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We are pleased to introduce the proceedings of the Third International Seminar of Contem
porary Research on Business and Management (ISCRBM). This is an annual event of the 
Indonesian Master of Management Program Alliance (APMMI). held in the Master of Man
agement Program, Indonesia University, Ja!Gu·ta on November 27-19, 2019. Building Indones
ian Talent Management was the conference theme, and three distinguiilied speakers were 
invited from professional and academic circles to share their knowledge and experience. The 
major goal of this event is as an opportunity to meet and develop networking between 
APMMI's members also to increase the quality and quantity of research publication in the 
management and business area. 

Over 136 papers were presented during the conference and 84 selected papers were published 
in these proceedings. Papers were mostly authored by APMMJ students and faculty members 
on various topics in operation management, marketing management, human resource man
agement. finance, strategic management, and entrepreneurship. Another 7 authors came from 
outside Indonesia: Malaysia, Taiwan. Timor Leste. The Netherlands. and Switzerland. 

Finally, we would like to record our thanks to the conference committee for thei r work, 
APMMI members who actively contributed to this even t, and the Master of Management 
Program Indonesia University that nicely hosted this year conference. W~10ut their support, 
the conference could not have been the success that it was. We also ackriowledge the authors 
for their comribution. Hopefully, the success of the conference will continue next year when it 
is to be held in Surabaya. 

Roftkoh Rohim. Ph.D 
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The effect of corporate governance and financial factors on 
dividend payment 

F. Asali_ W.R. Murhadi & B.S. Sutejo 
Uni>•ersity of Surahll}'O. Jndonf!sia 

ABSTRACT: This study aims to determine the factors that mfluence diV'idend payment 
policy. The study used data from all companies listed on the Indonesia Stock Exchange for 
five years and dividends for a minimum of three periods. This research used a panel data. The 
results showed that foreign ownership had a positive effect on dividend payment policy, 
domestic ownership, independent commissioners, while company growth bad a negative effect 
on dividend payments. Meanwhile, the variables of board size, profitability, firm age. debt 
policy. and firm size did not affect dividends. 

INTRODUCTION 

Research on dividends shows two very different v;ews of firm value. Baker and Weigand 
(20 15) suggested that dividends are not reievant to firm value, and there is a o sibility of 
value-destroying. Another perspecthe put forward by Baker and Weigand (2015) stated that 
dividends are an essential determinant in the value of a business entity. While Baker et al. 
(201 1) said, '·Despite a volurninous-1p»ount of research. we still do not ha e'all the answers to 
the dividend puzzle". 

Another theory b} Na~and Kilincarlsan (2016) said there is a posi tive effect of Cor
porate Governance on dividend payments. The theory indeed ated a positive relation
ship between the spread of ownerShip and dividend payments in developing countries. 
Najjar and Kilincarlsan's (2016) research results showed th~ foreign and state ownership 
have low involvement in dividend payments, while otJier ownership variables such as 
family in,·olvemc;nt, domestic financial institutions. "alfcc minority shareholders do not 
affect the probability of dividend payments. Another study by Roy (2015) proposed that 
Corporate Governance variables, namely board size and the proportion of independent 
directors have a significant impact on the divi"dend policy of business entities. The pro
portion of cash and cash equivalents to toJtJ assets used as a measure of business entity 
liquidity influences div;dend policy and growth opportunities also have a positive effect 
on business dividend policy. Sigo anchSelvam (2013) conducted a study io examine infor
mation on dividend policy from technology business entities listed on the Bombay Stock 
Exchange (BSE) with the result sh"twed that factors of corporate governance and firm 
characteristics influence corporate business dividend policies. Firm size and profitability 
are the two factors that allow business entities to pay dividends. 

Setiawan and Phua (2013), who conducted a study on Corporate Governance (CG) and 
dividend policy in Indonesia, proposed that the structure a nd procedures in the board of com
missioners and the lack of disclosure practices have a neg-&tive influence on dividend policy. 
From the fundamental factor test, it was found that growth and profitabili ty have a positive 
effect on dividend policy. while fmn size did not. Meanwhile, Murhadi and Wijaya (2011), in 
their research, showed that only the life cycle stages of a business ent.ity and profitability 
affected the dividend policy. 

Based on ihe background as memioned above, a research question was formulated: Is there 
any influence between board size. foreign ownership, domestic institutional ownership. 
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independent commissioner, profitabili ty. growth, debt policy, firm age, and firm size on divi
dend payments? 

