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ABSTRACT

THE IMPACT OF PROFITABILITY, INSTITUTIONAL OWNERSHIP,
AND MANAGERIAL OWNERSHIP ON DIVIDEND PAYOUT IN
INDONESIAN ENERGY SECTOR

By

KEISHA JUSTINA SIAGIAN

This study aims to examine the effect of profitability, institutional ownership, and
managerial ownership on dividend payout ratio (DPR) in energy sector companies
listed on the Indonesia Stock Exchange (IDX) during the period 2020-2024. This
research employs a quantitative approach using secondary data obtained from
audited annual reports and ownership disclosures. The sample consists of 245 firm-
year observations selected through purposive sampling, and the data are analyzed
using pooled multiple linear regression. The results indicate that profitability has a
positive and significant effect on dividend payout ratio, suggesting that firms with
stronger financial performance tend to distribute higher dividends. Meanwhile,
institutional ownership and managerial ownership do not have a significant effect
on dividend payout ratio. These findings imply that dividend policy in Indonesian
energy sector firms is primarily driven by financial performance rather than
ownership structure. The coefficient of determination indicates that the independent
variables are able to explain a meaningful portion of the variation in dividend
payout ratio, while the remaining variation is influenced by other factors outside
the model.

Keywords: Dividend Payout Ratio, Profitability, Institutional Ownership,
Managerial Ownership, Energy Sector



ABSTRAK

PENGARUH PROFITABILITAS, KEPEMILIKAN INSTITUSIONAL, DAN
KEPEMILIKAN MANAJERIAL TERHADAP PEMBAYARAN DIVIDEN
PADA SEKTOR ENERGI DI INDONESIA

Oleh

KEISHA JUSTINA SIAGIAN

Penelitian ini bertujuan untuk menguji pengaruh profitabilitas, kepemilikan
institusional, dan kepemilikan manajerial terhadap dividend payout ratio (DPR)
pada perusahaan sektor energi yang terdaftar di Bursa Efek Indonesia (BEI)
selama periode 2020-2024. Penelitian ini menggunakan pendekatan kuantitatif
dengan data sekunder yang diperoleh dari laporan tahunan yang telah diaudit serta
pengungkapan struktur kepemilikan. Sampel penelitian terdiri dari 245 observasi
firm-year yang dipilih melalui teknik purposive sampling, dan data dianalisis
menggunakan regresi linear berganda dengan pendekatan pooled. Hasil penelitian
menunjukkan bahwa profitabilitas berpengaruh positif dan signifikan terhadap
dividend payout ratio, yang mengindikasikan bahwa perusahaan dengan kinerja
keuangan yang lebih kuat cenderung membagikan dividen yang lebih tinggi.
Sementara itu, kepemilikan institusional dan kepemilikan manajerial tidak memiliki
pengaruh yang signifikan terhadap dividend payout ratio. Temuan ini menunjukkan
bahwa kebijakan dividen pada perusahaan sektor energi di Indonesia terutama
ditentukan oleh kinerja keuangan dibandingkan dengan struktur kepemilikan.
Koefisien determinasi menunjukkan bahwa variabel independen mampu
menjelaskan sebagian variasi dividend payout ratio, sedangkan sisanya
dipengaruhi oleh faktor-faktor lain di luar model penelitian.

Kata Kunci: Dividend Payout Ratio, Profitabilitas, Kepemilikan Institusional,
Kepemilikan Manajerial, Sektor Energi
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I. INTRODUCTION

1.1 Background
Dividend policy is a fundamental mechanism for profit distribution to
shareholders, as mandated by Indonesian law following the allocation of
statutory reserves. Beyond this function, dividends serve as a strong positive
signal of a firm’s future prospects, reflecting managerial confidence and
enhancing firm value. This signaling role is particularly critical in emerging
markets like Indonesia, where limited transparency and information
asymmetry heighten investor reliance on dividends as indicators of firm
quality. As a result, investors closely scrutinize dividend announcements to
assess long-term growth potential and financial stability, often linking
consistent payouts to sound cash flow management and sustainable

performance (Wirama et al., 2024).

Dividend policy is shaped by both internal firm characteristics and external
environmental factors, and is best understood through multiple theoretical
perspectives. Internally, profitability, liquidity, and prior-year dividends
positively influence payout decisions. Ownership structure also plays a role.
Managerial ownership often correlates negatively with dividends, while
institutional, foreign, and individual ownership tend to show positive
associations. Externally, tax policy is a key factor, as double taxation on
dividends may encourage individual investors to prefer capital gains (Farooq

et al., 2024).

Empirical studies in emerging markets underscore the relevance of these
factors. Junior et al. (2024) examining G20 countries, found that earnings,
free cash flow, and leverage significantly influence payout decisions,

particularly in environments marked by governance complexity and risk



aversion. These findings highlight the importance of sector-specific analysis
in countries like Indonesia, where certain industries play an outsized role in

economic performance and investor returns.

Indonesia’s energy sector, encompassing oil, gas, coal, and emerging
renewables, is a cornerstone of national economic stability. Research
conducted by Ambya & Hamzah (2022) has proven that Indonesia stands as
one of the world’s leading coal exporters, with the coal sector serving as a
critical source of national export earnings. The volume of coal exports is
shaped by key macroeconomic factors such as exchange rates, the GDP of

importing countries, and global commodity prices.

Broader energy export activities, including oil, gas, and mining, have been
shown to exert a direct and significant impact on Indonesia’s GDP, providing
a buffer even during times of economic crisis (Goestjahjanti et al., 2023).
Furthermore, studies employing forecasting techniques highlight that
maintaining stability in the oil and gas export sectors is crucial for effective
national economic planning and policy formulation (Dinata et al., 2022).
Given this critical position, understanding the dynamics within the sector is

vital for sustaining investor confidence and national economic resilience.

This importance is further amplified by external global factors. Since 2022,
the Russia-Ukraine war has severely disrupted international energy markets,
triggering price volatility and supply uncertainty. Empirical evidence shows
that IDX-listed coal companies experienced statistically significant abnormal
returns and surges in trading volume immediately after the onset of the
conflict, highlighting the Indonesian market’s sensitivity to external
geopolitical shocks (Sahl et al., 2023). In this context, firms capable of
maintaining stable earnings amid such global uncertainty, particularly those
operating in the energy sector, are more likely to retain investor confidence

and attract capital (Behera, 2023).



Maintaining strong investor relationships is therefore a strategic priority for
energy companies. Investor retention is critical in the capital-intensive energy
sector, as it ensures the availability of capital for expansion and stability.
Empirical studies from 2022-2025 demonstrate that institutional ownership
significantly strengthens monitoring and aligns management decisions with

shareholder interests, often translating into stable dividend payouts.

Likewise, recent research on Indonesian firms (2018-2021) finds that both
institutional and managerial ownership positively and significantly affect firm
performance, suggesting ownership structure can sustain profitability and
support investor trust (Zainal et al., 2024). These governance factors set the
foundation for one of the most powerful investor attraction tools: dividend

policy.

In Indonesia’s emerging market context, marked by information asymmetry
and weaker investor protection, dividends serve as a crucial governance
signal. Profitability is a consistent positive driver of dividend

payout (Mardani, 2022). Institutional ownership not only supports direct
dividend decisions but also moderates the link between profitability and
payout policy. Conversely, higher managerial ownership tends to reduce
dividend payouts, as managers internalize growth via retained earnings. These
relationships highlight how profitability and ownership structures collectively
shape dividend policies, which in turn influence investor confidence and the

sector’s long-term stability.

