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CHAPTER1

INTRODUCTION

1.1 Research Background

An investor doing investment in the form of stock to get return on their
investment which are dividend and capital gain. Dividend is the value of the
company's net income after tax to retained earnings. While capital gains are
income from the difference between the selling and puechase price of stock. The

dividend from the operational income of company will be issued to the investor.

Dividends have lower ratio rather than capital gains, because dividends
received based on the current period. While to get the capital gain we should
consider that the stock price will be more profitable. Dividend policy is an
integral part of corporate financing decisions as it provides internal financing.
Source of internal financing is the use of retained earnings. Decision made by the
director of a company about the amount and timing of any cash payment, those

are made to the company stockholders and it depends on the type of policy.

For companies, the information contained in the dividend payout ratio
(DPR) is used as a consideration in determining the amount of the dividend
distribution. For the shareholders, it will be used as consideration in the
investment decision to determine whether to invest or not in a company. Some
companies give dividends to amount in different each year. Since there are times

for declining profits in the company, the dividend by the company are bigger




than the previous year. It makes the resulting profit is not the only factor
considered in determining the amount of the management of the DPR. There are

many factors that influence a company's dividend policy (Manurung, 2009).

According to Ariani (2010) that income is very important to provide
information for external and internal parties. Information published by the
earnings management is more relevant to the conditions of the company.
Information about the performance of company, mainly on profitability are
required to make decision about economic resources that will be managed in the
future. In distribute the dividends, management need to consider many things
and sometimes there will be some conflicts when dealing with investors. The
shareholders would expect to get a high dividend, while the company have a
policy that tends to distribute the amount of dividend that is relatively stable

considering the survival and growth of the company in the future.

According to Rasyid, (2001 as citied in Irawan and Nurdhiana), the
problems in dividend policy have significant implications for investors and for
companies that will pay dividends. In general, the investor has the main objective
to increase the welfare in expecting the issue of dividend or capital gains. On the
other hand, the member of company needs to get greater prosperity to its
shareholders. Certainly its very important that the development of dividends
policy to meet the expectations of shareholders, and the dividend on the other
hand did not limiting the growth of the company. Thus, dividends called the

division of property for the benefit of shareholders.



Dividend policy determines the placement of earnings paid to
shareholders by reinvesting in the company. Retained earnings are one of the
important sources of funds to finance the company's growth, but the dividend is a

cash flow paid to shareholders or equity investors (Brigham and Houston, 2001).

Dividend policy will be determined by management and management
must consider the income of company and cash from that are available in the
company. The total cash flow from operating activities is an indicator to
determine whether the operation of company generating sufficient cash flow to
pay dividends. Furthermore, cash flows also affect the gross profit and be able to
predict future cash flows. In investment activity its also affects the cash flow. So
cash flow and net income in the dividend policy can be determined from

operating and investment activities, depending the source of fund.

A company distribute dividends to shareholders every year because the
company continually get income every year, while the company does not
distribute dividends when the the company wants to allocate these funds as
additional capital to fund the company. There are several researches which are
conducted by other researcher about dividend policy and Manurung (2009) as my
replication research. The research found evidence that net income and cash flow
have a positive effect on dividend payout ratio, cash flow and operating activity
have a more significant influence. In other period the results of dependent and

indpendent variables are different and there are some factors affecting dividend

policy.



Ariani (2010) stated that gross profit has the best ability to compare with
operating income and net income in predicting the future of cash flows. The
study found that simultaneously gross profit, operating profit, and net earnings

have predictive ability for future cash flows.

Amran (2013) conducted a research about the influence of growth, capital
structure, the value of share, and net cash flow on dividend policy. From the
result, it shows that income growth has a significant influence on negative effect
on dividend policy, value of share has a significant influence on positive effect
on dividend policy, capital sturucture and net cash flow have no significant

influence on dividend policy.

Teguh (2013) studied about analysis the influence of total debt to asset
ratio, total debt to equity ratio, firms size, earning per share, and return on
investment to dividend payout. The study found that Firms size, EPS, ROI, have
negative influence to DPR, all independent variable have no significant influence

to dividend.

This research further examines the effect of manufacturing company on
dividend policy in Indonesia. The different of research are the the period of
research (Manurung, 2009), variable used, number of companies and year, and
also place of research (Teguh, and Amran (2013), and Ariani (2010). So the

researcher of this research using the indicator are as follows: net income is




measured by EPS, operating cash flow is measured by CFPS, and dividend

policy is measured by DPR.

