPR). Data yang diperoleh dianalisis dengan meng-
gunakan analisis regresi. Hasil dari penelitian ini menunjukkan bahwa: (1) profitabilitas rasio
(ROI) memiliki pengaruh positif dan signifikan terhadap rasio pembayaran dividen. (2) rasio li-
kuiditas (QR) tidak berpengaruh terhadap rasio pembayaran dividen. (3) Rasio hutang (DER) tidak
berpengaruh atas rasio pembayaran dividen.

Katakunci: profitabilitas, likuiditas, utang, rasio pembayaran dividen (DPR), manufaktur perusahaan.

BACKGROUND

Economic global crisis has begun in 2008. The
effects of economic crisis were influenced most
of the countries in the world including Indone-
sia. Indonesia as the countries which still have
the trust from local and foreign investors settle
their position with providing solid monetary
and fiscal policy to support the local company.
According to Jensen (2000), investors will con-
sider about the risk and return when they de-
cideto invest their money. The company can be
run well if company can maximize the satisfac-
tion of stakeholder. Many company modifying
their strategy to increase efficient and effective

business conduct in order to survive. The de-
gree of efficient and effectiveness of com-
pany’s strategic and performance can be seenin
the financia statement. Financial statement
analysis is the main source in identifying the
company’ s performance.
Thusthis research has some purposes.

The first purpose to know whether profitability
which is represented by ROI have positive in-
fluence to the dividend payout ratio, because
the profitability has some functions for in-
stance, as the representation of company’s ca
pability in generating income to settle the debt,
as the main resource to provide fund for expan-
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sion and as prediction for company going con-
cern. If earning after tax increase, it will in-
crease the ROI. In the end, the increasing of
ROI will increase dividend payout ratio and
vice versa (Kadir, 2010). The second purposeis
to know whether liquidity which is represented
by QR have positive influence to the dividend
payout ratio. Liquidity becomes the representa-
tion of company’s capability in settling the
short term debt in settlement date. If companies
have capability to manage their asset in gener-
ating the income and have good liquidity, it
will encourage company to increase the divi-
dend payout ratio. The third purposes is to
know whether debt which is represented by
DER have negative influence to dividend pay-
out ratio, because DER will show the capability
of company in settling the long term debt and
the debt will guarantee by the owner’s equity.
Company will make priority to settle the obli-
gation from the external parties before fulfill
theright of stockholdersin the liquidation term.

REVIEW OF RELATED LITERATURE

Investors who invest their money in capital
market have to consider about the market and
economics condition. Investment in capita
market will be affected by fluctuation which
can cause gain or loss for the investor. To ad-
just the condition, investors will demand higher
return to bear the related risk. The return can be
in the form of dividend and capital gain. The
investors will get dividend if they hold the
stock for long-term and intend to maintain or
increase their ownership in a particular com-
pany. The investors aso can earn capital gain
through sdlling the stock. Capital gain or lossis
the different between the stock selling price and
purchasing price.

According to Kusumaningrum (2002)
and Stephen (2005), the functions of financing
involve three maor decisions. They are In-
vestment Decision, Financing Decision and
Dividend Decision.

I nvestment Decision

The investment decision is the most important
decision that firm has to take. Capital invest-
ment is the allocation of capital to be invested
to several proposals to get benefit in the future.
Consequently, their expected rate of return and
risk has to be evaluated before decision is

made. Expected rate of return and risk are fac-
tors affecting the firm's market valuation. In
addition, a firm must manage the existing as-
sets efficiently and must consider where to in-
vest the asset. Company must consider the
good portfolio method in making investment
decision and not to put al of the capital in one
investment.

Financing Decision

The second major decision of the firm is the
financing decisions. Here, the financial manag-
ers focus in determining the best financing mix
or capital structure. If acompany can change its
total value by varying its capital structure, an
optimal financing mix can be achieved and in
the end market price per share can be maxi-
mized.

Dividend Decision

The third important decision of the firm is its
dividend policy. The dividend policy includes
the percentage of earnings paid to stockholders
in cash dividends, the consideration about eco-
nomic condition, stock dividends, stock splits,
and stock repurchasing. The dividend — payout
ratio determines the amounts of retained earn-
ings in the firm and must be evaluated to be
able to achieve the objective of maximizing
shareholder’ s wealth.