The year 2024 marked a notable transition in Indonesia’s corporate dividend
landscape, with the energy sector surpassing banking in dividend distribution.
Based on the PT Kustodian Sentral Efek Indonesia (KSEI) report, this
significant rise in dividend payout with the amount of Rp 75,60 trillion
reflects a sharp increase from the previous year and signals a notable shift in

the capital distribution behavior of energy and coal mining companies.



Such an upward trend raises important questions regarding the determinants
behind these elevated distributions. Understanding the internal corporate
factors, particularly profitability and ownership structure, is therefore critical
to explaining the motives and sustainability of this high dividend payout in

Indonesia’s energy sector.

Top 5 Stock Sectors with the Highest Dividend Distribution in
Indonesia (2024)

Wireless Telecommunications . 4.7
Infrastructure ’

Integrated Telecommunications . 736
Infrastructure ’

Industrial . 9,41
Financial and Banking _ 60,53
Energy and Coal Mining _ 75,60

0,00 20,00 40,00 60,00 80,00

Dividend Payout (in trillion Rupiah)

Figure 1.1 The Graphic of Top 5 Stock Sectors with the Highest Dividend
Distribution in Indonesia 2024

Source: KSEI Report on Kata Data(2024)

While dividend policy has been widely studied, evidence in the Indonesian
context regarding profitability, institutional ownership, and managerial
ownership remains limited and fragmented. Existing research has mostly
focused on specific industries, such as manufacturing and finance, and often
reports mixed findings regarding the role of ownership structure in shaping
dividend payout decisions (Damayanti & Palinggi, 2023; Mardani, 2022;
Napitupulu & Djajanti, 2021). This indicates that the determinants of
dividend policy may vary across sectors, and that current knowledge does not
yet provide a comprehensive understanding for industries with different

governance and capital structures.



Moreover, prior Indonesian studies tend to examine profitability and
ownership variables separately, without integrating them into a joint
framework. This lack of combined analysis makes it difficult to capture the
interaction between firm performance and governance mechanisms in
influencing dividend policy. In contrast, international evidence shows more
consistent patterns, where profitability and institutional ownership are
generally linked to higher dividend payouts, while managerial ownership
tends to have the opposite effect (Boshnak, 2023; Farooq et al., 2024; Tawfik
et al., 2025). The absence of integrated domestic evidence creates a gap that
limits both theoretical development and practical insights for dividend policy

in Indonesia.

This gap becomes particularly important in the energy sector, which remains
underexplored despite its strategic role in the national economy and its
significant contribution to dividend distributions, especially after the notable
surge in 2024. Given the sector’s capital-intensive nature and distinct
ownership characteristics, it is critical to investigate how profitability,
institutional ownership, and managerial ownership collectively influence

dividend payout decisions.

Therefore, this study seeks to investigate the influence of profitability,
institutional ownership, and managerial ownership on dividend payout
decisions within Indonesia’s energy sector. By concentrating on a sector of
strategic economic significance, this research responds to the lack of sector-
specific evidence and addresses the scarcity of integrated analysis of
profitability and ownership structure in Indonesian studies. In doing so, the
study not only fills an empirical gap in understanding dividend policy drivers
in the energy industry but also contributes to advancing the broader discourse

on corporate governance and ownership dynamics in emerging markets.



1.2 Problem Statement

The strategic importance of the energy sector and its significant contribution

to shareholder returns have increased interest in understanding how internal

financial performance and ownership structures shape dividend policies.

Concerns about profit sustainability and the alignment of management and

shareholder interests raise questions about how profitability, institutional

ownership, and managerial ownership together influence dividend payout

decisions in Indonesian energy companies. To address these issues, this study

aims to answer the following research questions:

1.

Does profitability influence dividend-payout ratios in Indonesian energy
sector companies during the 2020-2024 period?

Does institutional ownership significantly affect dividend-payout ratios
in Indonesian energy sector companies from 2020-2024 period?

Does managerial ownership influence dividend-payout ratios in

Indonesian energy sector companies during the 2020-2024 period?

1.3 Objectives of Research

1.

To examine the effect of profitability on dividend-payout ratios in
Indonesian energy sector companies during the 2020-2024 period.

To analyse the impact of institutional ownership on dividend-payout
ratios in Indonesian energy sector companies from 2020-2024 period.
To evaluate the influence of managerial ownership on dividend-payout
ratios in Indonesian energy sector companies during the 2020-2024

period.

1.4 Benefits of Research

1.

Theoretical Contribution
This study enriches dividend policy literature by providing empirical
evidence on how profitability, institutional ownership, and managerial

ownership influence dividend payouts in Indonesia’s energy sector. The



findings are expected to refine the applicability of theories such as

signaling and agency theory within emerging markets.

Practical Implications

The results will guide corporate managers and institutional investors in
designing dividend policies that balance firm value creation and investor
confidence. Insights on ownership structure and profitability will also

help improve investment evaluation and corporate governance practices.

Policy Significance
The study offers input for regulators, such as OJK and IDX, in
formulating policies that strengthen governance and promote transparent,

sustainable dividend practices in a sector critical to Indonesia’s economy.



II. LITERATURE REVIEW

2.1 Theoretical Basis

2.1.1 Agency Theory

Agency Theory, as introduced by Jensen and Meckling (1976) and
further developed by Fama and Jensen (1983), explains the conflicts of
interest that may arise between the principals (shareholders) and agents
(managers) within a corporation. These agency conflicts often stem
from the separation of ownership and control, where managers may
pursue personal goals that do not necessarily align with shareholder

interests (Tayachi et al., 2023).

Within the context of dividend policy, Agency Theory suggests that
dividend payouts can function as a governance mechanism to reduce
agency problems. When firms retain excess free cash flow, there is a
risk that managers might invest in unprofitable or self-serving projects.
By distributing earnings through dividends, companies reduce the pool
of free cash flow available to managers. This limits the opportunity for
inefficient resource allocation or opportunistic behavior (Farooq et al.,

2024).

Institutional ownership plays a critical role in this dynamic. Institutional
investors, due to their substantial shareholdings and expertise, act as
effective external monitors. Their active oversight can exert pressure on
management to prioritize shareholder value, including through
disciplined dividend policies. Recent study by Tawfik et al. (2025)

supports the view that institutional investors often advocate for higher



dividend payouts to limit managerial discretion and reinforce

accountability.

Managerial ownership also influences agency dynamics. When
managers hold equity in the firm, their interests tend to align more
closely with those of shareholders. A higher managerial ownership
stake can reduce agency costs by motivating managers to enhance firm
value and use free cash flow more prudently. This internal alignment
can lead to more balanced decisions regarding dividend distribution
because managers with ownership are directly affected by payout

policies (Tayachi et al., 2023).

Profitability, though not a governance mechanism, aligns with agency
theory as it increases free cash flow, thereby heightening the risk of
managerial opportunism. To mitigate such risks, firms often employ
monitoring tools like dividend payouts. Empirical evidence shows that
higher profitability and free cash flow correlate with increased dividend
distributions to control agency costs (Chen et al., 2022). In emerging
markets, profitability-driven free cash flow similarly prompts stronger
dividend policies to curb opportunism (Alzoubi, 2024). Thus,
profitability shapes dividend policy within the agency framework by
amplifying exposure to agency issues that necessitate governance

responses.

The theoretical perspective implies that Agency Theory provides a
robust theoretical foundation for understanding how ownership
structures, both institutional and managerial, along with firm
profitability, influence dividend decisions. This framework is especially
relevant in the Indonesian energy sector, where corporate governance
practices are evolving and ownership structures are often concentrated,

making agency considerations particularly significant.
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2.1.2 Signaling Theory

Signaling theory, introduced by Spence (1973) in his study Job Market
Signaling, explains how one party with better information conveys
credible messages to another party with less information in order to
reduce information asymmetry. In the context of corporate finance, this
theory suggests that managers, who have more comprehensive
knowledge about a firm’s performance and future prospects, can
communicate this information to external investors through observable
financial actions such as dividend announcements. According to
Spence, signals must be costly and credible, meaning that only firms
with solid earnings and stable financial prospects can afford to maintain
such signals. Therefore, dividend payments become a strategic
communication tool that reflects managerial confidence in the

company’s profitability and long-term sustainability.

