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Abstract
% purpose of this study is to obtain the empirical evideBb about the influence of cash flow, leverage, and
market to book ratio to the level of dividend payments. The population used in this study iffe consumer goods
companies listed in Indonesia Stock Exchange from 2015 to 2017. The results show that Cash Flow, leverage,
and market to book ratio simu]taously influence the level of dividend pzancnt of the consumer goods
companies listed in the IDX and while the market to book ratio is partially influence l level of dividend
payments to the consumer goods companies listed in the IDX. There fore the bigger of the market to book ratio
the bigger the dividend must be payed by the companies of the consumer goods listed in IDX.
Keywords: cash flow, leverage, market to book ratio, dividends
DOI: 10.7176/RIFA/10-2-09

1. Introduction

L. INTRODUCTION

1.1 Background

Companies that make dividend payments indicate their financial capacity and company managers decide to
signal information to investors about their hopes for future eamings by raising or lowering dividends. An
implication of the conclusion above if a company that raises the dividend rate will be followed by a reaction to
the increase in stock prices.

With this phenomenon, it is important to know the relationship between dividends and the factors that
influence them. By knowing the factors that influence it, the information behind dividend payments will be
known. It may be used by investors to make investment decisions or help managers decide on dividend payments.
Investors no longer make decisions based on historical data.

The fact that managers and analysts have noticed a dividend policy, dividends must be related to something
Baker (2009). the factors that influence dividends are divided into three important categories, namely firm
charismatic, market charactcrm: and substitute forms of payout. Firm characteristic is more influenced by
fundamental firm characters such as profitability , cash flow . growth . and leverage . While the market
characteristic influenced by the market conditions in which the company operates like a tax .

One study was conducted by Amidu and Abor (206} They have conducted research to look for factors that
influence the ratio of dividends in Ghana. In the study Amidu and Abor included profitability . cash flow . tax .
risk , institutionalding . growth and market to book value as independent variables. With the results of the
study as follows, there is a positive relationship between dividend payments and profitability , cash flow . and
tax . And the negative relationship between dividend and risk payments , institutional holding . growth and
market to book value .

Cash flow itself is an illustration of the company's financial position and is important in calculating
dividend payments, because the stronger the liquidity position of a company will influence the company's ability
to finance the company. The unfavorable position of the company's liquidity will indicate a lack of ability of the
company to pay dividends.

Research conducted by Musthfffvati (2010) states that book value influences dividend payments. Book
Value can be seen by looking at the market to book value ratio . The higher MTB value ( market to book value)
shows the tendency of higher levels of investment opportunity for companies. High MTB causes the company's
retained eamings to increase or have higher liquid flexibility, so the company has the opportunity to develop the
company. When developing a company, the company will prefer to use the retained eamnings to develop the
comffghy rather than providing dividends to investors.

Based on the background of the problems described above and the place of research to be carried out, this
study takes the title : " Influences of Cash Flow , Leverage , and Market to book ratio on Dividend Payment
Levels: Study p of Consumer Goods Companies Period 2015-2017 " .
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2 Problem Formulation

Based he description above. the problems raised in this study are:

1. &h flow, leverage, market to book ratio simultaneous influence on the level of dividend payments in the
consumer goods company lis@lbn the Stock Exchange? [14]

2. is Partial Cash Flow has an influence on the level of dividend payments to consumer goods companies
listed in the IDX ? FE)

318 le\-'erag(in partial influence on the level of dividend payments to consumer goods companies listed in the
IDX? W

4. Does mmarket to book ratio have a partial influence? on the level of dividend payments to consumer
goods companies listed in the IDX ?

E3 Research Purposes

This study aims to conduct an analysis of

1. The Inﬂucncea’ Cash Flow , leverage , market to book ratio simultaneously towards the level of dividend
payments on consfiler goods companies listed in the IDX ?

2. The Influence of Cash Flow on the level of dividend payvments to consumer goods companies listed in the
IDX ?

3. The influence of leverage on the level of dividend payments to consumer goods companies listed in the
IDX ?

4. The influence of the market to book ratio partially to the level of payment dividends in consumer goods
companies listed in the IDX ?
17

1.4 gﬂeﬁts of Research

This research is expected to provide benefits:
1. For investors, the results of this study can be used as one of the new discourses in considering aspects that
need to be taken into account in investment .

