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Dividend policy reflects the quality and reputation of the company, dividend policy
namely the company's ability to manage its business processes to
generate profits well or vice versa. In practice, companies experience JBIRCU
difficulties in determining and deciding dividend policies, namely the
decision to withhold profits to be used as company operational
development or to distribute dividends to shareholders to increase
investor confidence in the company. The difference in interests that
occurs in dividend policy is called agency theory. This study aims to
determine the effect of collateralizable assets (COLLAS), growth in
net assets, liquidity (CR), leverage (DER), and profitabilitas (ROE) on
dividend policy (DPR) in non-financial service companies listed on
the Indonesia Stock Exchange in 2016-2019. The data used in this
study was obtained from financial report data taken from the official
website of the Indonesia Stock Exchange. The population in this study
are non-financial service companies listed on the Indonesia Stock
Exchange in 2016-2019. The sampling technique used is perposive
sampling and obtained 31 firms with a research period of 4 years,
thus obtaining 124 sample data. The method of data analysis in this
study is panel data regression analysis using software Eviews 11.0.
The results showed that simultaneous collateralizable assets
(COLLAS), growth in net assets, liquidity (CR), leverage (DER), and
profitabilitas (ROE) had a significant effect on dividend policy (DPR).
Meanwhile, partially Collateralizable Assets (COLLAS) has a
significant effect in a positive direction on dividend policy. Growth In
Net Assets has no significant effect in a negative direction on dividend
policy. Liquidity (CR) does not have a significant negative effect on
dividend policy. Leverage (DER) does not have a significant negative
effect on dividend policy. Profitability (ROE) has a significant effect in
a positive direction on dividend policy.

I. Introduction

In determining which company to invest in, investors tend to choose companies that
have good corporate value which is reflected in the company's dividends distributed to
shareholders. Dividends are part of the company's profits that will be distributed to
shareholders (Sutrisno, 2017: 5)[21]. Dividend policy is one of the company's financial
decisions that has influence between the company and investors, creditors, and various
other company stakeholders. According to Hanafi & Halim (2016: 253)[10], dividend
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policy is a decision related to the profits obtained by the company at the end of the year to
be distributed to shareholders in the form of dividends or to be stored as retained earnings
to be reused to finance company expansion and investment in the future.

In practice, companies have difficulty determining and deciding dividend policies.
According to Mardiyati et al., (2014)1*°], companies tend to choose to hold profits to be
used as company operational development or to be reinvested. On the other hand, investors
want to get large and stable dividends. The existence of differences in interests that occur
in dividend payout policies is called agency theory proposed by Jensen and Meckling
(1976), Dividend policy is proxied by the Dividend Payout Ratio (DPR). DPR is a ratio
that shows the ratio between dividends per share and earnings per share (Gitman & Joehnk,
2016: 330)[,

Table 1. The Phenomenon of Consistency of Dividend Payment in Non-Financial Services
Sector Companies in 2016-2019

Information Year
2016 2017 2018 2019
Distribute dividends 85 81 80 62
Does not pay dividends 135 139 140 158

(Source: Company annual report & www.idx.co.id, data processed by the author, 2020)

The problem that occurs in non-financial service sector companies listed on the
Indonesia Stock Exchange (IDX) is their inconsistency in paying cash dividends to
shareholders. Based on the findings of non-financial service sector companies listed on the
IDX for the 2016-2019 period, from 220 companies used as research objects according to
the criteria. In 2016, there were 85 companies that distributed cash dividends. In 2017,
there were 81 companies that distributed cash dividends. In 2018, there were 80 companies
that distributed cash dividends. In 2019, only 62 companies distributed cash dividends.
There are factors that are thought to influence or may influence dividend policy, such as
the research results of Wahjudi (2019)12, Lestari et.al., (2019)[*4 and Ullah et.al.,
(2019)1221 explains that dividend policy can be determined through collateralizable assets,
growth in net assets, liquidity, leverage and profitability.

