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Abstract 

This study aims to investigate the relationship between the variables of Current Ratio (CR), Return-on-Equity (ROE), Return-on-Assets 
(ROA), Debt-to-Equity Ratio (DER), and Firm Size (FS) on Dividend Policy (DP) in real estate and property companies listed on the 
Indonesia Stock Exchange in the period 2016-2019, looking at nine real estate companies in Indonesia. The research methodology uses an 
explanatory analysis approach and linear regression. Based on the eligibility and homogeneity of the data, the number of sample companies 
selected was nine companies. The company’s financial statement data derived from primary data obtained on the Indonesia Stock Exchange, 
such as current ratio (CR), return-on-equity (ROE), return-on-assets (ROA), debt-to-equity ratio (DER) and firm size and dividend policy 
variables. The data analysis procedure is first to transform financial data from the original ratio data into interval data and, then, transform 
it to ordinal data. Furthermore, the validity and reliability process are ignored because the data is primary. Finally, regression testing is part 
of the hypothesis testing stage. The results of this study showed that the CR, ROE, and firm size had no positive and significant effect on 
dividend policy. In contrast, DER and ROA have a positive and significant impact on dividend policy. 
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an opportunity to remember the pace of housing growth 
in Indonesia, which is still high. Indonesian Real Estate 
Data (REI) shows that the increasing population and the 
middle class make this sector continue to stretch. Demand 
for housing is keeps rising, which is an opportunity for 
investors (Katadata.co.id, 2018). Housing development 
also received support from the government, ranging 
from infrastructure development, public transportation, 
to regulations that facilitate the property business in 
Indonesia. The business prospect in the property industry 
environment is motivated by the increase of the population 
in Indonesia, which continues to grow every year. In the 
country, the population is around 250 million, with a birth 
rate of 1.2 percent per year. Half of the total population of 
Indonesia is in the productive age, which is 30 years old. 
Therefore, investors' opportunity to invest their capital in 
the housing sector is tremendous to guarantee profits. The 
business capital invested in the real estate sector seems like 
a business that has no end and continues to be sustainable. 
The latest data in the first quarter of 2020 revealed that the 
commercial property price indexes of several significant 
provinces in Indonesia experienced a rapid increase 
(see Figure 1).

1. Introduction 

The capital market has an essential role in meeting the 
business world's capital needs to continue to exist, develop, 
and be sustainable. Through capital market activities, 
companies can obtain funds from investors to finance 
operational activities and company expansion (Przychodzen 
& Przychodzen, 2013). One of the industries in the capital 
market are companies engaged in the property and real 
estate sector. Opportunities in the real estate and property 
industry in Indonesia show excellent performance. This is 
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However, after experiencing a slowdown in 2019, 
several economists predict 2020 there will see improvements 
in the performance of the property sector to boost the 
domestic economy. This happened thanks to the relaxation 
of the macroprudential policy from Bank Indonesia at the 
end of 2019. In Indonesia's property sector in the last three 
years (2017-2019), the value of growth was insignificant. 
Moreover, in 2019 there was a general elections, which 
made investors in the property and real estate sector adopt 
a wait-and-see posture. Therefore, the Loan-to-Value (LTV) 
relaxation conducted by Bank Indonesia in 2019 was 
expected to provide positive sentiment so that the property 
sector is again excited. One of the objectives of the LTV/
FTV (loan-to-value/financial-to-value) policy is to maintain 
the financial system stability and mitigate systemic risk 
occurring from rising property prices (www.bi.go.id, 2019). 
The LTV/FTV policy is also a macroprudential instrument 
to encourage a balanced and quality banking intermediary 
function in supporting economic growth while maintaining 
financial system stability. However, this macroprudential 
policy instrument is counter-cyclical (fiscal and monetary 
easing policies to spur economic growth) that can be 
adjusted to changes in economic and financial conditions. 
One strategy in carrying out counter-cyclical procedures is 
to regulate dividend policies.