Empirical evidence from recent studies strongly supports this
theoretical view. Yousef et al. (2025) noted that dividend changes serve
as a means for managers to communicate private information about a
firm’s future performance, extending the foundation laid by Spence’s
signaling framework. Mrad & Kacem (2025) found that dividend
payments are perceived by investors as a positive sign of efficient
managerial resource use and effective control of excess cash, leading to
favorable market reactions toward firms with consistent dividend

policies.

Jain & Kashiramka (2024) emphasized that dividends function as a
clear signal of profitability and future growth, and they also found that
firms tend to align their dividend behavior with peers to maintain a
positive reputation and investor confidence. Similarly, Gim & Jang
(2023) argued that managers use dividend distributions to demonstrate
confidence in the firm’s ability to generate stable future cash flows,

reinforcing the view that dividend payouts act as reliable signals in
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environments with information asymmetry. Overall, these studies
reaffirm that dividend policies convey essential information about a

firm’s financial health, governance quality, and managerial optimism.

In this study, which examines profitability, institutional ownership, and
managerial ownership as determinants of dividend payout in the
Indonesian energy sector, signaling theory serves as the underlying
framework explaining how these factors influence dividend behavior.
Firms with higher profitability can sustain dividend payments, using
them as credible signals of financial strength and management
confidence in future performance. Institutional ownership enhances the
reliability of this signal since institutional investors act as effective
monitors, ensuring that dividend decisions reflect both transparency and
external oversight. Likewise, managerial ownership aligns managerial
and shareholder interests, motivating managers to use dividends as a

means of signaling accountability and optimism about firm prospects.

Given the Indonesian energy sector’s high volatility and information
asymmetry, dividend payouts play a crucial role in communicating
financial stability and governance quality to the market. Consistent or
increasing dividends indicate strong profitability, credible monitoring,
and managerial alignment with shareholder value. Dividend
distributions in this sector represent deliberate managerial actions to
convey trustworthiness, sustainability, and long-term commitment to

investors.

2.1.3 Free Cash Flow Theory

The Free Cash Flow (FCF) Theory proposed by Jensen (1986) explains
that when firms generate excess cash after financing all profitable
investment opportunities, managers may use these funds for activities
that do not maximize shareholder value. Such behavior creates an

agency conflict because managers often have personal incentives to
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expand firm size, increase control, or pursue projects that enhance their
own benefits rather than those of shareholders. To reduce this conflict,
Jensen emphasized the role of dividend payments as a mechanism to
limit the amount of free cash available for discretionary use and to align
managerial decisions with shareholder interests. According to Zhao &
Ng (2021), dividend policy serves as an effective governance tool to
constrain managerial access to excess cash and reduce agency
problems, particularly in firms where management holds significant

control over resources.

The theory also views dividend payout as an indicator of financial
discipline and corporate accountability. By distributing free cash flow to
shareholders, firms enhance transparency, improve investor confidence,
and demonstrate prudent financial management. This function becomes
especially important in emerging economies such as Indonesia, where
concentrated ownership structures and weaker investor protection often
intensify agency issues. Regular dividend payments, therefore, act as a
safeguard against inefficient investment and strengthen managerial

discipline in managing corporate resources.

Empirical evidence supports these theoretical arguments. Qi et al (2022)
found that consistent cash dividend payments improve firm value by
mitigating agency costs and restricting managerial opportunism. They
further explained that dividends serve both as an outcome of agency
conflicts and as a mechanism to address them, particularly in firms with

concentrated ownership.

Likewise, Bossman et al. (2022) revealed that dividend policy
moderates the adverse impact of excess free cash flow on firm
performance. Their study showed that firms paying higher dividends
experience lower agency costs and stronger financial performance,

while those retaining excessive cash tend to suffer from inefficiency
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and value decline. These findings reinforce Jensen’s argument that
dividend distribution is a practical and effective means to control free

cash flow and align managerial behavior with shareholder welfare.

In the Indonesian energy sector, the Free Cash Flow Theory offers a
relevant framework for explaining dividend payout decisions. Energy
firms frequently generate substantial free cash flows due to their large-
scale operations and capital-intensive nature. Without proper financial
control, these funds may be diverted to inefficient or non-productive
uses. Thus, distributing dividends becomes a strategic decision to

reduce potential agency conflicts and signal managerial responsibility.

Firms with higher profitability, stronger institutional ownership, and
greater managerial ownership are more likely to adopt responsible
dividend policies because these factors enhance governance quality and
encourage efficient use of cash. In line the free cash flow theory,
dividend payout in this sector can therefore be viewed as a deliberate
strategy to manage excess cash, reinforce financial transparency, and

align the interests of managers and shareholders.

2.1.4 Profitability

Profitability serves as a fundamental financial indicator reflecting a
firm’s ability to generate earnings from its operational activities. It
provides insight into how efficiently a company utilizes its assets to
produce income, which directly influences management's decisions on
dividend distribution. Firms with higher profitability often possess
sufficient internal funds, enabling them to reward shareholders through
dividends without compromising operational stability or investment

needs.

The positive linkage between profitability and dividend payout has been
supported by various empirical findings. Tekin & Polat (2021)



14

examined firms in the UK and found that higher profitability
significantly increases the likelihood and magnitude of dividend
payments. Their study highlighted that firms with improved
profitability tend to increase dividends, particularly in markets with
greater information asymmetry, as a means to convey operational

strength.

Likewise, Salvi et al. (2024) analyzing 3,207 European firms,
confirmed that profitability, calculated as operating income relative to
total assets, has a strong and positive association with both dividend
payout ratio and dividend yield. Their results suggest that companies
with better financial performance are more capable of distributing
profits, thereby aligning shareholder interests with firm performance.
These findings underscore the practical importance of profitability as a

core determinant in shaping dividend policy decisions.

2.1.5 Institutional Ownership

Institutional ownership refers to the shareholding by financial
institutions that possess both resources and incentives to monitor
management. Within the agency theory framework, such ownership
serves as an external governance mechanism, reducing agency conflicts
by encouraging firms to distribute excess cash through dividends.
Empirical findings by Kanojia & Bhatia (2022) confirm that
institutional ownership significantly drives higher dividend payouts in
U.S. firms, aligning with the outcome hypothesis that good governance

leads to better shareholder returns.

In emerging markets, institutional investors also influence dividend
policy. Khan (2022) finds a positive association between institutional
ownership and dividend payouts in Turkish firms, where weak legal
protection compels investors to rely on dividends as a form of

monitoring and signaling. Thus, institutional ownership enhances
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governance quality by promoting transparent dividend practices and

aligning managerial actions with shareholder interests

2.1.6 Managerial Ownership

Managerial ownership refers to the proportion of a company’s shares
held by members of its management, including directors,
commissioners, and managers who are directly involved in decision-
making. According to Asrini & Musnaini (2025), managerial ownership
represents the extent to which internal parties such as directors,
commissioners, and managers hold equity in the company, which
enables them to participate directly in the company’s performance

outcomes.

When managers possess equity stakes, they share in the firm’s financial
outcomes, encouraging them to act prudently, pursue value-maximizing
strategies, and avoid decisions that could harm shareholder wealth. The
alignment of incentives reduces the likelihood of opportunistic

behavior, as managers bear both the benefits and risks of their corporate

policies, including dividend distribution (Mustapha et al., 2023).