Dvidend policy is related to the shar-
ing earning. It is about making decision
whether net income will be distributed to the
stockholders as dividend or treated as retained
earnings. Retained earnings are one of impor-
tant financial sources which can be used for
financing the company’s growth (Hashemijoo,
2012). Types of financing can be divided into
two. They are internal financing and external
financing. Interna financing is the fulfillment
of company’s financial needs by using its
sources; usudly it is taken from the retained
earnings. Then, external financing is the ful-
fillment of company’s financial needs by using
externa sources. Externa sources can come
from the owner of the company or equity fi-
nancing, selling bond, debt from creditor, debt
from supplier, debt from bank, and etc.

Previous research about the influence
of the profitability, liquidity and debt toward
dividend payout policy has been done by Pur-
bosari, 2006. The research explained that prof-
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itability, liquidity, and debt have positive influ-
ence to dividend payout policy. That research
has taken the data from public companies
which listed in Indonesian Stock Exchange and
has distributed their dividend from 2001 until
2004. The other research which related with
this research is done by Puspita in 2009. Her
thesis devel oped the formula with more consid-
eration about the influence of cash ratio,
growth, firm size, ROA, DTA, and DER. That
research has taken the data related to with pub-
lic company which listed in Indonesian Stock
Exchange from 2005 until 2007.

RESEARCH METHODOLOGY
Population and Sample

Population is the whole elements which will be
source in making conclusion. Sampleis a part of
population which will be the source of research
and will be the representative of population.
Population which will be used in this research
are al of manufacturing companies, listed in
Indonesian Stock Exchange from period 2008
until 2010 and published in Indonesian Capita
Market Directory (ICMD). The sample will be
taken by using purposive sampling method. It
means that sample will not be randomly se-
lected. Sample will be taken by using some con-
Siderations and certain criteria (Widarjono,
2007). This research will use some criterid s to
filter the sample. They are: 1) Manufacturing
company which paid the dividend in period
2008 until 2010 in arow. 2) Financial company,
banks, and insurance company are excluded
from the sample. 3) Companies used as sample
in this research are those with complete data,
and provide information related to Dividend
Payout Ratio, Quick Ratio, Return on Invest-
ment, and Debt to Equity Ratio.

Research Data

The research instruments utilized in this re-
search were taken from literature in the library,
internet, the stock exchange corner in FE UlI,
and information published by Indonesian Capi-
tal Market Directory (ICMD).

Research Variable
Dependent variable

Dividend payout ratio (DPR) is the dependent
variable in this research. Dividend payout ratio

Is the percentage of company’s profit which
will be digtributed to stockholders (Booth,
2008). The formulaof DPRis:

Dividen Per Share

Dividend Payout Ratio = -
Earnings Per Share

Independent variable

This research will use three independent vari-
ables, they are Return on Investment (ROI),
Quick Ratio (QR), and Debt to Equity Ratio
(DER).

Return on Investment (ROI)

Return on investment is a comprehensive ratio
which can measure the capability of a company
to produce profit and to measure the effective-
ness of a company in using and managing the
company’s resources used in the operationa
activities (Booth, 2008). The formulation for
ROI is the net profit will be divided by total
asset. ROI aso can be substituted by ROA, be-
cause basicaly ROI will measure how much
the return from the total asset (company’s re-
sources) used in operationa activities.

Earning After Tax
Total Asset

Return on Investment =

Quick Ratio (QR)

Quick ratio is the financia ratio which will
measure the liquidity of a company in fulfilling
the short term obligation or in the other words
it measures company’s capability in covering
their short term debt by using its current asset
except its inventory (Booth, 2008). The for-
mulafor Quick ratiois:

Current Asset - Inventeroy

Quick Ratio =
Total Asset

Debt to Equity Ratio (DER)

Debt to Equity Ratio is the financial ratio
which will measure the capability of company
in fulfilling the long term obligation or in the
other words it shows company’s capability in
covering their total liability by using their own
capitd (Booth, 2008). The formulafor DERis:

Total Liability

Debt to Equity Ratio = —————
Owner's Equity
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Data Anbysis M ethodol ogy

According to Widarjono (2007), regression
model which is used in from Ordinary Least
Square/OLS will give unbiased result (Best
Linier Unbias Estimator /BLUE). This condi-
tion will happen if the data fulfill some crite-
riads. 1) Nonmulticoleniarity, it means that
there is no perfect or closed to perfect relation-
ship among independent variables used in the
regression model. 2) Homoscedacity, it means
that the variance among independent variables
is constant. 3) Nonautocorrelation, it means
that the influence of variables will not be af-
fected from previous year's and current year's
data.