In investing their capital, investors will carefully 
consider which company the money will be spent in. For this 
reason, investors need a company's financial statements to 
invest their capital to see future profits and further company 
development to determine the company's working conditions 
or financial condition. Dividend policy is an integral part 

of the company's funding decisions. It is a choice whether 
profits earned by the company at the end of the year will be 
distributed to shareholders as dividends or the benefits will 
be retained to increase capital for investment financing in 
the future (Miller & Rock, 1985; Kato et al., 2002; Hoang 
et al., 2020). 

Some previous studies have demonstrated several 
important points that influence dividend policy, namely, 
liquidity, leverage, and probability (e.g., Ben-Zion & Shalit, 
1975; Tahir et al., 2020; Jiang et al., 2017), where they 
agreed that these factors play an essential role in influencing 
dividend policy; however, some critical factors that also 
affect the dividend policy is company size. The fact is that 
not a few companies decide not to distribute their dividends 
in the financial reporting period. For example, the case in 
Indonesia is the dividend policy carried out by Bumi Serpong 
Damai Ltd with the BSDE stock code. In 2011, the company 
decided not to distribute dividends, but in 2012 the company 
distributed dividends amounting to 20.4% of its profit. 
From 2013 to 2015, the company continued to significantly 
reduce the amount of dividend distribution, which amounted 
to 9.75% in 2013, 7.21% in 2014 and 5.21% in 2015. The 
magnitude of the policy of distributing dividends each year 
was based on the company’s conditions – for example, the 
company decided to reduce profits for 2015 to 4.51%. 

The policy was chosen because it will carry out company 
expansion activities by undertaking corporate capital 
expenditure, such as acquiring reserve land and developing 
previously-owned reserves. Also, decreasing the amount of 
net income obtained will also affect the dividends distributed 
during the year. Whereas the distribution of profits can 

Figure 1: Indonesia Property Price Index (www.bi.go.id, 2020). 
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reduce the impact arising from agency costs between the 
management and potential investors, investors expect the 
maximum return, while the company's management is 
considering holding some of its profits to be reinvested to 
improve company performance. So that the right and fair 
dividend distribution policy is needed for both parties, then 
another factor determining dividend policy is profitability 
(Oladipupo & Okafor, 2013). Profitability is the result 
obtained through management efforts towards funds invested 
by owners and investors. The higher the profit or profitability 
earned by the company, the higher the dividend distributed. 

However, a compelling case is also shown by the 
phenomenon experienced by the property development 
company owned by Sinarmas Group, Bumi Serpong Damai 
Ltd (BSD), which distributed a dividend of ID96.23 billion 
out of the 2015 profit; it showed a decrease in dividend 
distribution by 66.67% from the previous year, which was 
IDR288.7 billion. This was due to a reduction in Bumi 
Serpong Damai Ltd (BSD) in 2015 by 43.98% or to IDR2.14 
trillion compared to the previous year (IDR3.82 trillion). 
Once the importance of dividend policy for many parties 
is stated, so the factors that influence the dividend policy 
based on financial information published by companies need 
to be identified, and liquidity is one of the determinants of 
dividend policy. Therefore, this study objectively measures 
and investigates the involvement of liquidity, leverage, firm 
size, and probability factors on dividend policy.

2. Literature Review 

In signaling theory, an action will produce a reaction. 
Included in this are stakeholder reactions related to financial 
conditions. Signaling in financial statements is an action 
taken by company management that provides instructions 
for investors about future management of the company’s 
prospects (Ullah, 2020; BliegeBird et al., 2005). Companies 
with favorable prospects will try to avoid the sale of shares 
and seek every new capital needed by other means, including 
the use of debt that exceeds the target of a healthy capital 
structure. Companies with unfavorable prospects will tend 
to sell their shares (Zhang & Wiersema, 2009; Certo et al., 
2001). The announcement of issuance of shares by a company 
is generally a signal that management views the company’s 
prospect as bleak. If a company offers to sell new shares 
more often than is usual, then the share price will decrease, 
because issuing new shares means giving negative signals 
that can then suppress the stock price and the company’s 
bright prospects. Dividend signaling theory emphasizes 
the importance of information released by companies on 
investment decisions of parties outside the company. Data is 
an essential element for investors and business people because 
it mainly presents information, notes, or pictures for the past, 
present, and future conditions for the survival of a company 

and its effects. Investors in the capital market need complete, 
relevant, accurate, and timely information as an analytical 
tool for making investment decisions (Jahanzeb, 2012). 