In this context, managerial ownership functions as an internal
governance mechanism that can influence the firm’s dividend policy by
linking managerial decisions to ownership incentives, as also
emphasized by Farooq et al. (2024) who found that such ownership

structures play a key role in determining payout behavior.

By holding a direct financial stake, managers are more inclined to
implement policies that sustain the firm’s profitability and market
value, as their personal wealth is tied to the firm’s performance. This
structure can also signal managerial confidence in the company’s
prospects to external investors, potentially strengthening investor trust

and influencing capital market perceptions (Praduana et al., 2024).
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2.1.7 Dividend Payout

Dividend payout represents the proportion of profits distributed to
shareholders in the form of dividends. This financial decision is
influenced by a combination of factors, including profitability,
investment opportunities, risk, and corporate governance quality. A
well-structured dividend policy can strengthen investor trust,
particularly in markets where shareholders rely on regular income.
Empirical evidence shows that firms with strong institutional ownership
is more likely to maintain higher dividend payouts, reinforcing their

commitment to shareholder value (Jin & Liu, 2024).

Dividend policy also serves as a mechanism to resolve agency conflicts.
When governance mechanisms are weak or shareholder interests are not
well protected, firms may increase dividends to mitigate agency
concerns and improve market perception. A study conducted in India
found that companies with high levels of managerial remuneration and
promoter ownership tend to use dividends as a way to maintain trust

and reduce agency risks (Das et al., 2021).

Dividends can take several forms with distinct financial and accounting
implications. Kieso et al. (2016) classify dividends into four main
types: cash dividends, property dividends, liquidating dividends, and
stock dividends. Cash dividends are the most widely used, representing
a direct transfer of monetary resources from the company to its
shareholders. Once declared by the board, they become a legal
obligation, recorded as a liability until payment, and require sufficient
liquidity to avoid disrupting operations or forcing external financing.
Property dividends, also known as dividends in kind, involve
distributing non-cash assets such as investment securities, inventories,
or real estate. These assets must be restated at fair value prior to

declaration, and any difference from their book value is recognized as a
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gain or loss, which makes property dividends less common but

significant in illustrating the breadth of dividend policy.

Liquidating dividends, by contrast, do not arise from accumulated
earnings but from paid-in capital, thereby reducing shareholders’
original investment. This form of distribution often occurs in companies
with limited retained earnings or in industries with substantial asset
depletion, and it requires explicit disclosure to prevent misinterpretation
as a profit-based return. Meanwhile, stock dividends allocate additional
shares to existing shareholders on a pro rata basis. Although they do not
change total stockholders’ equity, they transfer amounts from retained
earnings to contributed capital and increase the number of outstanding
shares, thereby reducing book value per share. Their accounting
treatment differs by size: small stock dividends (under 20-25%) are

measured at fair value, while large ones are recorded at par value.

Among the various forms of dividends, the cash dividend is the most
relevant and widely used in both accounting literature and practice.
Kieso et al. (2016)emphasize that cash dividends signify an actual
outflow of liquid assets to shareholders and establish a legal obligation
once declared, unlike property, liquidating, or stock dividends that
involve asset transfers, capital reductions, or equity reclassification.
This direct financial impact makes cash dividends the clearest indicator
of a firm’s capacity to distribute earnings while maintaining operational

liquidity.

This academic position is further reinforced by recent empirical studies
that consistently employ cash dividend measures in analyzing dividend
behavior. For instance, Tawfik et al. (2025) explicitly use total cash
dividends in their measurement of payout, while Indonesian-based
research by Wirama et al. (2024) and Wirakusuma (2025) also

operationalizes dividends through cash distributions, either expressed as
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dividend per share or total cash dividends relative to earnings. These
applications demonstrate that cash dividends are the dominant and
accepted proxy for capturing dividend policy in both international and
Indonesian contexts. Consequently, grounding the analysis in cash
dividends ensures theoretical consistency with standard accounting
literature and aligns with the methodological practices of recent

scholarly works.

The focus on cash dividends directly connects to the formulation of the
dividend payout ratio (DPR), as this ratio fundamentally reflects the
proportion of a company’s net income that is distributed to shareholders
in cash form. According to recent studies, the DPR 1s mathematically
expressed as total cash dividends divided by net income (Tawfik et al.,
2025; Wirakusuma et al., 2025). This operationalization underscores the
role of cash dividends as a measurable and tangible signal of a firm’s
dividend commitment. Because cash dividends require immediate cash
outflow, their inclusion in the DPR effectively captures both
profitability performance and liquidity management, linking the firm’s
financial results to its capacity to reward shareholders. Moreover, this
formulation aligns with contemporary financial reporting practices,
ensuring that the ratio reflects realized returns rather than potential or

non-cash forms of shareholder compensation.

Scholars emphasize that the use of cash dividends in the dividend
payout ratio (DPR) reflects not only an accounting measure but also a
firm’s financial discipline and governance quality. According to Tayachi
et al. (2023), dividend policy typically measured by the payout ratio,
serves as a strategic mechanism to align managerial and shareholder
interests, reducing agency conflicts through the direct distribution of
cash to investors. Similarly, Junior et al. (2024) highlight that in
emerging markets, payout decisions are primarily determined by

available free cash flow and leverage capacity, demonstrating how cash-
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based distributions balance liquidity management and investor

expectations under imperfect capital markets.

Louziri & Oubal (2022) further assert that the payout ratio, when

represented through cash dividends, effectively signals profitability and

financial maturity, especially in firms operating under information

asymmetry and agency pressure. Collectively, these findings confirm

that grounding the DPR in actual cash distributions provides a more

reliable and transparent indicator of a company’s performance and

governance efficiency, linking profitability, ownership control, and

investor trust through observable financial outcomes.

2.2 Previous Research

Table 2.1 Previous Research

Writer &
No Title Results / Findings
Year
Institutional, foreign, and
The Impact of individual ownership
Corporate Governance | positively affect dividend
Farooq et al. | and Firm-Specific decisions, while managerial
: (2024) Characteristics on ownership has a significant
Dividend Policy: An negative impact. Profitability
Emerging Market Case | and dividend are positively
associated in PSX-listed firms.
Managerial ownership and
How Does Ownership | ownership concentration have
5 Tayachi et al. | Structure Affect the significant and negative effects

(2023)

Financing and Dividend

Decisions of Firm?

on dividend policy.
Institutional ownership shows

a positive impact on financing
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decisions and dividend policy

for sample firms.

Dividend Payout in

Institutional ownership and
royal ownership were

positively associated with

Tawfik et al. | GCC: The Role of dividend payout. In contrast,
(2025) Board Composition and | management, government and
Ownership Structure family ownership had a
negative association with
dividend payout
The Role of Managerial . ‘
. o Increased executive ownership
Bian et al. Ownership in Dividend
‘ ‘ may lead to a higher level of
(2023) Tunneling: Evidence o )
) dividend tunneling.
from China
Ownership concentration and
institutional ownership have a
The Impact of . o
. positive and significant
Ownership Structure on ' o
o relationship with dividend
Huey & Dividend Pay-out: ' .
o ' ' payout in Malaysia. By
Marsidi Evidence from Listed ] )
o contrast, managerial ownership
(2022) Companies in the ) ]
' and foreign ownership
Property Sector in
. revealed an insignificant
Malaysia ' o o
relationship with the dividend
payout.
Waheed et al. | Litigation Risk, The results reveal
(2024) Ownership Structure that litigation risk adversely

and Payout Policy: An
Agency Theory

Perspective

impacts dividend payouts,
while managerial ownership
has a similar negative

effect. Conversely, institutional

and concentrated ownership
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exhibit positive associations
with dividend

yield.