2 RESEARCH METHODS 

Trus study used all business entities in all sectors listed on the Indonesia Stock Exchange 
(IDX). The dependent variable in this study is dividends measured by dividing dividends per 
share by the current stock price. The independent variable of Board size in this study was 
measured by the number of boards of commissioners in a business entity. Foreign ownersrup 
was measured by the percentage of sbares of a business entity i owned by a foreign business 
entity. or a foreign fmancial institution. or a foreign citizen in t period. Domestic institutional 
ownership was measured using the amount of the percen tage of shares of a business entity 
i owned by a legal entity or a financial institution in 1 period. Independent commissioners 
were measured by comparing the total number of independent commissioners to the total 
board of commissioners. Profitability was measured using Return On Assets (ROA). Growth 
was measured using total assets this year, min us total assets ofthe previous year divided by 
total assets of the previous year. Debt policy was measured using a debt ratio (DR). Firm age 
is the length of a business entity standing wuil the time o(research. Firm size was measw-ed 
using the logarithm of total assets. 

3 RESULTS AND DISCUSSION 

After carrying out the classical assumption test and the Chow test as weU as the Haussmann 
test, the research model to be analyzed usiD,g the ftxed~ffect model is shown in Table 1. 

In Table I , it can be seen that the coefficient of the board size variable shows insignificant 
negative results, while the initial hypothesis was that the board size bas ~ positive effect on 
dividend payments. The effect is insignifican t bec-duse the board size in t1iis study was meas
ured using the number of commissioners, where the function of ilie commissioner is as 
a supervisor of a business .entity. Those responsible for determining the amount of the divi
dend are directors related to the R~idual Dividend Theory, a theory that states di\~dends are 
paid if there are residulll earnings after the business entity meets its investment needs. Trus 
insignificant negative result is consistent with the results of ~oy's study (2015), wruch stated 
that a negative bokrd size is not significant to the Di,ide~Yield Ratio (DYR). 

The foreign wnersrup variable is significantly positive: wlule the initial hypothesis was that 
tbe foreign ownership variable has a negative effect on dividend payments. The positive innu
ence of foreign ownership variable on dividend payments can be explained Lbrougb research 

Table L Results. 

Dependent Variable: Dhidend Yield 

lndepeodeoi Variables Coefficient Probability Hypothesis 

Board Size (BS) -OJ>036 0.1113 Positive 
Foreign Ownership (Foreign) 0.0256•• 0.0497 Negative 
Domestic tnstirurional Ownership (Dom) -0.0248* 0.0656 Positive 
independent Commissioner ( lnd) -0.1005••• 0.0000 Negative 
Profitability (Prot) -0.0429 0.1538 Positive 
Growth (Gwtb) -0.0014. 0.0601 Negative 
Debt Policy (Debt) 0.0272 0.1115 Neg-ative 
Firm Age (Age) -0.0004 0.7927 Positive 
Firm Size (Size) -0.0083 0.6292 Positive 

Note: •: significant at 100/o. ••: significant at ~/o, • • •: significant at 1% 
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by Wiranata and Nugr.thanti (2013), which stated that the increasing number of foreign par
ties investing their shares in a business entity would improve the performance of the business 
entity invested in its shares. This happens because foreign parties that invest their shares have 
a good management system. technology and innovation. expertise. and marketing that can 
bring positive influence to business entities. ln a business entity with higher foreign ownership, 
the foreign party as the majority shareholder will commonly appoint foreigners to serve as the 
board of commissioners or the board of directors: thus the alignment between the objectives 
to maximize the performance of the business entity will be achieved because of similar prin
ciple between foreign shareholders and management that is also occupied by the foreigners as 
part of the management of a business entity. Thus. the better performance of business entities 
will have a positive influence on the amount of dividends paid. 

The domestic institutional ownership variable is significantly negative; while the initial 
hypothesis was that the variable of domestic institutional ownership has .a positive effect 
on dividend payments. The negative influence of domestic institutional ownership vari
able on dividend payments is related to the Tax Preference Theory. a theory that states 
dividends received by shareholders will be taxed higher than the tax on capital gains: 
thus. this can make investors prefer profits earned by business entities retained for invest
ments that will produce capit;tl gains in the future rather than paid in the form of divi
dends for tax reasons. This theory indeed states tha t a low dividend payout will 
maximize the value of a business entity, and shareholder/Prefer this. This study is con
sistent with Abdesalam's (2008) and Ginting (2015) research. which scrutinized that 
domestic institutional ownership investors prefer. capital gains if the current tax on divi
dend payments is higher than the tax for capital gains. Furthermore, taxes on dividend 
income are paid when dividends are received, while tax payments on capital gains are 
postponed until the shares are sold. Therefore. the effective tax rate on dividend income 
is greater than the ta.ot on capital gains. This causes investors to prefer retam.ed earnings 
used for investment. Moreover, it can be concluded that the higher the level of domestic 
institutional ownerSh!P· th~ lower the dividends_ paid to sh~reholders ')'ill be._ Domest ic 
mst1tuuonal ownership varmQ!f_ that shows s1gnific-mt negauve resultJi 1S conststent w1th 
the results of research by Najja r and Kilinca rslan (2016}, which proposed that domestic 
institutional ownership is sig!)i'ficantly negative for the DPR and DYIELD. 