Normality Test

Normality test has a purpose to determine
whether the dependent variable and independ-
ent variables in the regression model have a
normal distribution or not. The data distribution
must be normal or close to normal in order to
create a good regression model. This study will
use Normal PP Plot graphstest. If the pattern of
data distribution which is represented by dots,
around the diagonal line and the direction suit
with diagonal line of Normal PP plot graph, the
regresson model has met the assumption of
normality and vice versa.

Multicollinearity Test

Multicollinearity test is a test that must be
passed by the model. Its purpose is to know the
correlation between independent variables. The
good regression model must not have correla-
tion relationship among the independent vari-
ables.

According to Widarjono (2007), Multi-
colinearity can be measure using VIF (Variance
— Inflating Factor). If VIF < 10, the multicolin-
earity problem does not exist, it means that
there are no significant correlations between

independent variables in regression model and
vice versa

Heter oscedascity Test

According to Widarjono (2007), heteroscedas-
city test aims to test whether the regression
model occurs in the condition where the vari-
ance from one residual observation to another
observation is constant or not, this condition
aso can be caled by homoscedascity. In the
condition where the variance from one residua
to another observation is different, it is caled
as heteroscedascity.

This study will use Spearman Rank
Corrélation Test. In the Spearman Rank Corre-
lation test, if the significant value (Sig, (2-
tailed) correlation of each independent variable
with residual value is greater than the level of
significance research (o), it can be concluded
that there is no heteroscedascity in the research
model. The level of significance applied in this
research is a = 5%. This means that if the sig-
nificant value (Sig. (2-tailed) correlation of
each independent variable with the residua
valueis less than 5%, it can be concluded there
is heteroscedascity in the model. if the signifi-
cant value (Sig. (2-tailed) correlation among
each independent variable residual value is
greater than 5% then it can be concluded that
there was no heteroscedascity.

Autocorrelation Test

Autocorrelation is a correlation between the
members in the range of time or between
spaces for cross section data. This study will
use Durbin - Watson Test in testing whether the
regression model has autocorrelation relation-
ship or not, with the criteria as seen on table 1.
DW is Durbin — Watson value, which can be
found by using Durbin — Watson Test in the
SPSS 20. The dL and dU can be found from
Durbin —Watson statistic tables.

Table 1: Criteria of Durbin —Watson Test

The Criteria The Conclusion
DW <dL Thereis positive autocorrelation
dL <DW < duU Cannot be concluded whether there is autocorrelation or not

dU <DW < (4 - dU)
(4-dU)<DW < (4-dL)
DW > (4—dL)

Thereis no autocorrelation
Cannot be concluded whether there is autocorrel ation or not
There is negative autocorrel ation
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Model Testing
Regression coefficient test prompt (F test)

F test is used to show the effect of variation of
independent variables variation collectively to
the dependent variable. Significant of inde-
pendent variables to the dependent variable is
showing the probability value from F test of
each independent variable at test level o = 5%.
To conclude the acceptance or rgjection of HO
and H1, here are the conditions that we need to
consider: 1) If the probability is smaller than a,
then HO is regjected and H1 is accepted, which
means that the independent variables have a
significant influence on the dependent variable.
2) If the probability is larger than a, then HO is
accepted and H1 is rgjected, which means that
the independent variable has no significant ef-
fect on the dependent variable.

Partial regression coefficient test (t Test)

T test was used to test the significance of the
partia effects of independent variables on the
dependent variable. Significant of independent
variables to the dependent variable is showing
the probability value from the t test of each in-
dependent variable at Sig. level o =5%. So, the
condition to accept or reject HO and H1 are as
follows: 1) If the probability is less than a then
HO isrgected and H1 is accepted, which means
that the independent variables have a signifi-
cant influence on the dependent variable. 2) If

the probability is bigger than o then HO is ac-
cepted and H1 is rejected, which means that the
independent variable has no significant effect
on the dependent variable.