2. For companies, can contribute ideas about the Influence of Cash Flow , leverage , market to book ratio the
level of dividend payments by the cfff@pany.

3. For academics, the results found in this study can be used as a reference and guideline for future researchers
who are also interested in discussing the issues raised in this study.

IL LITERATURE REVIEW

Level of dividend payment (LDP)

Frankfurter and Wood, Jr. (2003) define dividends as distributing company ings ( past or present ) in the
form of real assets to shareholders according to their proffiflion of ownership. Amidu and Abor (2006) state that
level of dividend payment (LDP) is the ratio between dividends per share and earnings per share. The LDP
reflects the dividend policy from management regarding the amount of dividends that must be distributed to
shareholders.

Bish flow

Cash flow is the amount of cash that comes out and enters the company because of the operational afiJities of
the company. The company's cash flow can be seen from the financial statemeff) namely the cash flow
statement. The cash flow report summarizes the cash flow in and out of the company for a certain period of time.
Cash reports are needed because in some situations. the income statement is not accurate enough to describe the
company's financial condition. For example, a growing company will have the following characteristics. The
company has a high level of sales (eg sales are made on credit). which means it will record high income / sales
(Mamduh, 20EE}: 33).

The net cash flow of a company is different from its accounting profit, because some of the income and
expenses reported in the income statement are not paid in cash throughout the year. Calculating the net cash flow
of a company is by dividing net inf8e after tax (after added depreciation and amort}tion) with the total assets
owned by the company. Because depreciation is a non-cash expense, depreciation must be added back to net
income to obtain net cash flow (Brigham and Houston, 2010: 96).

Leverage

This ratio measures a company's ability to fulfill its long-term obligations. Companies that are not solvable are
companies whose total debt is greater than the total assets. This ratio focuses on the riffside or company
obligations. There are several types of leverage ratios that can be calculated, namely the ratio of debt to [Efdhl
assets, times interest earned ratio, and the ratio of fixed charge coverage. But in this measurement only the ratio
of debt to total assets will be used.
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The debt to total assets ratio can be calculated hy@iding the total debt by the total assets of the company.
A high ratio means a company uses high debt or financial leverage. The use of high debt will increase
profitability, on the other hand, high debt will also increase risk. If sales are high, the company can get high
profits (because it only pays interest that is fixed). For example, leverage of 66%, then PT.A uses funds of 66%
ofcrators (Mamduh, 2015 : 41).

Total debt includes all current liabilities and long-term debt. Creditors prefer lower debt ratios because the
lower the debt ratio, the greater the protection of creditors' losses in the event of liquidation. On the other hand,
shareholders may want more leverage because it will increase expected profits (Brigham and Houston, 2010:
143).

Market to Book Value Ratio

Market value rff5 (market value ratio) relates to the company's sk price to profit, cash flow. and the value of
the book . The ratio of the market price of a stock to the value of its bo&ivcs an indication of investors' views
on the company. Companies that are considered good by the company (which means companies with profits and
safe cash flow and continue to experience grdZeh) are sold with a higher book value ratio than companies with
low returns. First, calculate the book value per shaffliv dividing the total equity by the number of shares
outstanding (Brigham and Houston, 2010: 151). Next, dividm market price per share with the book value per
share to get the market \-'@c / book value ratio (market / book value = M / B). Because the M / B ratio 1s
generally greater than 1, this means that mvestors are willing to pay shares gmcr than the value of the
accounting book. This situation occurs especially when the value of assets, whether inflation or "goodwill". Thus,
assets purchased several years ago at prices before inflation are recorded based on the initial acquisition price
even though inflation has caused the actual asset value to rise significantly. Successful business continuity also
has a value that exceeds its historical costs (Brigham and Houston, 2010: 152).

Framework

a.  Influence of Cash Flow on Level of dividend payment
Amidu and Abor (2006) and Liu a@/anghong (2003) state Cash Flow often considered to influence dividend
payments rather than profitability . This is because Cash Flow can reflect the company's financial position while
profitability only reflects the company's income. Goo sh flow position of companies makes companies better
able to finance their funding sources. That way, thc%on of the company's Cash Flow will influence
company's ability to pay dividends. The stronger the position of the company's Cash Flow is likely to be
followed by the increase in the company's dividend payment capability.

b.  Pengaruh chcme to Level of Dividend payment
Leverage company is the company's financing decision in the form of debt. The higher the company's leverage
will always be followed by the high debt of the company. For companies that have high debt, companies are
more careful in determining the level of dividend payments , because companies that have high debts make
companies prone to liquidation or fail to meet company debt payments. This makes managers more allocate
company funds to debt repayments rather than dividend payments. Moreover, companies that have debt tend to
have debt agreements that regulate dividend restrictions. Liu and Yanghong (2005) and Grill, Bigger and
Tibrewala (2010) state the level of risk of a company influencing the level of dividend payments . High risk
companies are advisedty pay dividends with a smaller payment rate .