The independent commissioner variable, which shows a signifielmt negat ive result. is in line 
with the initial hypothesiS. The negative influence of the inde~ndent commissioner variable is 
in accordance with the results of Murhadi and Wijaya's (201Ji> research. which showed that 
the board of commissioners from independent parties coUJ.d be more effective in conducting 
super.~sion. Thq$, the dividend function as a signal will-ifecrease. As a result. dividends will 
also decline. 

The negative profitability va riable is not sigt}.ifil;ant: while the initial hypothesis was that the 
profitability variable bas a positive effect on dividend payments. The insignificant innuen~-e 
can be explained by scientific research and Asandimitra (201 4). which showed that most busi
ness entities on the Stock Exchange have long been established and are in the maturity stage 
so that profitability is not considere<P'fn decision making in dividend payments. Business 
entities tend to prioritize the source of funds obtained used for the development of business 
elllities so that business entities do not pay attention to dividend payments. This result is con
sistent with the research of Lopolusi (2013) explaining that profitability does not always affect 
dividend payments. especially in business entities that have long been established and a re in 
the maturity stage, these business entities already have many profit reserves that can be used 
either for reinvested or distri buted as dividends. This causes profitability not to affect dividend 
payments. 

The growth variable. which shows a significant negative result. is in accordance wi th the 
irtitial hypothesis expectation. The negative effect of the growth variable is consistent \\~th the 
results of Murhadi and Wijaya's (2011 ) research that said business entities with higher growth 
would require a significant source of funding in order to finance their activities. Thus, the 
business entity tends to hold its profits to fmance the development of the business ent ity's 
activities rather than distribute them in the form of dividends. 
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The positive debt policy variable is not signific-ant. The insignificant influence can be 
explained by using the Pecking Order Theory, where this theory sta tes that in order to 
cover the investment needs. internal funding is a priority, so the size o f the debt does not 
affect the amount of dividends because the business entity prioritizes internal. This result 
is consistent \vith the results of Saptari's research (201 6). which stated that a business 
entity should not use too m uch debt because it will affect the capital structure of the 
business entity. 

The ftrm age variable has no effect on d ividend payment. The effect is not signific-ant 
because the performance of a business entity does not depend on how long the business 
entity bas been established. Newly established business entities can adapt and learn from 
the experience of long-standing business entities in both fmancial and operational strat
egies. Long-standing business entities may prefer to stay in the safe phase and continue 
to develop their business in terms of research and development. Therefore. it can be con
cluded that the age of the business entity does not affect th!! performance of the business 
entity. 

The firm size variable does not affect dividend payment. The effect is not significant because 
a business entity that has au enormous asset may not necessaril) 'have an excellent perform
ance. as explained in research by Nuringsih (2005) that said a business entity with a significant 
asset tends to use debt or shares when doing expansion. Under these conditions, the business 
entity requires a high cost in fmancing it~ activities -so that if the business entity pays 
a dividend, it \\~II cenainly add to its obligations. Therefore, it can be concluded thai in deter
mining the dividend payment, the business entity. does not pay too much attention to its total 
assets. 

4 CONCLUSION 

Based on the test results, it was obtained th at domestic inst itutional ownership and growth 
variables have a significant effecrt).n the direction of the negative relationsliip to dividend pay
ments. While the foreign ownership variable has a significant effect on the direction of 
a positive relationship. and..the independent commissioner variable has a significant eJTect on 
the direction of a negative relationship. Add itionally, variables<of board size, profitability, 
fmn age. debt policy. and firm size do not aJTecl dividends. 

This research can be used as a recommendation for fur~he~;lresearch. This study has limita
t ions, namely the number of observations that are only o.ylhe Indonesia Stock Exchange, and 
variables tltat d not cover all. For funher research. it irexpected to examine a broader scope 
such as all business entities in ASEAl'l as well as-add other business enti ty factors that have 
not been examined in this study, such as audit committee, family ownersltip, audit type, and 
state ownership. 
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