In this study, collateralizable assets are measured using the COLLAS ratio to
measure the amount of assets owned by a company that can be used as collateral for debt
by the company. Growth in net assets in this study is measured using the Assets Growth
ratio to determine the level of asset growth. Companies with high growth rates will also
need funds in the future to finance their growth which will have an impact on dividend
payments because companies tend to pay dividends in the form of retained earnings.
Ratnasari & Purnawati (2019)18. Liquidity in this study is measured using the Current
Ratio (CR) ratio. The CR ratio shows the company's ability to cover current liabilities with
company assets that are expected to be converted into cash in the near future Brigham &
Houston (2018: 128)1. Leverage is the ratio used to measure how much the company's
assets are financed with loan funds (debt). In this study, leverage is measured by the ratio
of Debt to Equity Ratio (DER), which is a ratio that measures the amount of debt used by
the company Gitman & Joehnk (2016: 323)Fl. Profitability is a ratio to assess the
company's ability to generate expected profit and measure the management effectiveness
of a company which is reflected in sales activities or investment income. In this study,
profitability is measured by Return On Equity (ROE) or return on equity. Companies that
have good cash flow or profitability are able to pay dividends and can even increase the
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value of dividends distributed (Deni et.al., 2016)[. The purpose of this study is to
determine the effect of collateralizable assets (COLLAS), growth in net assets, liquidity
(CR), leverage (DER) and profitability (ROE) on dividend policy (DPR) in non-financial
service sector companies listed on the Indonesia Stock Exchange. 2016-2019 period.

I1. Review of Literatures

Basic Theory and Methodology
2.1 Basis of Theory
a. Dividend Policy

Dividend policy is a decision related to the profits obtained by the company at the
end of the year to be distributed to shareholders in the form of dividends or to be retained
as retained earnings to be used again as investment financing in the future Hanafi & Halim
(2016: 253)1%. The greater the dividends distributed to shareholders, reflecting that the
company has good prospects for the future. So investors will increasingly trust the
company and potential investors are increasingly interested in investing their capital
because the company shows good financial management conditions (Monika & Sudjarni,
2018)1*%1. Dividend policy is proxied by the Dividend Payout Ratio (DPR). DPR is a ratio
that shows the comparison between dividends per share and earnings per share (Gitman &
Joehnk, 2016: 330)F!.

Dividend Per Share
DPR =

Earnings per share

b. Collateralizable Assets

Collateralizable assets are the company's fixed assets that are used as collateral for
loan applications to creditors (Ross et al., 2015)2%. Collateralizable assets make creditors
more secure because the larger the collateralizable assets shows the greater the proportion
of the company's fixed assets from the total assets owned by the company that can be used
for debt collateral and creditors do not need to limit the company's dividend policy so that
the company can pay larger dividends to shareholders (Muslih & Husin, 2019)1*71, The
larger the assets that are used as collateral, the less agency conflicts between shareholders
and creditors so that the company can freely distribute large dividends. According to
(Showalter, 1999) in research (Wahjudi, 2019)1% collateralizable assets can be calculated

using the following formula.
Total Fixed Assets

Total Assets

Collateralizable Assets =

c. Growth in Net Assets

Company growth can be calculated by Asset Growth, which is proxied by the growth
in net assets. Assets Growth is a ratio that shows the growth of assets, where assets are
assets used for the company's operational activities (Riyanto, 2013: 267)1°. Companies
with high growth rates will also have higher funding needs in the future to finance their
growth. A high growth rate will be able to influence the company in distributing dividends
to shareholders because companies tend to set dividends as retained earnings and are
allocated for corporate financing (Wahjudi, 2019)[?%l. Based on research according to
(Wahjudi, 2019)?%1 company growth can be seen by looking at the current number of

assets with previous assets.
Total Assets(t) — Total Assets (t— 1)

Growth In Net dssets =
Total Assets (t-1)
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d. Liquidity

Liquidity is a ratio to measure the ability of a company, both external and internal, to
pay short-term obligations or debts that are due (Kasmir, 2017: 110)1*2. The liquidity ratio
shows the relationship between the company's cash and current assets and the company's
current liabilities. Based on research (Wahjudi, 2019)[2®! liquidity is proxied by using the
current ratio. According to Brigham & Houston (2018: 128)[l, the current ratio shows the
company's ability to cover current liabilities with company assets that are expected to be
converted into cash in the near future. The current ratio is calculated by dividing current
assets by current liabilities.