¢.  Influence of Market to Book Ratio on the Level of dividend payment
Grill, Bigger and Tibrewala (2010) and Mustikawati (2010) find a negative relationship between investment
opportunity variables with level of dividend payment . high investment opportunities will make companies that
have profits held high enough to invest. Companies that have a book value that is lower than market prices make
the company can fund companies to invest.

Companies that have a large size will be very easy to get access in the capital market compared to

companies that have a small size. The increasing size of the company will reduce its internal funding and the
company will try to pay dividends to shareholders.

Hypothesis

H 1 : Cash Flow . Leverage, Market t o book ratio has an influence simultaneous to the level of dividend
payment on consumer goods companies listed in the IDX ?

H2: Cash flow has a partial influence on the level of dividend payment in consumer goods companies listed in
the IDX ?

H3 : Leverage has a partial influence on the level of payment dividends in consumer goods companies listed in
the eX b

H4: Market to book ratio has a partial influence on the level of dividend payment in consumer goods companies
listed in the IDX ?
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111 RESEARCH METHODS
3.1 Types and Data Sources
The data collected for this study are secondary datfflbtained from the Indonesia Stock Exchange website and the
investment world. The data used in this study was obtained from financial reports on consumer goods companies
listed in the IDX for 4 years from 2015 - 2017 .

3.2 Population and Samples

The data population used in this study is the consumer goods companies listed on the Indonesia Stock Exchange

from 2015 to 2017 . From am:m]ation of 38 companies, then a sample of 29 companies was obtained. The

sampling method that will be used in this study 1s purposive sampling, that is. the population that will be used as

the research sample is one that meets certain sample criteria in accordance with the desired and then selected

based on certain considerations according to the ref@hrch objectives. The criteria for sample research are:

a) Included in the company's publicly traded consumer goods in Indonesia Stock Exchange in the period
from 2015 to 2017

b)  Companies that issue audited financial statements as of December 31 (12 months).

3.3 Operational definitions of variables

Table 4 .1.
Operational Definition of Variables
No. | VARIABLES ]\mSUREMENT SCALE
1 Level of dividend payment mvidend per share / earning per share Ratio
2 Cash flow (Net Profit after Tax + Depreciation) / Total Assets) | Ratio
3 Financim;\'cragc Total Debt / Total Assets Ratio
4 Market to Book Value Ratio Market Prices per Share / Book Value per Share Ratio

Source: Mamduh ( 2015 ) Brigham and Houston (2006.2010);

3.4 Data Analysis Methods
Regression sis

The analysis technique used in this study is multiple linear regression, which is an analysis used to
determine the influence of independent variables on the holding of company cash. In carrying out its calculations,
this stumscs a SPSS 21.0 tool (Statistical Product for Social Science).
LDP=a+p,; AK+ B, LEV +p; MBV + +

Where:

LDP = Level of dividend payment

AK = Cash Flow

LEV = @nciai Leverage

MBV = Market to Book Value Ratio

a = Constant

Bi1-PB; = Regression Coefficient Parameters

= Error
Before testing hypotheses, classical assumptions will be tested which underlie the use of the multiple

regression model so that the data that will be used in hypothesis testing are free from the possibility of classical
assumption deviations, which are unbiased and have minimum variance. The main classic ass according to
Gujarati (200 6 ) consists of:

a.  Variable normality disturbance (disturbance error)

b.  Multikolinearitas

c.  Autocorrelation

3.5 Hypothesis testing

Brest F Statistics

To test the first hypothesis. namely whether the independent variables in the study jointly influence the
&) cndent variable, then testing is done using the F test, to see the influence of Cash Flow , Leverag e Financial ,
Market to Book Value Ratio . jointly influences the level of dividend payment