The Impact of Board

Composition and

There is a positive relationship
between the propensity to pay
dividends and institutional
ownership, firm profitability

and firm age. Further, dividend

Boshnak, H. | Ownership Structure on . -
7 o per share is positively related
A. (2023) Dividend Payout o ‘
‘ ‘ to institutional ownership,
Policy: Evidence from ‘ .
. . foreign ownership, firm
Saudi Arabia. » o
profitability and age, while it
is negatively related to
managerial ownership.
The Factors Affecting
Napitupulu & | Dividend Policy of Profitability, capital structure
8 Djajanti. Manufacturing and assets have a significant
(2021) Companies in Indonesia | effect on dividends.
Stock Exchange
9 Kanojia, S., Corporate Governance | Board independence, board
& Bhatia, B. | and Dividend Policy of | size, and institutional
S. (2022) The US And Indian ownership are the key
Companies corporate governance drivers
of dividend payout in US
firms.
10 | Damayanti & | Factors Affecting Corporate governance,

Palinggi
(2023)

Dividend Policy: An
Evidence from
Indonesian Financial

Companies

profitability, and Tobin's Q
Ratio have a significant effect
on the dividend payout ratio.
Institutional ownership, return
on equity and Tobin’s Q Ratio

show a positive and significant
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direction towards the dividend

payout ratio.

Global research consistently shows that profitability and institutional
ownership positively influence dividend payout, while managerial ownership
often has a negative effect, reflecting differences in signaling and control
motives (Bian et al., 2023; Boshnak, 2023; Farooq et al., 2024; Tawfik et al.,
2025; Waheed et al., 2024). These findings highlight that profitable firms and
strong institutional monitoring encourage dividend distribution, whereas high
managerial ownership may lead to earnings retention. However, the
consistency of these relationships in Indonesia remains uncertain due to
differences in governance quality, ownership concentration, and market

structure.

In Indonesia, evidence is still limited and fragmented, with most studies
centered on manufacturing and finance sectors (Damayanti & Palinggi, 2023;
Napitupulu & Djajanti, 2021). Research combining profitability and ownership
structure is scarce, leaving the joint influence of these variables on dividend
policy underexplored. This gap is especially evident in the energy sector which
is an industry with strategic importance and distinctive governance patterns.
Thus, this study aims to fill the gap by analyzing how profitability, institutional
ownership, and managerial ownership collectively affect dividend payout in
Indonesia’s energy sector, contributing to a clearer understanding of dividend

behavior in emerging markets.

2.3 Hypothesis Development

2.3.1 Profitability and Dividend Payout

Profitability, as measured by return on equity (ROE), demonstrates a
significant positive influence on dividend payout, aligning with the
signaling theory which posits that profitable firms are more likely to

distribute dividends as a credible signal of strong financial performance
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to investors. Firms with higher ROE possess greater internal cash
generation capacity, enabling them to allocate a larger share of earnings
to shareholders without constraining operational or investment

activities.

Research by Farooq et al. (2024) in PSX-listed companies confirm that
higher profitability is associated with increased dividend payouts,
indicating that ROE serves as a reliable determinant of dividend policy
in emerging market settings. The study on Indonesian financial
companies by Damayanti & Palinggi (2023) found that a higher ROE
corresponds to a higher dividend payout ratio, and that managers are

effective in utilizing shareholders’ capital to generate profit.

These findings suggest that profitability not only enhances the firm’s
capacity to distribute dividends but also serves as a signal of
management’s confidence in sustaining future performance. Based on

this reasoning, the following hypothesis is proposed:

H1: Profitability positively affects dividend payout ratio.

2.3.2 Institutional Ownership and Dividend Payout

Institutional ownership serves as an effective internal governance
mechanism that reduces agency conflicts through enhanced monitoring
of managerial actions. Institutional investors, due to their expertise and
financial interest, often demand higher dividend payouts as a way to
limit free cash flow available for inefficient managerial use. This aligns
with agency theory, which suggests dividends can mitigate conflicts
between shareholders and managers. Empirical evidence by Tawfik et
al. (2025) confirms a significant positive relationship between
institutional ownership and dividend payout in GCC firms, highlighting
the role of institutional investors in influencing corporate financial

policy.
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Similarly, Huey & Marsidi (2022)found a positive and significant
relationship between institutional ownership and dividend payout in
Malaysian listed property firms. Institutional investors tend to favor
dividends over capital gains, using payout policies as a signal of firm
performance and financial stability. Their preference for regular income
and lower risk further supports the tendency toward higher dividend
distributions. Thus, the following hypothesis is proposed:

H2: Institutional ownership positively affects dividend payout ratio.

2.3.3 Managerial Ownership and Dividend Payout

Managerial ownership reflects the proportion of shares held by top
executives and directors, influencing corporate payout decisions
through agency theory dynamics. While moderate ownership may align
interests, higher levels can lead to entrenchment, where managers
prioritize internal control over shareholder returns. According to
Tayachi et al. (2023), a higher proportion of managerial ownership
tends to increase the use of internal funds, which consequently reduces
the amount distributed as dividends. This behaviour supports the free
cash flow hypothesis, where managers retain earnings to finance

internal projects rather than distribute them.

Empirical evidence reinforces this view. Waheed et al. (2024) found
that managerial ownership has negative eftfect on dividend payouts in
Chinese firms, indicating a tendency to adopt conservative dividend
policies. This preference reflects managerial discretion in limiting
external oversight by preserving internal resource. Therefore, the

following hypothesis is explored in this study:

H3: Managerial ownership negatively affects dividend payout ratio.
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2.4 Research Framework
The research framework presents the influence of profitability, institutional
ownership, and managerial ownership as independent variables on dividend
payout as the dependent variable. Profitability and institutional ownership are
expected to positively affect dividend payout, as they reflect strong financial

capacity and effective monitoring.

Conversely, managerial ownership is expected to have a negative effect, as
managers may retain earnings to strengthen internal control. The control
variables are firm size, liquidity, and leverage. These relationships guide the

formulation of the research hypotheses.

-

Independent Variables
Profitability (X1) Dependent Variable
Institutional Ownership (X2) Dividend Payout (Y)
Managerial Ownership (X3)

- / .

Control Variables

Firm Size (K1)

Leverage (K2)

\ )

Figure 2.1 Research Framework

Source: Writer (2025)



III. RESEARCH METHODOLOGY

3.1 Type of Research and Data Sources
This research adopts a quantitative research approach with an empirical
design to examine the impact of profitability, institutional ownership, and
managerial ownership on dividend payout in Indonesian energy sector
companies. Quantitative research is defined as the process of objectively
examining phenomena through numerical data and statistical analysis to
test hypotheses and establish relationships among variables (Salkind,
2017). This method is appropriate because it enables hypothesis testing,
the identification of causal relationships, and the use of statistical models

to produce objective, replicable, and generalizable results.

This research uses secondary data drawn from publicly available and
verified sources. The dataset consists of audited annual reports, financial
statements, and ownership structure disclosures of energy sector
companies listed on the Indonesia Stock Exchange (IDX). Although the
research period covers the fiscal years 2020-2024, dividend payout data
for a given year are only available in the subsequent year’s annual report.
Accordingly, while profitability, managerial ownership, and institutional
ownership are collected based on the respective fiscal years under study,
dividend payout data are extracted from the reports published one year

later.