Current Assets

Current Ratio = —
Current Liabilities

e. Leverage

Leverage shows the extent to which a company fulfills all its obligations through
debt. The higher the leveragemaka, the higher the risk faced by the company and the
higher the expected rate of return (Angelia and Toni, 2020)4.. Leverage is a ratio used to
measure how much company assets are financed with loan funds (debt) (Kasmir, 2018:
151)*21. The ratio used is the Debt to Equity Ratio (DER), which is a ratio that measures
the amount of debt used by the company. The higher the use of financing (debt) used, the
greater the risk of the company. Companies with high leverage (using large amounts of
loan funds) will experience the risk of default on the loan (Gitman & Joehnk, 2016: 323)[,

High debt will make the company more likely to choose to hold its profits which
will be used to pay off debt. So that companies with high levels of debt will pay dividends
in small amounts. This will have an impact on the perception of investors that they will not
be interested in buying company shares because the company has a high risk and has the
potential for low dividend payments (Monika & Sudjarni, 2018)*¢1. The formula for
calculating leverage according to Gitman & Joehnk (2016: 323) s as follows:

Total Liability
DER = ——
Total Equity

f. Profitability
Profitability according to Kasmir (2017: 114)1*?] is a ratio to assess the company's
ability to generate the expected profit or profit and measure the management effectiveness
of a company that is reflected in sales activities or investment income. The higher the
profitability of a company, the greater the company's ability to generate profits. A high
profit rate will also affect the high dividend distribution value (Sutrisno, 2017: 213)2L1,
The calculation of the profitability ratio in this study is proxied by the Return on
Equity (ROE) or return on equity. This ratio shows the level of efficiency in the use of its
own capital, namely how the company can financially manage the resulting profit. ROE
measures the return on investment of company shareholders by linking Net Profit After
Tax with own capital (Brigham & Houston, 2018: 141)1,
Net Profit After Tax

ROE = :
Equity of Shares
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2.2 Framework
a. Effect of Collateralizable Assets on Dividend Policy

Collateralizable assets are collateralized assets, so creditors do not need to limit the
company in distributing dividends to shareholders. The higher the collateralizable assets
value, the company can use loan funds freely for company development, while maintaining
the company's reputation because it continues to pay dividends consistently, even the
company can provide large dividends without being limited by creditors.

b. Effect of Growth in Net Assets on Dividend Policy

Growth in net assets shows the growth in company's assets, the higher the growth
in net assets, the funds needed are proportional to the growth. This means that companies
wishing to expand require costs derived from company profits, thereby reducing the share
of shareholder dividends. Thus it can be concluded that Growth In Net Assets has a
negative effect on dividend distribution because the rate to finance company growth
(growth) uses the company's retained earnings, which means the smaller the dividends
paid.

c. Effect of Liquidity on Dividend Policy

The liquidity value in a company shows the company's ability to meet the
obligations of internal and external parties. The greater the level of liquidity of a company,
the greater the ability to distribute dividends to be distributed to shareholders. Thus it can
be concluded that liquidity has a positive effect on dividend distribution because the higher
the level of liquidity, the higher the dividends to be distributed. So liquidity has a positive
influence on dividend policy

d. Effect of Leverage on Dividend Policy

Leverage shows the amount of company assets that are financed by debt. So that a
high level of leverage means that the risk faced by the company is also higher because of
the high level of debt. Companies with high levels of debt will be weak in distributing
dividends to companies because companies tend to use their profits to pay debts. Thus it
can be concluded that Leverage has a negative effect on dividend distribution because a
company that has a high level of leverage means that the company has high debt.

e. Effect of Profitability on Dividend Policy

Profitability reflects the company's ability to manage business processes so that the
company is able to generate maximum profits. Companies that have high profits will be
able to distribute dividends and even dividends that will be received by shareholders are
proportional to the profits generated by the company. The distribution of large dividends
will increase the company's good reputation and good potential for the future. Therefore, it
can be concluded that profitability has a positive effect on dividend distribution because
the higher the level of profit generated means the higher the dividends to be distributed.