1.2 Problem Definition
a. What is the effect of net income on dividend policy on manufacturing sector
listed in Indonesian Stock Exchange in period 2010 —2013?
b. What is the effect of operating cash flow on dividend policy on manufacturing
sector listed in Indonesian Stock Exchange in period 2010 —2013?
c. What is the effect of net income and operating cash flow on dividend policy
on manufacturing company listed in Indonesian Stock Exchange in period

2010-2013?

1.3 Research Objective
a. To analyze the influence of net income on dividend policy on manufacturing
sector listed in Indonesian Stock Exchange in period 2010 — 2013?
b. To analyze the influence of operanting cash flow on dividend policy at

manufacturing sector listed in Indonesian Stock Exchange in period 2010 —

2013?
c. To know the influence of net income and operating cash flow on dividend

policy at manufacturing sector listed in Indonesian Stock Exchange in period

2010 -2013?




1.4 Research Benefit
The benefits of this research are for researchers, for investor or potential

investor, for analysis, and for the next research.

a. For researchers, as input when there are opinion on the effect of net income
and operating cash flows of the cash dividend policy.

b. For investor, prospective investors, investment analysis from the results of this
study it can provide reference for decision making related to the rate of return
on investment in the form of corporate dividends.

c. As areference and basis for the development of the next similar research.

1.5 Writing Systematic

The writing systematic of this study is divided into five chapters and each

chapter divided into some subchapter.

CHAPTER I: INTRODUCTION

This chapter describes about the research background, problem
definitions, research objectives, research benefits, and writing

systematic.

CHAPTER II : THEORETICAL FRAMEWORK

This chapter explains about literature review, theoretical
framework and hypothesis that discuss about the theoretical

analysis of this study that gathered from some sources, such as



books, journals, internet, and previous research and discuss about

hypothesis development.

CHAPTER III: RESEARCH METHOD

This chapter contains the research methodology used in the
preparation of this study, type of research, population and
sampling, variable definition and measurement, types of data,
data collection method, data analysis method, classical basic
assumption and hypothesis testing which are used to analyze the

data and any information needed.

CHAPTER 1V: DATA ANALYSIS AND DISCUSSION

This chapter provides the result of research based on the data and

information gathered that related with problems definitions.

CHAPTER V : CONCLUSION

This chapter contains the conclusion of research, limitation of

research, and suggestion for the next research.




CHAPTER 11

THEORITICAL FRAMEWORK

2.1 Dividend Policy

Z.1.1

Definition of Dividend

Dividend is periodic payment made by the corporation to its
stockholders from its current and past earnings (Gitman and Joehnk, 1998).
From their definition that dividend is earning distribution made by a company

to its stockholders as a return for their investment.

Dividends are the cash that cooperation make to their common
stockholders (Timothy and Joseph, 2000), means that dividends provide the
return common stockholders receive from the company for the equity capital
they have supplied. In a fact the company do not currently payment reinvest in
the company of the earnings that they get back. In this way they increase the

ability of the firm to pay dividend in the future.

Kieso and Weygant (2010) found that generally based on a dividend
distribution of accumulated retained earnings or other capital as additional

capital deposited. The shares were distributed to shareholders as follows:

a. Cash dividend is dividend payment in cash.

b. Stock dividend is the payment of dividends in the form of shares with a

certain proportion.



c. Script dividend is dividends payable in the form of dividend payments
in the future.

d. Property dividend is the payment of dividends in the form of property.

2.1.2 Definition of Dividend Policy

Dividend policy is a form residual value after some of them pay to
creditor (interest), government (taxes), and dividend (preferred stock) to
shareholders (Lukviarman, 2008). So, dividend policy refers to the
distribution of dividends in the amount of income remaining after corporate
profits distributed to various parties in the above.

Dividend policy is one of the most important financial policies, not
only from the view of the point of the company, but also from that of the
shareholders, the consumer, the worker, regulatory bodies and government.

For a company it is a crucial policy around which financial policies rotate.