These data will be obtained primarily from the official IDX website
(www.idx.co.1d) and complemented with information from company

websites.
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3.2 Population and Sample
The population of this study consists of all energy sector companies listed
on the Indonesia Stock Exchange (IDX) during the period 2020-2024. The
energy sector includes the coal mining, oil and gas, and renewable energy
sub-sectors. This population is selected due to the sector’s essential role in
the Indonesian economy and its substantial contribution to dividend

distribution and investor interest.

This study applies a purposive sampling technique that selects firms based
on specific criteria relevant to the research objectives. The purposive

sampling criteria are presented as follows:

1. Listing status
The company must be listed on the Indonesia Stock Exchange (IDX)
under the energy sector classification during at least one year within the
2020-2024 observation period.

2. Financial disclosure
The company must publish an audited annual report for at least one
fiscal year during the 2020-2024 period. The report must be accessible
through the official IDX website or the company’s official website.

3. Cash dividend data availability
The company must report cash dividend information in the audited
annual report for the relevant fiscal year or in the subsequent audited
annual report if declared after year-end. Dividends in non-cash forms
(such as stock dividends, bonus shares, scrip dividends, or other non-
cash distributions) are excluded. Both cash-dividend-paying and non-
cash-dividend-paying (zero cash dividend) firm—year observations are
included to preserve variation in the dependent variable.

4. Variable availability
The company must provide sufficient data to measure the independent

and control variables, including profitability (ROE), institutional
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ownership, managerial ownership, firm size, and leverage, for at least
one firm—year observation during 2020-2024.
Industry classification

5. The company must be classified by the IDX under the energy sector,
including the coal, oil and gas, and renewable energy sub-sectors, in at
least one year of the observation period. Firms primarily engaged in
supporting service industries or classified as cross-sector conglomerates
are excluded to maintain sectoral consistency.

6. Data structure
The study does not require firms to have complete observations for all
five years. All available firm—year observations that meet the above
criteria are included, consistent with the application of pooled Ordinary

Least Squares (OLS) estimation on an unbalanced dataset.

3.3 Operational Variables

3.3.1 Independent Variables

The independent variable refers to the factor that is deliberately

manipulated by the researcher in order to examine its potential

influence on the dependent variable (Salkind, 2017). The

independent variables in this study are profitability, institutional

ownership, and managerial ownership.

1. Profitability
Return on Equity (ROE) is an appropriate measure of profitability
in dividend policy research because it directly reflects the
efficiency of a firm in generating returns from shareholders’
invested capital. According to Dempsey & Sheng (2023) firms
with stronger ROE tend to experience more favorable market
reactions to dividend announcements because their returns exceed

the cost of equity, thereby reinforcing investor confidence.
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Similarly, Sterenczak & Kubiak (2022) emphasize that ROE is the
most appropriate measure of profitability in dividend studies
because it reflects the management’s ability to deliver returns
consistent with shareholders’ expectations, which underpins
dividend distribution decisions. Theiri et al. (2023) further
support this by demonstrating that ROE remains a robust
determinant of dividend policy even during periods of financial
distress, highlighting its resilience as a performance metric across
economic conditions. Collectively, these insights establish ROE
as both a theoretical and empirical cornerstone in explaining

dividend payout behavior.

Further empirical support is provided by Farooq et al. (2024) who
analyze the impact of ownership structure and firm-specific
characteristics on dividend policy in an emerging-market context.
They define profitability precisely as net income divided by total
equity and find that this measure (ROE) has a significant positive
influence on dividend payout and yield, indicating that firms with
higher equity-based profitability tend to distribute greater
dividends. Therefore, the formula used in this study is consistent
with Farooq et al.’s operationalization and widely adopted in

empirical dividend literature. The measurement formula is:

__ NetIncome After Tax

ROE

Total Equity

. Institutional Ownership

Institutional ownership is measured as the proportion of shares
held by institutional investors to the total number of outstanding
shares. Institutional investors, such as mutual funds, insurance
companies, and pension funds, are sophisticated stakeholders with
the resources and incentives to closely monitor management

decisions.
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Institutional ownership represents the proportion of a company’s
shares owned by institutional investors such as mutual funds,
insurance companies, and pension funds. These investors are
often considered sophisticated and influential in shaping
corporate decisions, including dividend policy. According to
Tayachi et al. (2023), institutional investors hold a significant
portion of a company’s shares, granting them the power to
influence managerial actions and financial strategies. This aligns
with the agency theory perspective, which suggests that
institutional investors can reduce agency conflicts by monitoring
management performance and ensuring that corporate resources,

including dividend payments, are allocated efficiently.

In empirical research, institutional ownership is commonly
measured as the ratio of institutional shares to the total number of
shares outstanding. Huey & Marsidi (2022) define institutional
ownership as “the ratio of shares held by institutional investors to
the total number of shares issued by the company.” Similarly,
Tawfik et al. (2025)employ the same quantitative approach,
emphasizing that this measurement accurately reflects the extent
of institutional control over the firm. Consequently, the formula of
institutional ownership which is equal to shares held by
institutions divided by total shares outstanding is widely accepted
as a standard and reliable method for quantifying the level of

institutional involvement in corporate ownership structure.

The use of this ratio is also supported by prior empirical evidence
demonstrating the impact of institutional ownership on dividend
decisions. Boshnak (2023) notes that a higher proportion of
institutional ownership tends to be associated with stronger

monitoring mechanisms and, consequently, higher dividend
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payouts. This consistency across studies highlights that
institutional ownership, when measured as the proportion of
institutional holdings to total shares, serves as an effective
indicator of governance quality. Therefore, the measurement

formula is:

Shares Held by Institution

INST =

Total Shares

. Managerial Ownership

Managerial ownership represents the proportion of company
shares owned by directors, commissioners, and managers in
relation to the company’s total outstanding shares. This ownership
structure is used to align managerial interests with those of
shareholders, reducing agency conflicts as explained by Jensen

and Meckling (1976).

In empirical research, managerial ownership is consistently
operationalized as the ratio between the number of shares owned
by directors, commissioners, and managers and the total number
of outstanding shares, as stated by Asrini & Musnaini (2025). This
measurement provides a precise quantitative indicator of the
extent to which top management holds direct financial interest in
the firm, reflecting their potential influence on strategic decisions

and alignment with shareholder value creation.

As demonstrated by Nugrahanti & Nugroho (2022), this
measurement reflects the extent to which management has a
financial stake in the company’s performance, emphasizing its
role as an internal governance mechanism that mitigates
opportunistic behavior. Similarly, Wirajaya & Arisanthi (2022)
applied this proportional measure to assess managerial
involvement in ownership as a moderating variable in an

accounting study. Therefore, based on both theoretical reasoning
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and empirical findings, this study measures managerial ownership

(MAN) as:

__ Shares Held by Directors, Commissioners, Managers

MAN

Total Shares

3.3.2 Dependent Variable

The dependent variable represents the outcome of interest that is
measured to determine the effect of changes in the independent
variable. The dependent variable in this research is dividend payout,
which reflects the company’s decision on how much of its net

earnings is distributed to shareholders as dividends.

Dividend payout is a central element of dividend policy, as it directly
signals management’s commitment to shareholder wealth and
provides insight into the firm’s financial strategy between
distributing profits and retaining earnings for reinvestment. To
operationalize dividend payout, this study employs the Dividend
Payout Ratio (DPR), a widely used indicator in empirical research

that links dividend distributions with the firm’s earnings capacity.

The Dividend Payout Ratio (DPR) reflects the extent to which a firm
distributes its earnings to shareholders, serving as a link between
profitability and dividend policy. Tawfik et al. (2025) and
Wirakusuma et al. (2025) define the DPR as the proportion of cash
dividends to net income, which at the per-share level is represented
by dividends per share (DPS) divided by earnings per share (EPS).
This formulation emphasizes realized profitability and actual cash
distributions, ensuring that the ratio captures both financial
performance and a firm’s capacity to deliver tangible returns to

investors. By using DPS and EPS, the DPR becomes a precise and
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comparable measure of how effectively a firm converts profits into

shareholder value.