Dividends are profits from companies that are distributed 
to shareholders. Dividend policy is an integral part of a 
company’s funding decision, which will be distributed to 
shareholders and reinvested or retained in the company 
(Hoang et al., 2020; Nam, 2019). If the company chooses 
to distribute profits as dividends, it will reduce retained 
earnings and subsequently reduce total internal or internal 
financing sources. In this study, dividend policy is measured 
by the Dividend Payout Ratio (DPR). The reason why the 
Dividend Payout Ratio was chosen is that it can better 
describe opportunistic managerial behavior, namely, by 
looking at how much profit is distributed to shareholders as 
dividends and how much is retained by the company (Garrett 
& Priestley, 2000). Lintner (1956) was the first to investigate 
the relationship between firm size and dividend policy. He 
revealed a reciprocal relationship between firm size and 
the amount of dividends given to investors (Aivazian et al., 
2003; Tahir & Mushtaq, 2016). In line with Lintner, Brav et 
al. (2008) revealed that the factors that influence dividend 
policy include earning over time and disclosing information 
to sustainable shareholders, including risk factors and 
corporate financial expenditure. The same opinion was 
shared by Zhang et al. (2020), which states that the current 
ratio is one of the measurement tools in determining 
dividends based on current liabilities calculations.

The financial manager’s task is to determine the optimal 
dividend policy to maintain the company’s value. Factors 
that influence the dividend’s size to be paid by the company 
to shareholders include solvency position (Alvarez & 
Virtanen, 2006; Hadi, 2019), company liquidity position 
(Malik et al., 2016; Jiang et al., 2017), the need to pay off 
debt (Jensen et al., 1992), debt expansion plan (Fama & 
French, 2002), and investment opportunities (Smith Jr & 
Watts, 1992; Masulis & Trueman, 1988). Another factor in 
measuring the dividend payout ratio’s ability is also looking 
at the company’s profitability ratio (Nguyen & Nguyen, 
2020; Tahir & Mushtaq, 2016). Profitability ratios include 
ROE (Return-on-Equity), where the higher the ROE ratio, 
the more efficient the company is using its capital to generate 
a net profit. Next is leverage. In this study, the leverage 
ratio used is debt-to-equity ratio (DER), which is the ratio 
that compares total debt with total equity. Furthermore, 
there are growth factors and company size (Rehman & 
Takumi, 2012). Debt-to-equity ratio factor has a positive and 
significant effect on the company’s dividend policy (Rehman 
& Takumi, 2012; Gill et al., 2010). Growth is a company 
asset where assets are used for the company’s operational 
activities. The more rapid the growth of a company in 
generating profits, the higher the expenditure needed to 
finance its growth. It must limit dividends to save funds in 
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the company for investment growth. Dempsey et al. (2019) 
revealed a relationship between the company’s growth rate 
and its ability to implement a dividend policy. It was then 
clarified in research by Fajaria and Isnalita (2018), which 
states that firm growth, firm value, and firm size moderate 
the company’s dividend policy. 

Therefore, to illustrate the effect of liquidity, profitability, 
and leverage on dividend policy with company size, a 
conceptual framework is created. The shape of the theoretical 
framework can be illustrated, as illustrated in Figure 2.

Based on prior research literature review and then some 
hypothesis in this study are:

H1: Current ratio, return-on-equity, return-on-assets, 
debt-to-equity ratio have a positive and significant effect on 
dividend policy.