Hypotheses of This Research

Hypotheses of this research are formulated as

following:

H1: Profitability has positive influence toward
dividend payout ratio in a company.

H2: Liquidity has positive influence on divi-
dend payout ratio in a company.

H3: Debt has negative influence on dividend
payout ratio in acompany.

DATA ANALYSIS
Classical Assumption Test

Classical assumption test is used to detect
whether the model in this research is fulfilling
the requirement to be valid model or not. Some
requirement tests that need to be done are nor-
mality test, multicollinearity test, heteroscedas-
city test and autocorrelation test.

Normality test

Normality test has purpose to determine
whether the independent variables and depend-
ent variable in the regression model have nor-
mal distribution or not.

MNormal P-P Plot of Regression Standardized Residual

Dependent Variable: DPR
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Based on the figure 1 Normal PP Plot
(Normal PP Plot of Regression Standardized
Residual), it shows that the pattern of data
points distribution is around the diagonal line
and the direction suits with diagonal line of
Normal PP Plot. Based on the pattern of data
point’s distribution on the norma PP Plot
graph, it can be concluded that the regression
model meets the assumption of normality.

Multicoliniearity Test

Multicollinearity test has purpose to determine
whether there is significant correlation between
independent variables in regression models or
not. If the model has multicolinearity problem,
the model should reduce the variables or re-
place them with other variables. The table 2
below will show the result from multicolinear-
ity test.

According to Widarjono (2007), multi-
colinearity can be measured by using VIF
(Variance — Inflating Factor). If VIF < 10, it
means that there is no significant correlation
between independent variables in regression
model and vice versa. Based on Multicollinear-

ity test, table 2 shows that the VIF of ROI
(2.238), QR (1.075), and DER (1.308) is less
than 10 (VIF< 10). So, it can be concluded that
the regresson model have no multicollinearity
problem.

Heter oscedascity Test

Heteroscedacity test has purpose to determine
whether the result of regression model in some
variances from residual observation was con-
stant (homoscedascity) or different (heterosce-
dascity). This study will use Spearman Rank
Correlation to test the regression model. The
result of Spearman Rank Correlation test is
shown in the table 3.

The level of significance (o) applied in
this research is 5%. Based on the table 3 above,
we can summarize the value of each residual
variable in the table 4.

From the table 4, the significant value
(Sig. (2 -tailed) of each residual is greater than
the level of significance (o). Therefore, it can
be concluded that there is no heteroscedascity
in the research model.

Table 2: Multicallinearity Test

Unstandardized Co- Standardized Co- . . . .
Model efficients efficients T Je Collinearity Statistics
B Std. Error Beta Tolerance VIF
(Constant) .262 .060 4.397 .000
1 ROI .006 .003 .199 1.833 .037 .808 1.238
QR -.016 .010 -.154 -1.526 .130 .930 1.075
DER -.017 .025 -.076 -.685 .495 .764 1.308
Table 3: The Result of Spearman Rank Correlation Test
Spearman Correlations
Unstandardized
ROI QR DER Residual
Correlation Coefficient 1.000 .2000 -560" -.110
ROI Sig. (2-tailed) . .043 .000 .269
N 102 102 102 102
Correlation Coefficient 2000 1.000 -.402" -.098
QR Sig. (2-tailed) 043 . .000 328
Spearman's rho N _ N 102 102 102 102
Correlation Coefficient -560 -.402 1.000 .002
DER Sig. (2-tailed) 000 .000 . 980
N 102 102 102 102
Unstandard- Correlation Coefficient -110 -.098 .002 1.000
ized Resid- Sig. (2-tailed) 269  .328 .980 .
ual N 102 102 102 102

*, Correlation is significant at the 0.05 level (2-tailed).
** Correlation is significant at the 0.01 level (2-tailed).
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Table 4: Significant Value of Each Residual Variables Compared to Alpha

Variabel Unstandardized Residual (sig) alpha (a) Condition Conclusion
ROI 0.269 0.05 >apha
QR 0.328 0.05 >a pha Thereisno
DER 0.980 0.05 >alpha heteroscedacity

Autocorrelation Test

Autocorrelation test has purpose to determine
the correlation between the members in the
range of time or between spaces for cross sec-
tion datain the regression model. This research
will use Durbin — Watson test to analyze the
existence of autocorrelation in the research
model. The result form Durbin — Watson test
can be seen in the table 5. Basd on the criteria
for Durbin — Watson test, the summary can be
presented in the table 6.