2.3 Research Hypothesis
Based on the theory and framework that has been described, the hypothesis in the
study is as follows:
1. Collateralizable assets, growth in net assets, liquidity, leverage and profitability
simultaneously have a significant effect on dividend policy.
2. Collateralizable assets partially have a significant effect on dividend policy.
3. Growth in net assets partially has a significant effect on dividend policy.
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4. Partially liquidity has a significant effect on dividend policy.
5. Partially Leverage has a significant effect on dividend policy.
6. Partially profitability has a significant effect on dividend policy.

I11. Research Methods

3.1 Population and Sampling

The population in this study are non-financial service companies listed on the
Indonesia Stock Exchange for the period 2016-2019. The population in this study were 220
companies. This study used purposive sampling technique and produced 44 samples with a
study period of 4 years, so the amount of data in the study was 176 data.

3.2 Analysis Technique
The analysis technique used in this research is descriptive statistical analysis, panel
data regression analysis, and hypothesis testing. Panel data is a combination of time series
data with cross sections.
Y=a+ g X, it+ B,X,it + B X3it + B, X, it + B X it + ¢

With:

Y = Dividend Policy X3 = Liquidity e =Errorterm
a = Konstanta X4 = Leverage t =Time

X1  =Collateralizable Assets X5 = Profitability i = Company
X2 = Growth in net assets

B1, B2, B3, P4, BS = The regression coefficient for each independent variable

Panel data regression models are selected by the following tests:
e Chow test
Tests to determine which common effect model or fixed effect model are better used
e Hausman test
Tests to determine which fixed effect model or random effect model are better used
e Lagrange Multipier test
Tests to determine which comment effect model or random effect model are better used

1. Discussion

4.1 Descriptive Statistical Analysis

Descriptive statistical analysis can describe and explain the data description of each
variable used in the study. The description of the data obtained includes the average value
(mean), amount of data, minimum value, maximum value, and standard deviation of each
variable. The following are the results of the descriptive statistical test of this study:

Table 2. The results of the descriptive statistical test

DPR | COLLAS | GROWTH | CR | DER | ROE

Mean 0,293 0,265 0,183 1,871 | 1,368 | 0,121

Median 0,231 0,205 0,107 1,397 | 0,824 | 0,111

Maximum | 0,900 0,878 4,445 7,768 | 4,343 | 0,563

Minimum | 0,024 0,006 -0,181 0,280 | 0,081 | 0,010

Std. Dev. 0,191 0,240 0,425 1,420 | 1,191 | 0,068
Observations | 124 124 124 124 | 124 | 124

(Source: Eviews 11, 2021)
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4.2 Classic Assumption Test

In this study, the classical assumption test was carried out using the generalized least
square (GLS) method approach, this method did not need to perform heteroscedasticity and
autocorrelation tests because it produced an estimator to meet the best linear unbiased
estimation (BLUE), which is a treatment method to overcome homoscedastic assumption
violations and cross-sectional correlation (Basuki, 2015: 58)l,

a. Normality Test

The normality test in the regression model is used to test whether the residual value
is normally distributed or not. According to Ghozali (2016: 165)®, testing for residual
normality uses the Jarque - Bera (JB) test. The JB test is a normality test for large
(asymptotic) samples.

Series:Standardized Residuals
Sample 2016 2019
Observations 124

10
Mean -2.05-17
8 Median -0.003075
Maximum  0.335225
6 Minimum  -0.343602

Std. Dev. 0.140346
Skewness  (0.23700M
Kurtosis 3.044969

.

~o

r

.2 0.1 0.

1

0.1 0.2 0.3
Figure 1. The residual normality test results
(Source: Data processed by the author, Eviews 11, 2021)

Jarque-Bera 1.833488
Probability 0.399819

0

o M J
03 0

Based on the results of the residual normality test using the Jarque-Bera (JB) test, it
can be seen that the data is normally distributed, where the probability value is 0.3998>
0.05.

b. Multicollinearity Test
Table 3. The results of the multicollinearity test

COLLAS | GROWTH CR DER ROE
COLLAS | 1.000000 | -0.152225 | -0.056839 | -0.385436 0.103357
GROWTH | -0.152225 [ 1.000000 | -0.069020 | 0.170708 | -0.003934
CR -0.056859 | -0.060020 | 1.000000 | -0.459573 0.125476
DER 0385436 | 0170709 | -0.450573 | 1.000000 | -0.100807
ROE 0.103357 | -0.003954 | 0.125476 | -0.199807 1.000000