2) Test Statistics t

To test the second hypothesis is done partially or called the t test, which is to test the significance of the constant
and the independent variables contained in the equation individually whether it influences the valifof the
independent variable (Gujarati, 2006). To see the influence between Cash Flow , Leverag e Financial , Market to
Book Value Ratio, the partial influence on the level of dividend payment
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IV.  RESULTS AND DISCUSSION

4.1 Descriptive analysis

Descriptive statistics provide an overview of data, among others in the form of mean , minimum, maximum,
stancfBZl deviation (Sunjoyo et al., 2017 ). The results of testling descriptive statistics in this study can be
seen in table 5.1. below this:

Table 5.1
Descriptive Statistics Table
Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
Cash flow 87 -95 44 1301 16887
Financial leverage 87 o 1.85 4348 25124
Market BV 87 -29 46.63 4.6162 8.02713
P 87 .00 137.71 21.7476 33.08355
Valid N (listwise) 87

Source: Processed Data, 2015

In table 5.1 shows the descriptive results of the variables under study. Average Cash Flow of 0.1301 with a
minimum value of -0.95 which is a Cash Flow in 2012 in the company PT. Davomas Abadi Tbk (DAVO) and
the maximum value of 0.44 which is Cash Flow in 2015 in the company PT. HM Sampoerna Tbk (HMSP) and
with a standard deviation value of 0.16887 which means that there is a difference in the Cash Flows studied
against the average value of 0.16887

Average Financial Leverage is 0.4348 with a minimum value of 0.07 which is a Financial Leverage in 2017
in the company PT. Davomas Abadi Tbk (DAVO) and a maximum value of 1.85 which Financial Leverage
in 2012 at the company PT. Davomas Abadi Tbk (DAVO) and with a standard deviation value of 0.25124 which
means that there is a difference in the value of Financial Leverage examined against the average value of
0.25124.

The average Market Book Value is 0.46162 with a minimum value of -0.29 which is a Value Market Book
in 2012 in the company PT. Davomas Abadi Thk (DAVO) and a maximum value of 46.63 which is a Market
Book Value in 2017 at the company PT. Unilever Indonesia Tbk (UNVR). Then the standard deviation value is
8,02713. which means that there is a difference in the Market Book Value value that is examined against the
average value of 8.02713.

The average level of dividend payment is 21.7476 with a minimum value of 0.00 and a maximum value of
137.71 owned by the commy PT. HM Sampoerna Tbhk (HMSP) in 2017 and with a standard deviation value of
33.08355 which means that there is a difference in the Level of dividend payment studied against the average
value of 33.0835.

4.2 EBst of Classical Assumptions
4.2.1 Normality test
The results of the normality test with a probability plot graph can be seen in the picture below:
Figure 5.1
Data Normality P-Plot Graph
NMormal P-P Plot of Regression Standardized Residual
D v DPR

0.6

0.4

Expected Cum Prob

00 1 T T T
00 02 04 0.6 ¥ 1.0

o d Cum Prob

The results of the normality test as seen in the spread of data (point) on the diagonal axis of the normal
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1
graph of plot 4.1 follow the diagonal line so that’can be concluded that it is normally distributed.
4.2.2 Test Heteroskidastity
The way to detect heteros@Masticity is to look at a scatterplot graph. The basis of scatterplot graph analysis if
there are certain patterns such as dots that form a certain pattern that is regular (wavy., widened and then
narrowed), then indicates that heteroscedasticity has occurred. If there is no clear pattern and the points spread
above and below zero on the Y axis, there 1s no heteroscedasticity (Ghozali, 2015 ).

Figure 5.2
Heteroscedasticity Test Graph
Scatterplot
Dependent Variable: DPR
a=]
_ o
5 =]
= “
5 2~ = L]
=1 =22 o
g o
] 232
2 ] ) ° =
a2 \ £ o
5 »
)
e | o
T T T T T T
- -2 o 2 & 8
Regression Standardized Predicted Value

Based on the scatterplot graph analysis in Figure 5.2 above, there is no clear pattern, so that it can be stated
that the data in this study did not occur heteroscedasticity.
4.2.3 Multicollinearity Test
According to Ghozali ( 2015 ) the multicollinearity test aims to test whether there is a good regression model a
there is no correlation between the independent variables. Besides the detection of multicollinearity also aims to
avoid the habit in making c@@lusions regarding the influence of the partial test of each independent variable on
the dependent variable. The results of the multicollinearity test can be seen below:
Table 5.2
Multicollinearity Test
Coefficients *

Collinearity Statistics
Model Tolerance VIF
1 (Constant)
Cash flow 237 4,227
Financial 303 3,298
Market BV 381 2,627
a. Dependent Variable: LDP
Source: Processed Data, 2015

A good regression model should not occur between the independent variables. Multfillinearity test can be
seen with the Variance Inflation Factor (VIF) value of each of the dependent variables. If the VIF value is not
more than 10, there are no symptoms of multicollinearity (Suliyanto, 285 ). The table above shows that the
independent variable has a Variance Inflation Factor (VIF) value below 10, so it can be concluded that there are
no symptoms of multicollinearity.