Based on the table 5, the value of DW is
1.951, the value of DW is in the range between
1.73 and 2.27. So, it indicated that the regression
model does not have autocorrel ation problem.

Model Testing

Regression Coefficient Test Prompt (F test)

F test is used to test the suitability of regression
model by showing the effect of variation of

independent variables collectively to the de-
pendent variable. This test used significant
level a = 5%. Theresult of F test can be seenin
thetable 7.

Based on the result of regression model
in the table 7, the value of F is 2.397 with Sig.
value of 0.033. Since, the significant level be-
tween dependent variable and independent
variables is 0.033, which is less than a = 5%, it
means that there are significant influences ex-
isted between dependent variable and inde-
pendent variables. In the other words, ROI, QR,
and DER simultaneously influence DPR.

Partial Regression Coefficient Test (t test)

T test was used to test the significance of the
independent variables partial effects on the de-
pendent variable.

Table 5: Result of Durbin - Watson Test

M odel Summary®

Adjusted R Std. Error of the Es- .
Model R R Square Square timate Durbin-Watson
1 .261° .068 .040 .21448147 1.951

a. Predictors: (Constant), DER, QR, ROI
b. Dependent Variable: DPR

Figure 6: Boundary of Autocorrelation with Durbin —Watson Test

Autocorrelation
Unclear result

No Autocorrelation

Autocorrelation
Unclear result

() ()

0 dL 4-dU 4-dL

161 1,73 ® 2,27 2.39
Table 7: The Result of F test
ANOVA?

Model Sum of Squares Df Mean Square F Sig.

Regression 331 3 110 2.397 .033°
1 Residual 4.508 98 .046

Tota 4.839 101

a. Dependent Variable: DPR
b. Predictors: (Congtant), DER, QR, ROI
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Based on the result of regression model
in the table 8, it can indicate the relationship
among ROI, QR, DER, and DPR which can be
presented in the formula bel ow:

DPR= 0.262 + 0.006 (ROI) — 0.016 (QR) —
0.017 (DE) + ¢

This regression model has constant at
0.262, it means that if the ROI, QR, and DER
are zero, the DPR will be 0.262.

Then, based on the result in table 8, it
can indicate that ROI has positive influence on
DPR with Beta 0.199, QR has negative influ-
ence on DPR with Beta -0.154, and DER has
negative influence on DPR with Beta -0.076.
Since, the significant level of ROI is 0.037,
which less than a = 0.05, so ROI has significant
influenceto DPR.

The Effect of Independent Variables toward
Dependent Variable

Profitability

In the previous chapter of this research, the hy-
potheses regarding the influence of profitability
towards the dividend payout ratio are as fol-
lows.

HO: Profitability (ROI) does not have positive
influence toward dividend payout ratio in
acompany.

H1: Profitability (ROI) has postive influence
toward dividend payout ratio in acompany.

Based on the result in table 9, we can
indicate that return on investment (ROI) has
positively significant influence toward the divi-
dend payout ratio which is represented by Beta
of ROI (0.199) and the significant level (P -
value) at 0.037. Hence P — value of ROI is
0.037 which is less than o = 0.05, so we can
accept H1 and regject HO. It means that the in-
creasing of ROI will increase the DPR (Divi-
dend Payout Ratio), because the decision re-
lated to DPR is based on the return on invest-
ment earned by the company.

The positive sign will represent the ca-
pability of the company in managing the com-
pany‘s resources to generate profit and fulfill
investor’s expectation related to the company’s
development in the future. The increasing of
earning after tax (EAT) will increase the posi-
tion of ROI. It means that company can be ex-

pected to be able in paying the dividend to
stockholders in the date of payment and stock-
holder can have expectation about the increas-
ing performance of the company in the future.
The result of this research that shows the posi-
tive influence of ROI which is ROl will in-
crease if earning after tax which came from
managing the company resources (asset) is in-
creasing. The increasing of ROI will cause the
increasing of DPR as the base of dividend dis-
tribution. It is the basic policy in distributing
dividend to stockholders in order to increase
stockholder’ s welfare.