(source: Data processed by the author, Eviews 11, 2021)

Based on the results of the Eviews 11 output in this study, the correlation
coefficient value is smaller than 0.9 which means that there is no multicollinearity
between the independent (free) variables or it can be said that there is no
relationship between the independent (free) variables.
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4.3 Selection of Panel Data Regression Estimation Method
a. Fixed Effect Test (Chow Test)

Table 4. The results of the the model specification test
Redundant Fixed Effects Tests

Equation: Untitled
Test cross-section fixed effects

Effects Test Statistic d.f Prob.
Cross-section F 2644977  (30.,88) 0.0002
Cross-section Chi-square 79.700570 30 0.0000

Based on the results of the model specification test using the Chow test, it can be
seen that the p-value of cross section F is 0.0002. This value is below 0.05, meaning that
HO is rejected and Ha is accepted. Based on these data, it can be concluded that the fixed
effect model is better used than the common effect model. After the fixed effects model is
selected, it is necessary to carry out the Hausman test next.

b. Random Effect Test (Hausman Test)

Table 5. The results of the model specification
Correlated Random Effects - Hausman Test

Equation: Untitled
Test cross-section random effects

Test Summary Chi-5g. Statistic Chi-5g. d.f. Prob.

Cross-section random 10.408832 ] 00544

Based on the results of the model specification test using the Hausman test, it can be
seen that the p-value of the random cross section is 0.0644. This value is above 0.05,
meaning that HO is accepted and Ha is rejected. Based on these data it can be concluded
that the random effect model is better used than the fixed effect model.

c. Lagrange Multiplier Test

Table 6. The results of the Lagrange multiplier test
Lagrange Multiplier Tests for Random Effects
Null hypotheses: No effects
Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives

Test Hypothesis
Cross-section Time Both

Breusch-Pagan 8.616617 0.882507 0.400124

(0.0033) (0.3475) (0.0021)
Honda 2.935408 0.939418 2.739916

(0.0017) (0.1738) (0.0031)
King-Wu 2.935408 0.939418 1.780759

(0.0017) (0.1738) (0.0375)
Standardized Honda 3.536932 1.424488 -1.043238

(0.0002) (0.0772) (0.8516)
Standardized King-Wu 3.536932 1.424488 -0.580921

(0.0002) (0.0772) (0.7194)
Gourieroux, et al. - - 0400124

(0.0032)
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Based on the results of the Lagrange Multiplier test, it can be seen that the Breusch
Pagan value is 0.0033. This value is below 0.05, meaning that HO is rejected and Ha is
accepted. Based on these data, it can be concluded that the random effect model is better to
use than the common effect model.

4.4 Panel Data Regression Equations

Table 6. Panel Data Regression Equations
Dependent WVariable: DRR
Mlethod: Pamel EGLE ({Cross-section random efSects])
Diate: QLIE2]1 Timss: 1952
Sample: 2016 2015
Pemods mcloded: 4
Crozs-zecon: mcloded: 31
Totzal pamel (balanced) cbservations: 134
Swwmmyy ard Arora estimaror of copqponent variances

Warmiakle Coefficient Sid Emoor T-Siabistic Frod.
L Q0= TIS OLSE01S 1 312478 o191
COLT. AR QS SS04E OoOEnnl4 4 GI22TS (AR u v
GROWTH -0L00 703 OO BES30 -0 273474 Q.TE50
TR -0L00El7TT OUEETH4D -0_503 063 Q.TS1T
DER -OL23ET ooLI7418 -0L1341568 [
FOE 1 032828 0201308 3 179592 (R u{r]

Efects Specificalion

= Bho
Cross-seciion reamcon OO7TEIIE 02984
Idiosynoraisc ramdoms (R Rik=y =0 e 0.701s
Wiaightsd Statistics
Foot MEZE QLSS5 Fzguesed 0297433
Mi=an dependesnt var 0O.17TE3SS Adjusied B-squesed .5 TE55
5. I dependent var 01453423 S5 E. of reprezsion O LXISST
S squared resid 1.7753E1 F-stabstic QL1350
Drurbis- W rzon st2t 1548525 Prob(F-statisbc) 000000
Terweizheed Scatisocs
F-squamedd 0438302 Riean dependent war 0295013
S squared resid 2422738 Duwrbin-Watzon stat 1.135015%