4 .2.4 Autocorrelation Test

Autocorrelation is a condition when an error term at a certain period correlates with a disturbing factor in another
period. A good regression model is a regression is free from autocorrelation (non autocorrelation). Testing
the symptoms of autocorrelation is done by the Durbin-Watson test, if the DW value is between 1,724-2.276
then autocorrelation does not occur (Ghozali, 2015 ).
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Table 5.3
AutoBrelation Test Results

Model Summary Gl
Model | R |R Square | Adjusted R Square | Std. Error of the Estimate | Durbin-Watson
Il 022N 387 .363 26.37094 1930
aPrcdictm's: (Constant), Market BV, Financial, Amus Kas
b. Dependent Variable: LDP

Based on the test results, the value of Durbin-Watson obtained is 1.930. This value is located between
1,724-2.276. It can be concluded that there are no symptoms of autocorrelation in this study.
74
!’; [ﬂa Analysis Methods
4 .3.1 Multiple Linear Regression Analysis
Analysis of the data used in the study is multiple redfi@sion analysis with the help of computers through the
SPSS 19.0 for Windows multiple regression program based on functional or causal rclationsms‘ of more than
one independent variable with one dependent variable (Sugiyono, 2015 ). The equation used is as follows:
Y=a+b, X, +b,X,+b3X;+e
The following are the results of testing multiple linear regression presented in the table below:

Table 5.4

Results of Multiple Linear Regression

Coefficients *

Unstandardized Coefficients | Standardized Coefficients
Model B Std. Error Beta
1 (Constant) 23.236 11,398
Cash flow 1,097 34,623 006
Financial -30,571 20,555 =232
Market BV 2.526 .574 613

a. Dependent Variable: LDP
Air ity information in Table 5 4 the regression equation as follows:

Y =23,236 + 1,097X , - 30,571X ; + 2,526X ;
Based on the linear regression equation can be interpreted as follows:
1. A constant of 23,236 gives the meaning that if the Cash Flow (X | ), Financial Leverage (X , ), Market
Book Value (X ; ). book value (X 4 ) is assumed to be 0. then the Level of dividend payment (Y) is worth
23.236 .
2. The regression coefficient of the Cash Flow variable (X | ) of 1.097 means that this indicates that by
adding one unit of Cash Flow there will be an increase in the Level of dividend payment of 1.097. And vice
versa.
3. The regression coefficient of Financial Leverage variable (X 5 ) 1s -30.571, which means that this
indicates that with the addition of one unit of Financial Leverage there will be a decrease in the Level of
dividend payment of -30,571. And vice versa
4. The Market Book Value variable regression coefficient (X 5 ) is 2.526 meaning that this indicates that
by adding one Market Book Value unit, there will be an increase in the Level of dividend payment of 2.526.
And vice versa.
4.3.2 Hypothesis Test
Hypothesis testing 1s donemth using SPSS 19.00 for windows and the test equipment in the form of multiple
linear regression, so that it can be seen the influence between the independent variables on the dependent
variable.
Test F Statistics
To find out the significant influence is through calculations that can be used to accep{ffl reject the formulated
hypothesis, namely by looking at the significance of each independent variable with a significance level of o =
0.05. If the significance level is less than o = 0.05, H  ;, rejected or partially Ha accepted means of the
independent variables significantly influence the dependent variable.
[E5is for a decision to determine H o and Ha aceepted is with the following criteria:
IfF Loum = F pie » means H 5, rejected
IfF count <F gavle - it means that H ;;; accepted
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The following are the results of the F static tesmlich are presented in the table below:

Table 5.5
F Statistic Test Results
ANOVA "
Model Sum of Squares df Mean Square E Sig.
1 Regression 36408.448 3 12136.149 17.451 000"
Residual 57720.404 83 695427
Total 94128,852 80

a. Predictors: (Constant), Market BV, Financial, Arus Kas
b. CEERndent Variable: LDP
Based on table 4.5, it can be explained that the F ,, value is .451 with a p-value of 0,000 and the _.1uea
F value is greater than the value of the F ) (17.451> 2.71). Thus H g is rejected and download erima H ; From
these results it can be stated that simultaneously Cash Flow. Financial Leverage. and Market Book Value
ucncc the Level of dividend payment.
T test
To find out whether the influence is significant or not is through a calculatthat can be used to accept or reject
the formulated hypothesis, namelm-' looking at comparing the value of t .y With t gy at a 95% confidence
level (. = 0.05), with the decision eriteria:
kS IE t count <t wabte © H 045 accepted or H i rejected
. BT ==t ekl .. aced or H ¢, rejected
Another alternative can be used to accept or reject the formulated hypothesis, namely by looking at a
@iﬂcancc smaller than 0.05 then H  rejected or H , accepted means that the independent variable partially has
a significant influence on the dependent variable (Ghozali, 20_
The following are the results of the static test t presented in the table below.
Table 5.6
Statistical Test Results t
Coefficients *

Model t Sig.
1 (Constant) 2,039 45
Cash flow 032 975
Financial -1.487 141
Market BV 4,399 000
a. Dependent Variable: LDP

Based on table 4.6 it can be explained that hypothesis testing is as follows:
1. Testing the regression coefficient of variable Cash Flow (X | )
The value of t _,, variable Cash Flow (X | ) is smaller than 1.9876 (t .. ) which is equal to 0.032 and
positive direction. The significance level of the Cash Flow variable (X | ) 1s 0.975 (> 0.05). Thus HO 1s
accepted and H , ;. rejected. From these results can be stated that partially Cash Flow does not influence the
Level of dividend payment.
2. Testing the regression coefficient of Financial Leverage variables (X ;)
The value of t oum Financial Leverage variable (X ;) is smaller than 1.9876 (t yu. ) which is equal to -1.487
and negative direction. The significance level of the Financial Leverage variable (X ;) is 0.141 (= 0.05).
Thus HO is accepted and H , ;; rejected. From these results it can be stated that partially Financial Leverage
has no influence on Level of dividend payment.
3. Market Book Value variable regression coefficient testing (X 5 )
The value of t 4, Market Book Value variable (X | ) is smaller than 1.9876 (t . ) which is equal to 4,399
and has a positive direction. The significance level of the Market Book Value variable (X 5 ) is 0,000
(<0.05). Thus HO and H , megrim dit dit erima. From these results it can be stated that partially Market
Book ValZnfluence on level of dividend payment.
From the hypothesis testing it can be concluded that the results are as follows:
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Table 5.7

Results of the Hypothesis Test Summary
No. Hypothesis t yable tconn F B s Results
table
1 2.71 | 17.451 | Ha
Cash Flow, Financial Leverage, Market Book Value and accepted
book value simultaneously influence level of dividend
payment.
2: 1.9876 | 0.032 Ha is
Cash Flow has no influent on Level of dividend payment. rejected
3, 1.9876 - Ha is
Financial Leverage has no influence on level of dividend 1.487 rejected
payment.
4. | H4: 1.9876 | 4.399 Ha
Market Book Value influences the Level of dividend accepled

ayment.
The d’efficient of determination (R
The coefficient of determination (R * done to see how far the model's ability to explain the vmion of the
dependent variable (Ghozali, 2015 ). According Ghozali (2015) fundamental flaws using the coefficient of
determination (R ? is biased against the number of independent variables were entered into tfBhodel. Every
additional one independent variable, then R * definitely increases no matter whether the variable has a significant
influence on the dependent variable. Therefore many researchers recommend using the Adjusted R Square valel
when evaluating which best regression model. Unlike R 2 the Adjusted R Square value can go up or down if
one independent variable is a3} to the model.
The following is the result of testing the cdfficient of determination presented in the table below:
Table 5.8
Coefficient of Determination
Model Summary "

Model | R | R Square [ Adjusted R Square | Std. Error of the Estimate
1 622 ° 387 365 26.37094

a. mdictors: (Constant), Market BV, Financial, Arus Kas
b. Dependent V{Ehble: LDP
Based on the table above, the Adjusted R Square number is 0.365 or 36.5%. This shows that Cash EBw.
Financial Leverage, and Market Book Value variables can influence Level of dividend payment by 36.5% while
the remaining 63.5% 1s influenced or explained by other variables not included in this research model.