The result of this research that shows
the positive influence of ROI is also supported
by Purbosari (2006) and Puspita (2009) who
concluded that the profitability which is repre-
sented by ROI has positive significant influ-
ence toward dividend payout ratio. If the com-
pany can earn high profit, it will be able to in-
crease the distribution of dividend to stock-
holder.

Liquidity

In the previous chapter of this research, the hy-

potheses regarding to the influence of liquidity

to the dividend payout ratio are as follows.

HO: Liquidity (QR) does not have positive in-
fluence toward dividend payout ratio in a
company.

H2: Liquidity (QR) has positive influence to-
ward dividend payout ratio in a company.

Based on the result in table 9, we can
indicate that Quick Ratio (QR) has negative
influence toward dividend payout ratio. This
condition is represented by the Beta of QR (-
0.154) and the significant value (P - value) at
0.130. Hence P — value of QR is0.130 which is
bigger than a =0.05, so we will accept HO and
reject H2. 1t means that Quick Ratio (QR) does
not significantly influence to dividend payout
ratio (DPR).

The result of this research in which
shows the negative influence of QR reflects
that manufacturing companies in Indonesia
have some considerations in increasing short-
term liability during 2008 until 2010. This con-
dition can be influenced by external factors.

According to Direktorat Riset Ekonomi
dan Kehijakan Moneter Bank Indonesia (2008),
the existence of globa crisis influences the
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economics condition around the world. The
examples of global crisis's impacts are the in-
creasing of oil price and inflation. Economic
condition is also affected by free market. All of
those factors encouraged many companies to
do their best to survive from bankruptcy. Dur-
ing this condition, investors were worrying
about the economic condition while the com-
panies must be able to do their daily operation.
So, many companies decided to increase short-
term liability. Logically, if companies increase
their liability, it will affect the decreasing of
DPR because part of the profit that will be dis-
tributed to the stockholders as dividend will be
retained by the company in order to secure the
company’s position in settlement date. The
companies must have optimism that they can
settle their liability using the profit of that year.

According to Penyelenggaraan Pemer-
intahan dan Pembangunan Daerah (2009), the
government also gave their best effort to rear-
range the interest level of Bank Indonesia in
order to decrease the interest level of other
bank and supporting the local companies
growth in Indonesia. In the end of January
2009, Bank Indonesia has decreased the Bl's
interest level from 8.75 percent to 7.5 percent.
The aim was to motivate and to help the public
companies to survive in the economic global
crisis. The decreasing of interest level will en-
courage the companies in taking debt to the
bank in order to run their operation activities
with low interest level. This condition can be
proofed by the facts of debt growth from 26.4%
to 30.7% in 2008. Company’s commitment to
settle is also improving, as it can be seen from
the decreasing of Non-Performing Loan (NPL)
from 4.1% in 2007 to 3.2% in 2008.

The result of QR is different from the
previous research which is done by Purbosari
(2006). She stated that QR has positive sign to
dividend payout ratio. It means that the compa-
nies have good liquidity at that time. The result
of this research that shows the negative influ-
ence of QR may differ from the others because
of economics condition regarding the economics
global crisisin 2008. It is dso because of differ-
ent sample taken as the source of this research.

Debt

Hypotheses used in testing debt to equity ratio
are asfollows:

HO: Debt (DER) does not have negative influ-
ence toward dividend payout ratio in a
company.

H3: Debt (DER) has negative influence toward
dividend payout ratio in a company.

Based on the result in table 9, DER has
negative influence to dividend payout ratio
(DPR). This condition can be represented by
the value of Beta (-0.076) and the significant
value (P - value) at 0.495. Hence P — value of
DER is 0.495 which is bigger than o = 0.05, so
we will accept HO and reject H3. It means that
DER does not significantly influence to divi-
dend payout ratio (DPR)

This result is different from the result
of the previous research. According to Pur-
bosari (2006), the increasing of debt which is
represented by DER will not influence the DPR
because most of the public companies in Indo-
nesia use their profit for two purposes. First,
the profit is allocated for the retained earning
which is used to develop and support the
growth of the company itself. Second, the profit
Is allocated as the source of dividend distribu-
tion to stockholders.