H2: Current ratio, which gives a positive and significant 
influence on dividend policy is accompanied by a high debt-
to-equity ratio

3. Research Methods and Materials 

3.1. Data Criteria

The research method approach is explanatory. This 
approach was chosen because it highlights the causal 
relationship between variables in testing hypotheses 
formulated previously in the literature review section. The 
type of data collected is panel data. The research subjects are 
property, real estate, and construction companies listed on the 
Indonesia Stock Exchange in the period 2016-2019. Based 
on the eligibility and homogeneity of the data, the number 
of sample companies selected was nine companies. The 
company’s financial statement data derived from primary data 
obtained on the Indonesia Stock Exchange, such as current 
ratio (CR), return-on-equity (ROE), return-on-assets (ROA), 

debt-to-equity ratio (DER) and firm size and dividend policy 
variables. Data are illustrated in Table 1. The study period 
was December 2019-February 2020.

3.2. Measurement

The data analysis method in this study uses regression 
analysis. The stages in measuring and testing the instrument 
go through several procedures such as:

• Procedure 1: transform data so that the data components 
become even data. This step analyzes the use of SPSS 
using data transformation from ratio data to scale data 
interval. Then, the component values   are transformed 
into ordinal data according to the interval class. 

• Procedure 2: testing the hypotheses through direct and 
moderation testing with a significance level < 0.50. On 
checking using primary data, the validity and reliability 
tests are ignored.

4. Results and Discussion

The first procedure performed is transforming ratio data 
into interval data. In the process of transforming class data 
the interval is divided into five interval clusters (1 = very 
high, 2 = high, 3 = moderate, 4 = low, 5 = very low). Data 
transformation aims to find the point of normality data. The 
results of the transformation of variable data interval current 
ratio (CR) = 0.66 - 15.85 with a range = 3.032, return-on-
equity (ROE) = 0.03 - 0.292 with range = 0.052, return-on-
assets (ROA) = 1.07 - 4.004 with range = 0.586, debt-to-
equity ratio (DER) = 0.130 - 2.825 with range = 0.1495, firm 
size = 0.260 - 38.58 with range = 7.66, dividend policy = 
0.03 - 0.52 with range = 0.098. The results of data normality 
testing using the Kolmogorov-Smirnov method = 0.922 > 
0.05 which can be interpreted that the data are normally 
distributed (see Table 1). 

Figure 2: Conceptual Framework 
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Table 1: Data

Firm and Code Years Current 
Ratio

Return on 
Equity

Return on 
Asset

Debt to 
Equity 
Ratio

Firm Size Dividend 
Policy

Agung Podomoro 
Land. Ltd (APLN)

2016 1,68 0,05 1,77 1,74 19,72 0,14
2017 1,83 0,04 1,75 1,80 23,76 0,14
2018 1,39 0,05 1,66 1,71 24,51 0,14
2019 1,07 0,04 2,86 1,58 25,73 0,18

Alam Sutera 
Realty. Ltd 
(ASRI)

2016 0,75 0,06 2,05 1,71 14,42 0,33
2017 1,14 0,07 1,59 1,66 16,19 0,13
2018 0,72 0,04 2,76 1,83 18,03 0,23
2019 0,97 0,03 1,74 1,81 20,10 0,27

Bekasi Fajar 
Industrial Estate. 
Ltd (BEST)

2016 2,53 0,22 2,51 0,35 3,32 0,03
2017 2,26 0,11 1,19 0,28 3,61 0,06
2018 3,92 0,05 2,82 0,52 4,64 0,06
2019 3,29 0,07 2,61 0,54 5,25 0,06

Bumi Serpong 
Damai. Ltd 
(BSDE)

2016 2,67 0,13 1,82 0,35 22,61 0,09
2017 2,18 0,14 2,59 0,23 28,25 0,07
2018 2,73 0,07 2,66 0,35 35,96 0,04
2019 2,94 0,05 1,11 0,30 38,31 0,07

Ciputra 
Development. Ltd 
(CTRA)