(Source: Eviews 11, 2021)

The panel data regression equation in this study is as follows:
DPR =0.082703 + 0.369048 COLLAS - 0.007802 GROWTH - 0.004177 CR - 0.002337
DER + 1.032629 ROE

The regression equation above can be explained that:

e Constant value of 0.082703 which means that if the value of the independent variable
Collateralizable Asset, Growth in Net Assets, Liquidity (CR), Leverage (DER) and
Profitability (ROE) is O (zero), then the value of the dependent variable Dividend Policy
(DPR) is 0.082703.

e The COLLAS coefficient value is 0.369048, meaning that if there is an increase in
Collateralizable Asset by one unit and the other variables are constant, the value of the
dependent variable, the value of Dividend Policy (DPR), will increase by 0.369048.

e The GROWTH coefficient value is -0.007802, meaning that if there is an increase in
Growth in Net Assets by one unit and the other variables are constant, the dependent
variable Dividend Policy (DPR) will experience a decrease of -0.007802.

e The CR coefficient value is - 0.004177, meaning that if there is an increase in Liquidity
(CR) by one unit and the other variables are constant, the dependent variable Dividend
Policy (DPR) will decrease by - 0.004177
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e The DER coefficient value is - 0.002337, meaning that if there is an increase in
Leverage (DER) by one unit and the other variables are constant, the dependent variable
Dividend Policy (DPR) will decrease by - 0.002337.

e The ROE coefficient value is 1.032629, meaning that if there is an increase in
Profitability (ROE) by one unit and the other variables are constant, the dependent
variable Dividend Policy (DPR) will increase by 1.032629.

4.5 Hypothesis Testing
a. Simultaneous Test (Test F)

Based on the test results, it can be seen that the prob (F-statistic) value is 0.000000,
meaning that the value is smaller than the 0.05 significance level. So it can be concluded
that Collateralizable Assets, Growth in Net Assets, Liquidity (CR), Leverage (DER) and
Profitability (ROE) simultaneously have a significant effect on dividend policy (DPR).

b. Analysis of the Coefficient of Determination (R2)

Based on the test results, it can be seen that the adjusted R-squared value of the
research model shows a result of 0.297438 or 29.7438%. Therefore, the independent
variables consisting of Collateralizable Assets (COLLAS), Growth in Net Assets, Liquidity
(CR), Leverage (DER) and Profitability (ROE) can explain the dependent variable
dividend policy (DPR) of 0.297438 or 29.7438%. , while the rest is 0.702562 or 70.2562%
explained by other variables outside the research.

4.6 Discussion of Research Results
a. Effect of Collateralizable Assets on Dividend Policy

Based on the test results of the Random Effect Model, it was found that the
collateralizable assets (COLLAS) variable has a probability value (p-value) of 0.0000
which is smaller than the 0.05 significance level and has a positive direction with a
coefficient value of 0.369048. This means that Ho2 is rejected, meaning that partially
collateralizable assets (COLLAS) has a significant effect in a positive direction on
dividend policy.

The results of this study are in accordance with the framework developed by the
researcher that collateralizable assets have a positive effect on dividend distribution
because the higher the collateralizable assets value of a company will reduce agency
conflicts, limiting dividend distribution by creditors and the company can freely distribute
high dividends to holders stock. The results of this study are in line with research
according to Darmayanti & Mustanda (2016)5, that collateralizable assets have a positive
and significant effect on dividend policy.

b. The Effect of Growth In Net Assets on Dividend Policy

Based on the test results of the Random Effect Model, it was found that the growth
in net assets variable has a probability value (p-value) of 0.7850 which is greater than the
significance level of 0.05 and has a negative direction with a coefficient value of -0.0078.
This means that Hos is accepted, meaning that partially growth in net assets has no
significant effect with a negative direction on dividend policy. The results of this study are
not in accordance with the author's initial hypothesis, but are in line with the results of
research conducted by Finingsih et.al., (2018)!"1 who stated that growth in net assets does
not have a significant effect on dividend policy.
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c. The Effect of Liquidity on Dividend Policy