4.4 Discussion

4.4.1 The Influence of Cash Flow on Level of dividend payment

Aruskas no influence on the level of dividend payment results support previous research carried out by Endang
and Minaya (2005) also found that the cash flows are not air influence on the level of dividend payment (LDP).

This study found that the size of free cash flow does not influence the high and low distribution of d
vidends. If the company wants to maximize shareholder wealth by distributing dividends while free cash flow
conditions are not possible. companies can use external funding. In accordance with the Pecking Order Theory
concept which suggests that companies tend to prioritize internal funding to pay dividends if the funding needs
are less then external funds are used in@EBlition.

The condition of a company with a high level of cash flow can influence the dividend policy decided. If the
growth rate of the company is low but has a high Cash Flow , it is better that the available cash be allocated as
dividends. But if the company's growth rate is high, and excess available cash, it would be better if the cash is
used for the growth of the company. because in the end the results of the use of cash will double.

This research contradicts the research conducted by Amidu and Abor (2006) Liu and Yanghong (2005) and
Rosdini (2009) who find that Cash Flow has an influence on the Payment Dividend Rate (LDP). P enelitian
Kouki and Guizani (2009) which states that the company has cash flow that tend dividends are high as well .
4.4.2 The Influence leverage again@e level of dividend payment
Leverage does not influence level of dividend payment This result is supported by research The results of this
study are consistent with the research conducted by Kuwari (2010). stating that leverage has no influence and
is not significant on the dividend policy and research of Suharli and Megawati in Arilaha (2009) which shows
that firms those with high operating or financial leverage will give low dividends.

The amount of financial leverage depends on the size of the interest expense due to the existence of loan
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capital (debt). The higher the financial leverage . the higher the financial risk that must be borne by the company.
Therefore, the existence of low financial leverage will be more profitable for the company because 1t can
produce maximum profits for shareholders,

Companies that have a capital structure consisting of creditors and shareholders, where management does
not only pay attention to debtholder interests in the form of repayment of obligations but also pay attention to the
mterests of shareholders by distributing dividends. The contracting efficiency perspective states that managers
tend to choose policies that can minimize agency costs . so that the policies taken can be accepted by
shareholdffs and management.

The results of this study contradict the research conducted by Grill, Bigger and Tibrewala (2010) Karami
(2017 ) and Asif et. al ( 2015 ) shows that leverage influences the debt to equity ratio . High risk companies are
advised to pay dividends with a smaller payment rate.

4.4.3 The Influence of Market Book mle of the level of dividend payment

Market Book Value variables partially have a positive influence on dividend policy. In line with Mustikawati's
research (2010). High Market Book Value will increase their payout dividends . So even though the company's
investment funds increase, the company continues to provide dividends to investors as an appreciation to
investors. this could also be the result of high investment funds not being followed by investment opportunities
in the market which caused th:ﬂompany's funds to accumulate, so that investors would prefer to return their
funds in the form of dividends. The results of this study are contrary to the research conducted by Gri I, Bigger
a‘nd Tibrewala (2010).

4

V. CONCLUSION AND SUGGESTION

5.1 Conclusions
Based on the results of the research and discussion that have been ¢ cted, it can be concluded as follows:

1. Cash Flow , leverage . market to book ratio simultaneously influence the level of dividend payments on
the consumer goods compani@Ysted in the IDX.

2. Cash Flow partially does not influence the level of dividend payments on the consumer goods companies
listed in the IDX.

3. Leverage partially has no influence on the level of dividend payments on the consumer goods company
liste@F) the IDX.

4. The Market to book ratio has an influence on the level of dividend payments on the consumer goods

companies listed in the IDX([E)
5. There fore the bigger of the market to book ratio the bigger the dividend must be payed by the companies
of the consumer goods listed in IDX.

5.2 Suggestions m

Referring to the results of the analysis and conclusions of the study, the following suggestions can be put

forward:

1. For investors

For investors who walifffo invest their capital to get dividends in a company, they can see the market to book
ratio because bl on the results of the research the variables that have a significant influence on
dividend policy are the Market to book ratio .

2. For the cdfZany

This research is expected to be useful for companies, especially company management, the results of this study
are expected to be taken into consideration in making dividend distribution decisions to shareholders.
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