2016 1,40 0,10 1,64 0,48 20,25 0,20
2017 1,43 0,08 1,14 0,53 23,52 0,21
2018 1,52 0,07 2,93 0,63 26,27 0,10
2019 1,88 0,04 2,42 0,73 28,93 0,10

Duta Anggada 
Realty. Ltd 
(DART)

2016 2,09 0,04 1,58 0,48 4,77 0,49
2017 1,89 0,11 1,23 0,44 5,11 0,21
2018 0,73 0,05 1,55 0,52 5,74 0,30
2019 0,66 0,05 1,07 0,54 6,07 0,30

Intiland 
Development. Ltd 
(DILD)

2016 0,71 0,05 1,71 0,26 7,54 0,15
2017 0,77 0,05 2,81 0,37 9,05 0,12
2018 0,89 0,04 2,65 0,53 10,28 0,12
2019 0,98 0,03 2,14 0,64 11,84 0,25

Duta Pertiwi. Ltd 
(DUTI)

2016 10,17 0,26 2,69 0,15 0,26 0,12
2017 12,22 0,05 2,03 0,14 0,27 0,32
2018 13,35 0,04 2,03 0,14 0,27 0,15
2019 15,16 0,03 1,79 0,13 0,29 0,16

Megapolitan 
Development. Ltd 
(EMDE)

2016 1,84 0,04 1,26 0,69 0,94 0,09
2017 1,62 0,04 1,33 0,96 1,18 0,07
2018 1,49 0,05 1,47 0,81 1,22 0,12
2019 2,06 0,05 2,93 0,98 1,36 0,22
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 Table 2 explains the results of hypothesis testing, where 
the partial test (F-square) shows a coefficient value of 2,806 
and significant at < 0.01. With the coefficient of determination 
(R-square) of 0.481, it can be concluded that the relationship 
between the variable current ratio (CR), return-on-equity 
(ROE), return-on-assets (ROA), debt-to-equity ratio (DER), 
and firm size and dividend policy is 48.1%. Table 2 explains 
the results of hypothesis testing, where the partial test 
(F-square) shows a coefficient value of 2,806 and significant 
< 0.01. With the coefficient of determination (R-square) of 
0.481, it can be concluded that the relationship between the 
variable current ratio (CR), return-on-equity (ROE), return-
on-assets (ROA), debt-to-equity ratio (DER), firm size and 
dividend policy is 48.1%.

The current ratio is the ratio of total current debt (short-
term debt) divided by current assets (cash/bank, accounts 
receivable, securities, and inventories), which indicates that 
the company can cover all its short-term debt using existing 
current assets. The results of our study found that the current 
ratio (CR) does not have a significant positive relationship 
with the dividend policy. This means that no matter how big 
or small, a change in current ratio (CR) does not affect the 
company’s dividend policy level. Ideally, the higher the ratio 
of current assets and current debt, the better the opportunity 
and the company’s ability to pay for its security, including 
dividends. However, in the case of companies operating in 
the real estate and property sector in Indonesia, this does 
not apply. On the other hand, this condition provides two 
main types of images about companies in the real estate and 
property industry sectors, namely: 1) if the position of the 
CR value is too high, it can be assumed that the company is 
less able to use its current assets or smooth debt efficiently. 
It was causing problems in managing working capital 
because the ideal ratio of the current ratio is 1.50 or 150%. 
In some examples, the acquisition of the current ratio value 
of the number of sample companies shows that almost all 
companies in the financial statement period are above 1.50. 

However, the high value of the current ratio in the eyes of 
investors also leads to assumption that a high value of the 
current ratio provides good conditions for a company to meet 
its debt payment obligations. 2) No positive effect and the 
significance of the current ratio to the dividend policy signals 
that property and real estate companies during the financial 
statement period hold profits for investors. The profits can 
be reused as a working company capital in the next financial 
period. If observed strictly, large firm size does not guarantee 
that the dividend policy given to investors is also large. This 
is illustrated by some companies with firm size above the 
ratio of 10, which tends to play in the dividend distribution 
policy ratio between 0.06 - 0.12. Inversely proportional 
to companies with a smaller firm size where the courage 
to provide dividends to investors is also relatively hard, 
namely, above the ratio of 0.10. These conditions can impact 
investor interest in the future, especially for investors who 
prefer dividends at the end of the financial statement period. 