From a governance standpoint, the DPR also represents a mechanism
of financial discipline. Tayachi et al. (2023) argue that dividend
policy, as measured by the payout ratio, aligns managerial actions
with shareholder interests by ensuring that part of the firm’s profits is
distributed in cash, thereby minimizing agency conflicts. In
emerging market settings, Junior et al. (2024) emphasize that
dividend decisions depend on free cash flow availability and
leverage constraints, reflecting management’s effort to balance
liquidity with investor expectations. Thus, the DPR expressed as
DPS divided by EPS eftfectively captures profitability outcomes

within the context of corporate governance and financial prudence.

Louziri & Oubal (2022) further note that a payout ratio based on
actual cash dividends signals profitability strength and corporate
maturity, particularly under conditions of information asymmetry.
Grounding the DPR in cash-based measures provides a transparent
and reliable indicator of a firm’s financial health, governance quality,

and dividend stability. Therefore, the formula of DPR is:

__ Dividend per Share

DPR

Earnings per Share

3.3.3 Control Variables

A control variable is an additional factor that is held constant
throughout the study to ensure that it does not confound the
relationship between the independent and dependent variables.

Control variables in this study are firm size and leverage.
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Firm Size

Firm size is a vital control variable in dividend policy studies as
it represents differences in financial capacity, diversification,
and access to capital that affect dividend decisions. Larger firms
typically demonstrate higher earnings stability and financial
flexibility, allowing more consistent dividend distribution. It
also reflects transparency and investor confidence, reducing
information asymmetry in managerial decisions. Tayachi et al.
(2023) highlight firm size as a key control variable to account
for these essential firm characteristics influencing dividend

behavior.

Empirical findings from prior Indonesian studies further
reinforce the inclusion of firm size as a control variable. The
study by Napitupulu & Djajanti (2021) found that larger firms,
measured through the logarithm of total assets, tend to have a
significant positive relationship with dividend payout ratios.
This implies that companies with higher asset bases are more
capable of generating stable profits and distributing dividends to

shareholders.

Similarly, Wirama et al., (2024) confirmed that firm size
consistently influences dividend policy across different levels of
payout distribution, showing that firm scale remains a reliable
determinant regardless of varying firm conditions within the

Indonesian market context.

In methodological terms, firm size serves as an effective control
to mitigate potential omitted variable bias in the relationship
between profitability, ownership structure, and dividend policy.
Previous researchers have measured firm size using the natural

logarithm of total assets to normalize data and minimize
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skewness among variables. Therefore, the formula of firm size
of this study is:
SIZE = In(Total Assets)

2. Leverage

Leverage is an important control variable in dividend policy
research because it reflects the firm’s financial structure and
capacity to fulfill its long-term obligations. Higher leverage
increases financial risk since a greater proportion of debt
requires firms to prioritize interest and principal payments,
leaving fewer resources for dividend distribution. The study by
Boshnak (2023) explains that firms with high debt levels often
reduce dividend payments to conserve liquidity and comply
with debt covenants that limit cash distributions. Similarly,
Tawfik et al. (2025)recognize that leverage serves as a key
determinant of dividend payout because debt commitments
create pressure to retain earnings for repayment, thus lowering

the ability to distribute dividends.

Moreover, leverage plays a dual role in the governance context
by influencing both financial decisions and managerial
behavior. Khan (2022) notes that leverage functions as a
disciplinary mechanism over managers by reducing free cash
flow and limiting excessive spending, yet this same monitoring
effect can indirectly constrain dividend policy. When a firm
carries higher debt, managers face increased scrutiny from
creditors and must allocate earnings toward debt servicing
rather than dividend distribution. Kanojia & Bhatia (2022)
further highlight that leverage interacts with ownership
structure, as firms with substantial debt may rely less on

dividend payouts to signal performance or align managerial
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interests, reinforcing the theoretical link between leverage and

dividend decisions.

Given its influence on both liquidity and agency-related
factors, leverage is consistently applied as a control variable in
empirical models examining dividend policy. The four
reviewed studies incorporate leverage to account for variations
in financial risk and debt capacity that could otherwise bias the
estimation of ownership and profitability effects. Following
this established practice, this research adopts the measurement

of leverage as. The formula is:

Total Debt
Total Assets

LEV=

3.4 Data Analysis Techniques

3.4.1 Descriptive Statistics

Descriptive statistics are statistical techniques used to summarize,
organize, and present data in a manner that allows researchers to gain
an initial understanding of the characteristics of a dataset without
drawing conclusions beyond it. Descriptive statistics encompass
three main categories of measures. First are the measures of central
tendency, which include the mean, median, and mode. These indicate
the typical or most representative value within a distribution. Second
is the measures of variability, such as the range, variance, and
standard deviation, which reflect the degree of dispersion or spread
of the data around the central value. Lastly, descriptive statistics also
involve measures of distributional shape, including skewness and
kurtosis, which describe the asymmetry and the degree of peakiness

of the data distribution (Salkind, 2017)
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3.4.2 Classical Assumption Tests

To ensure the validity of the regression model, several diagnostic

tests are conducted:

1.

Normality Test

A normality test is a statistical procedure used to assess whether
the residuals or error terms in a regression model follow a
normal distribution, which is a fundamental assumption in
classical linear regression analysis. Among the available
methods, this study uses the Jarque-Bera (JB) test which is the
widely applied methodology because it evaluates normality

based on the skewness and kurtosis of the distribution.

The test examines whether the sample data exhibit a skewness

equal to zero and a kurtosis equal to three, which are consistent

with a normally distributed variable. Under the null hypothesis

of normality, the JB statistic follows a chi-square distribution

with two degrees of freedom (Gujarati & Porter, 2009). The

decision rule for the Jarque-Bera test is as follows:

a. If Sig. (p-value) > 0.05, the data are considered normally
distributed.

b. If Sig. (p-value) < 0.05, the data are considered not

normally distributed.

Multicollinearity Test

A multicollinearity test is conducted to assess whether
independent variables in a regression model are excessively
correlated, which may inflate the variance of coefficient
estimates and undermine statistical inference (Gujarati & Porter,
2009). The decision-making criterion relies on the tolerance
value and the Variance Inflation Factor (VIF). Specifically,
multicollinearity is considered absent when the tolerance value

is greater than 0.10 and the VIF is less than 10. Conversely,
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tolerance below 0.10 or VIF exceeding 10 indicates
multicollinearity, signaling potential instability of coefficient

estimates and the need for corrective measures.

Heteroskedasticity Test

A heteroskedasticity test evaluates whether the variance of error
terms in a regression model is constant, a key assumption of the
classical linear regression model (Gujarati & Porter, 2009). The
Glejser test is a common method, conducted by regressing the
absolute residuals on the explanatory variables or their

transformations to detect systematic variance patterns.

The interpretation of the Glejser test results is based on the
statistical significance of the explanatory variables in the
auxiliary regression. If the coefficients in the auxiliary
regression are statistically insignificant (p-value > 0.05),
homoskedasticity is assumed and heteroskedasticity is absent.
Conversely, significant coefficients (p-value < 0.05) indicate
heteroskedasticity, implying inefficient estimators and unreliable

inference.

Autocorrelation Test

An autocorrelation test assesses whether error terms in a
regression model are correlated across observations, violating
the assumption of independent disturbances in the classical
linear regression model (Gujarati & Porter, 2009). While
autocorrelation does not bias coefficient estimates, it makes
them inefficient and produces unreliable standard errors. The

Durbin-Watson (DW) statistic is the most common tool for
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detection, ranging from 0 to 4, with a value near 2 indicating no

autocorrelation.