Although a company has high level of
debt, it does not mean that they stop to pay
dividend for their stockholders because, main-
taining the satisfaction of stockholdersis really
important for a company. The company must
be able to use their resources wisely. By using
the residual cash available at the end of the pe-
riod, management could satisfy the sharehold-
ers by paying the dividend and at the same time
try to settle its debt.

However, the result of this research
that shows the negative value of DER was sup-
ported by Puspita (2009), because of the global
crisis influence many companies have to re-
consider their decision. This condition hap-
pened because many companies have two aims,
to provide fund for settling the liability and dis-
tribute dividend to stockholders. Unfortunately,
economic global crisis push the companies to
make wise decision because even though their
debt was high, they must consider to stock-
holder’s satisfaction. The alternative taken by
the companies is they will give dividend even
though it was small. The rest of the available
profit will be used for settling the liability and
establishing retained earnings to expand the
business, because they have to consider their
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going concern while trying to satisfying the
stockholders. The company’s survival is re-
press According to Prawironegoro (2006), in
fact, the amount of dividend distribution is re-
lated to the decison of Genera Meeting of
Stockholders. Every company has their own
considerations whether they want to use the
profit to increase retained earning which will be
used in developing and expanding their com-
pany or they want to increase the satisfaction of
the stockholders by increasing the stock-
holder’ s welfare.

In The General Meeting of Stockhold-
ers, the company’s management will give sug-
gestion to the stockholders to increase the re-
tained earnings in order to develop and support
the growth of company. However, stockholders
have their own consideration related to benefit
cost ratio before they invest their capital.

Stockholders will agree to receive
small dividend and increase the retained earn-
ing if they are sure that the return from the
profit which will be invested in form of re-
tained earning has higher return on investment
(RQOI). However, if stockholders are not sure
about the company’s future and stockholders
feel that the return from their investment cannot
cover therisk, they will ask for bigger dividend
payment.

There are some supporting considera-
tions for the stockholders before taking deci-
sion about dividend payout ratio in The Genera
Meeting of Stockholders. The first is manage-
ment’s suggestion. Management has a role as
the party who know the company’s condition,
business condition, and economics condition
related to the amount of DPR (Dividend Payout
Ratio). The management’s suggestion consists
of some information about previous, present,
and predicted data and will be presented in the
analytical form. The second is the corporation’s
law which regulates and protects the rights of
minority stockholders related to the earnings
after tax distribution.

The third is liquidity condition, the
stockholders must be aware of the company’s
condition. If the company do not have liquida-
tion problem, it will be able to pay the divi-
dend. Meanwhile, if the company has liquida-
tion problem, it will have dividend liability or it
might pay the dividend in form of shares. It
means that the stockholders must invest their
dividend in order to save the company.

The fourth is company’s decision, to
develop and expand their business. This condi-
tion required dividend payout ratio to be small
because an ideal company’s growth must be
supported by fund which comes from retained
earnings and there should be no liability in-
creasing.

The fifth one is the settlement of long-
term liability. If company has higher long-term
liability, stockholder must consider in decreas-
ing dividend payout ratio in order to increase
the retained earning which will be used for the
settlement of long-term liability.

CONCLUSION AND RECOMMENDATION

Based on research that has been done regarding
the influence of profitability (ROI), liquidity
(QR), and debt (DER) to the dividend payout
ratio (DPR), the conclusions are as follows: 1)
The partia influence of each factors toward
dividend payout ratio is as follows. a) Profit-
ability (ROI) has positive influence to dividend
payout ratio (DPR) significantly. The increas-
ing of ROI will be followed by the increasing
of DPR and vice versa. b) Liquidity (QR) has
negative influence to dividend payout ratio, but
it does not influence significantly. c¢) Debt
(DER) has negative influence to dividend pay-
out ratio, but it does not influence significantly.
2) Profitability (ROI), liquidity (QR), and Debt
(DER) have significant influence to the divi-
dend payout ratio (DPR) simultaneoudly.
However, there are some limitations
which encourage the researcher to give sugges-
tion that: 1) The next researcher may use other
than manufacturing company, because Indone-
sia has many sectors which can be chosen as
the investment sectors. 2) The next researcher
IS going to add other variables to their research
which have an influence on dividend payout
ratio. Next researcher also should consider
about the external factors, for instances, eco-
nomics condition, the price of stock, and etc.
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