Furthermore, the relationship between return-on-assets 
(ROA) and dividend policy shows a positive and significant 
effect. The considerable asset value assumes that, in the 
performance of property and real estate companies in 
Indonesia, the use of working capital and also financing 
from investors is used to increase the company’s current ratio 
and total assets to make financial statements look healthy. 
Furthermore, in the case of a seemingly small dividend 
policy, it can also be assumed that corporate dividends are 
more likely to use the asset dividend method or dividend 
distribution to investors through the distribution of company 
assets to its investors. This can be seen where the dominant 
real estate and property companies in Indonesia tend to have 
a small dividend policy, only a few companies that decide to 
divide dividends in a reasonably large ratio (above 0.10) at 
the end of the 2019 financial period. 

Theoretical and managerial implications. Being an 
essential concern of scholars in the field of financial science, 
the role and management strategy of the value of the current 

Table 2: Regression Result

Model
Unstandardized Coefficients Standardized 

Coefficients t sig Conclusion
B Std. Error Beta

Dividend 0.668 0.179 3.846 0.000 < 0.01 -
Current Ratio -0.007 0.048 -0.007 -0.147 0.884 > 0.05 Not Support
Return on Equity -0.259 0.235 -0.196 -1.105 0.278 > 0.05 Not Support
Return on Asset 0.372 0.049 0.342 7.613 0.000 < 0.01 Support
Debt to equity 
Ratio 0.137 0.045 0.139 3.029 0.003 < 0.01 Support

Firm Size 0.084 0.051 0.082 1.637 0.102 > 0.05 Not Support



Jozef R. PATTIRUHU, Maartje PAAIS / Journal of Asian Finance, Economics and Business Vol 7 No 10 (2020) 035–042 41

ratio, return-on-equity and size of the company does not 
always have a significant influence on a company’s dividend 
policy. Of course, a significant concern is that firm size should 
be in line with its debt-to-equity ratio component. In the eyes 
of business people, of course, paying attention to investors 
is a corporate obligation, especially for companies that 
dominantly involve investor funds to achieve the company’s 
competitive advantage. Such notice is appropriate, given the 
company’s progress, especially for companies that go public, 
and requires clarity of information and transparency of 
financial statements for investors to attract further investor 
interest. In terms of investors, knowledge in the field of 
investment also becomes essential, especially for short-term 
investors. They are very concerned about dividends, both 
liquid dividends and dividend distribution in assets. Such 
knowledge is necessary so that investors become aware of 
and understand where they will invest their money. Even 
though real estate and property companies in Indonesia are 
quite tempting at a glance because property and real estate are 
mandatory needs of everyone, firm size capital and financial 
statements alone are not enough to guarantee that companies 
investors will provide companies’ dividend policy.

5. Conclusions 

Ideally, large or small dividend policies depend on the 
needs of the company. Of course, companies that require 
enormous costs for business development and expansion 
or pay off all the company debts would want dividends 
distributed to investors. The distribution of dividends is 
not always in the form of liquidity. It can be in the form 
of stocks, dividend scripts or bonds, and property dividends 
or distribution of dividends in the form of company goods 
or assets. Indeed, for companies that have been “well-
established” where the company’s performance has reached 
the top and tends to be stable in terms of profits and asset 
acquisition, and where the ability to pay a debt is also 
optimal, then it manages to distribute dividends in the long 
term. Therefore, it is an essential concern for investors to 
be more careful in addressing their investment problems. If 
investors prefer and expect dividends in the form of short-
term liquidity or capital, while investing moderately, of 
course, they must be able to master information related to 
the company’s dividend policy behavior. 
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