Based on the test results of the Random Effect Model, it was found that the
Liquidity variable has a probability value (p-value) of 0.7617 which means it is greater
than the significance level of 0.05 and has a negative direction with a coefficient value of -
0.004177. This means that Has is rejected, meaning that partially liquidity does not have a
significant effect in a negative direction on dividend policy. In this study, the test results
show that the size of the liquidity does not affect the company's dividend policy. The
results of this study are not in accordance with the framework developed by researchers
that liquidity has a positive effect on dividend policy, but it is in line with the results of
research conducted by Lestari et.al., (2019)%1 which revealed that liquidity has no
significant effect on policy dividends in a negative direction.

d. The Effect of Leverage on Dividend Policy

Based on the test results of the Random Effect Model, it was found that the
Leverage variable has a probability value (p-value) of 0.8935 which means it is greater
than the significance level of 0.05 and has a negative direction with a coefficient value of -
0.002337. This means that Has is rejected, meaning that partially leverage does not have a
significant effect in a negative direction on dividend policy. Both companies that have
leverage levels that are above average and those that have leverage levels that are below
average, companies still pay dividends. Based on the signaling hypothesis theory,
shareholders use dividends as a signal to predict the condition of the company in the future.
Therefore, even though the company's leverage (DER) is high, the company will try to
maintain cash dividend payments to shareholders with the aim that the company is
considered to have good prospects in the future, so that shareholders will continue to
invest. The results of this study are not in accordance with the author's initial hypothesis,
but are in line with the results of research conducted by Anggara & Dwirandra (2020)™]
which revealed that leverage has no effect on dividend policy.

e. The Effect of Profitability on Dividend Policy

Based on the test results of the Random Effect Model, it was found that the
Profitability variable has a probability value (p-value) of 0.0000 which is smaller than the
significance level of 0.05 and has a positive direction with a coefficient value of 1.032629.
This means that Has is accepted, meaning that profitability partially has a significant effect
in a positive direction on dividend policy. The company's profitability ratio shows the
company's ability to generate profits that will be in line with the distribution of dividends
to shareholders. Companies that have a high profitability value will be able to distribute
dividends and even have the potential to distribute large dividends because they are in
accordance with the company's ability to generate profits. The results of this study are in
accordance with the framework developed by the researcher that profitability has a positive
effect on dividend policy because the profitability ratio shows that the higher the
profitability or ability of the company to generate profits, the company can also increase
dividend payments. The results of this study are in line with research according to Monika
& Sudjarni (2018)[61 stated that profitability has a positive and significant effect on
dividend policy.
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V. Conclusion

The results of this study concluded that:

1. Simultaneously the Collateralizable Assets, Growth in Net Assets, Liquidity, Leverage
and Profitability variables have a significant effect on Dividend Policy in non-financial
service companies listed on the Indonesia Stock Exchange for the period 2016-2019.

2. Partially it can be concluded as follows:

Collateralizable assets have a significant positive effect on dividend policy

Growth in Net Assets has no significant effect in a negative direction on Dividend Policy

Liquidity does not have a significant negative effect on dividend policy

Leverage has no significant effect in a negative direction on dividend policy

Profitability has a significant effect in a positive direction on Dividend Policy

o0 o

Suggestions

a. For Companies
In this study, the results show that Collateralizable Assets and Profitability as proxied
by Return on Equity (ROE) have a positive effect on Dividend Policy. The author
suggests that companies can manage assets that will be used as collateral for debt
properly in order to reduce conflicts of interest with creditors so that the company can
pay large dividends. This will give a signal to investors and logically investors will
choose companies that pay dividends regularly. Companies must maintain the stability
of dividend payments by paying attention to the profitability ratio to give positive
signals to investors that the company has good prospects for investment and has a good
performance in generating profits.

b. For Investors
In deciding to invest, investors should consider the collateralizable assets ratio and the
company's profitability because these two factors have an influence on the company's
dividend policy. Companies that have high collateralizable assets and profitability
indicate a high dividend payout ratio so that they can be taken into consideration and an
overview of the company's prospects for the future.
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