The interpretation of the DW statistic is based on critical
bounds. DW values significantly below 2 suggest positive
autocorrelation, while values significantly above 2 indicate
negative autocorrelation. Formal decision-making uses the
Durbin-Watson bounds test: values below the lower bound
imply positive autocorrelation, values above the upper bound
imply no autocorrelation, and values in between are

inconclusive.

If any assumption is violated, the results are interpreted with caution
and robustness is supported by additional descriptive or diagnostic

discussions.

3.4.3 Regression Model Specification and Estimation

The main method of analysis is multiple linear regression using
Pooled OLS, which can be estimated directly in SPSS through the

linear regression procedure.

The model is specified as:

DPR;, = ﬂo + ﬁ]ROE,‘,[ + ﬁz]NST[,z + ,B3MAN,;; + ,B4S]ZE it T
BsLEV it + €

where:
e DPR = Dividend Payout Ratio
e ROE = Profitability (Return on Equity)
e INST = Institutional Ownership
e MAN = Managerial Ownership
e SIZE = Firm Size (Log of Total Assets)



40

LEV = Leverage (Debt-to-Assets Ratio)

¢ = Error Term

This model tests the influence of profitability, institutional

ownership, and managerial ownership on dividend payout, while

controlling for firm size and leverage.

3.4.4 Hypothesis Testing

1.

F-Test (Overall Significance of the Model)

The F-test is employed to examine the overall significance of
the regression model. It tests whether all independent variables,
considered jointly, have explanatory power for the dependent
variable. The null hypothesis states that all regression
coefficients are simultaneously equal to zero, while the
alternative suggests that at least one differs from zero. If the
significance value (p-value) of the F-statistic is less than 0.05,
the null hypothesis is rejected, indicating that the independent
variables collectively have a significant effect on dividend

payout (Gujarati & Porter, 2009).

t-Test (Partial Significance of Coefficients)

The t-test is used to assess the significance of each independent
variable individually. For each test, the null hypothesis assumes
that the coefficient of the variable is equal to zero, implying no
partial effect on the dependent variable. A p-value below 0.05
leads to rejection of the null hypothesis, signifying that the
variable in question has a statistically significant influence. If
the p-value exceeds 0.05, the effect of that variable is not
statistically significant (Gujarati & Porter, 2009)
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3. Coefficient of Determination (R?)
The coefficient of determination measures the proportion of
variance in the dependent variable explained by the independent
variables. An R? value approaching 1 reflects high explanatory
power, while a value closer to 0 indicates weak explanatory
ability. In multiple regression, the adjusted R? is often reported
as it accounts for the number of predictors and provides a more

accurate measure of model fit (Gujarati & Porter, 2009).

4. Robustness Check
To further ensure the reliability of the findings, some robustness
checks are conducted. This approach follows the principle of
model specification, which allows for alternative operational

definitions of theoretical constructs to test the stability of results

(Gujarati & Porter, 2009).

Firstly, return on assets (ROA) is employed as an alternative
measure of profitability to test whether the results are consistent
across different definitions of firm performance. Empirical
studies, such as research conducted by Boshnak (2023) have
also applied ROA as a profitability proxy when examining
dividend payout policies, demonstrating its relevance as an

alternative measure. The formula of ROA 1is:

Net Income After Tax
Total Asset

ROA =

If the findings remain consistent when ROA is employed, it
reinforces the robustness of the conclusions regarding the

impact

of profitability on dividend payout. Conversely, differing results
may provide additional insights into how alternative measures of

profitability captures different dimensions of firm performance



V. CONCLUSION, LIMITATION, AND RECOMMENDATION

5.1 Conclusion
The empirical results demonstrate that profitability has a positive and
significant effect on dividend payout ratios, indicating that firms with
stronger financial performance are more likely to distribute higher dividends.
This finding confirms that dividend decisions in the Indonesian energy sector
are fundamentally driven by firms’ earnings capacity and supports signaling
theory, which posits that dividend payments serve as credible signals of
financial strength in environments characterized by information asymmetry.
The robustness test using return on assets further validates this conclusion,
confirming that the positive influence of profitability on dividend payout

remains consistent across alternative profitability measures.

In contrast, institutional ownership does not exhibit a statistically significant
effect on dividend payout ratios. This result does not imply that institutional
investors play no governance role, but rather suggests that their monitoring
influence may operate through mechanisms other than dividend pressure.
Institutional investors in capital-intensive industries such as the energy sector
may prioritize long-term firm value and sustainable growth over short-term
dividend extraction, thereby tolerating lower payouts when retained earnings
are needed to support operational expansion. As a result, dividend policy in
the observed firms appears to be shaped more by internal financial conditions

than by the presence of institutional shareholders.

Similarly, managerial ownership is found to have no significant effect on
dividend payout ratios, indicating that variations in shares held by managers,
directors, and commissioners do not materially influence dividend

distribution decisions in the Indonesian energy sector. Although agency
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theory and free cash flow theory predict that managerial ownership may
reduce dividend payouts due to managerial preference for retained earnings,
the findings suggest that these mechanisms do not play a dominant role in this
context. One key explanation is the relatively low level of managerial
ownership observed in the sample, which limits managerial power to
influence dividend policy and reduces the likelihood of dividend decisions
being driven by managerial discretion. Therefore, this study concludes that
dividend payout behavior in Indonesian energy sector companies is primarily
determined by financial performance, while ownership-based governance
variables do not independently serve as significant drivers of dividend

distribution decisions.

From a regulatory and governance perspective, the insignificant effects of
institutional and managerial ownership underscore the need for stronger
ownership disclosure standards in the Indonesian capital market. In
environments characterized by ownership concentration and information
asymmetry, limited transparency can obscure control structures and weaken
investor protection. Accordingly, enhanced oversight by the Financial
Services Authority (OJK) and the Indonesia Stock Exchange (IDX) is
essential to ensure accurate, consistent, and timely disclosure of ownership
structures. Clearer disclosure would improve the information environment,
mitigate agency risks, and allow investors to assess whether dividend policies

reflect firm performance or managerial discretion.

5.2 Research Limitation
The following limitations should be considered when interpreting the findings
of this study, as they may affect the scope, generalizability, and explanatory

power of the results:

1. This study is limited to energy sector companies listed on the Indonesia

Stock Exchange during the 2020-2024 period. Therefore, the findings
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may not be generalizable to firms in other sectors or different economic
contexts.

2. The observation period of five years may not fully capture long-term
dividend policy behavior, particularly in the energy sector, which is
highly influenced by commodity price cycles and macroeconomic
fluctuations.

3. The model includes a limited set of explanatory and control variables.
Other potential determinants of dividend policy, such as liquidity, growth
opportunities, taxation, and broader corporate governance mechanisms,

are not examined and may affect dividend payout decisions.

5.3 Recommendation
Based on the limitations identified in this study, the following
recommendations are proposed to guide future research and enhance the
understanding of dividend payout determinants:

1. Future studies are encouraged to extend the scope of analysis to other
industrial sectors or conduct cross-sector comparisons to enhance the
generalizability of findings related to dividend payout determinants in
Indonesia.

2. Future research may employ a longer observation period to better capture
long-term dividend policy behavior and account for cyclical fluctuations,
particularly in capital-intensive industries such as the energy sector.

3. Future research should consider incorporating additional explanatory
variables, such as liquidity, growth opportunities, taxation factors, and
broader corporate governance mechanisms, to provide a more
comprehensive understanding of the factors influencing dividend payout

decisions.
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