A dividend policy is necessary because the market participants (current
and potential stockholders) generally do not want a surprise. An instability of
dividend policy make shareholders to receive the final dividend and cannot be
sure that the next dividend will be in accordance with the wishes of
shareholders. This uncertainty can result in a drop in the company of stock
price. When stockholders do not get what they expect, they often show their
displeasure by a selling their stock. A well planned policy appropriate for the

company and its business strategy, it can prevent unpleasant for market




participants and protect the stock price. According to Kweon et al. (1998),

there are factors affecting dividend policy:

a.  Legal Requirement
There is no legal complusion on the part of a company to distribute
dividend. However there certain condition imposed by law regarding the
way dividend is distributed. Basically, there are three rules relating to
dividend to dividend payments. They are the net income, the capital
reduction, and insolvency rule. The rule of net income determining paid
dividend from previous years and next years. The capital reduction
means to save creditor with not distribute dividends from capital. The
insolvensy rule means that the company may not pay dividend if not
capable to paid dividend.

b.  Firms liquidation Position
Dividend payout is also effected by the company liquidity position.
Although insufficient retained earnings, the company may not be
capable to pay cash dividends if earnings do not have the fund in cash.

c.  Desire of Control
When the needs for additional fianancing, the management of the
company may not prefer to issue additional common stock because the
fright of dilution in control on management. Therefore, a company
prefers to certain more earning to satisfy additional fianancing need

which reduce dividend payment capacity.
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Need for Funds

Dividends paid to stockholders use funds that the company could
otherwise invest. Therefore, a company with enough capital investment
opportunities may decide to pay little or no dividends. Alternatively,
there may be an excess of cash and a shortage of good capital budgeting
project available. This could lead to very large dividend payments.
Access to The Capital Market

If a company has easy access to capital markets in increasing additional
fianancing, it does not require more ratained earnings. So, the company
became a high of dividend payment capacity. The companies have been
developed with high profitability and have profit that can regularly
enter the capital market and easy to get outside finding of the fianance.
While small companies are still new and a somewhat reckless would be
risk for debitor candidate too.

Inflation

Inflation from the company make higher income because the calculation
expenses is lower. To avoid that needed to increasing retained earning
and decreasing distributin of dividend. This condition occurred after the
fixed asset damaged and obsolete, funds generated from cost
depreciation to fund the replacement. Because the price of replacement
equipment continues will increase and funds are not enough. This

requires a greater return means dividends unfavorably affected.
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Dividends are paid by the company profits to shareholders,
therefore it is part of the dividend income expected by shareholders.
Large or small amounts of dividends paid affect the achievement of the
goal of maximizing shareholdres wealth. According to Ang, (1997 as
citied in Teguh 2013), these are the factors considered in distributing a

dividend:

a. Profits of the company

b. Prospects for business growth
c. Cash position (liquidity)

d. Legal aspects

e. The state of the market

2.2 Theories of Dividend

Brigham and Houston (2001) suggest that there are three theories in

dividend policy of investor preferences as follows:

a. Dividend Irrelevance Theory
This theory states that dividend policy has no effect on the value of the
company or the cost of capital. This theory follows the opinion of
Modigliani and Miller (1961) that the value of a company is not determined
by the size of the dividend payout ratio (DPR), but is determined by Earning
before income tax (EBIT) and business risk, mean that increase in the value

of the company is affected by the ability of the company to get profit or
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productive power assets of the company rather than on how the income is
distributed between the dividend and retained earnings.
b. The Bird in Hand Theory

Myron Gordon and John Lintner (1963) found that the cost of capital
will increase if the dividend payout is low, because investors prefer to
receive a dividend from the capital gains. According to them, investors
viewed the dividend yield is more definite than the capital gains yield. when
viewed from the side of investors, the cost of equity capital from retained
earnings is the required rate of return on the stock investors. Modigliani and
Miller (MM) did noy agree with Gordon and Lintner opinin, because most
investors will reinvest the dividends received in the same company or
companies that have a similar risk. Therefore, the level of risk of the
company's cash flow to investors in the long run is only determined by the
level of risk of operating cash flow, not by the division of the dividend
policy

¢. Tax Preference Theory

This theory proposed by Litzenberger and Ramaswamy (1979) stated
that because any the tax on profits of capital gains and dividends, investors
prefer capital gains because it can delay tax payments. The reason investors
prefer capital gains because it can delay the payment of tax by reason of:
1. Capital gains tax rate is lower than for the distribution of dividends,

therefore rich investors may prefer companies hold and reinvest profits

in the company.
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2. The tax on profits is not paid until the stock is sold, the effect of the time
value, the tax dollars paid in the future to have an effective cost that is
lower than one dollar paid today.

3. If a share is owned by someone until dies, there is absolutely no capital

gains tax payable, the heirs can avoid capital gains tax.

Based on the third concept is based on the theory above, the company

can do the following:

a. If the management believes that the dividend irrelevant theory of
Modigliani and Miller that it is true then the company does not need to
pay attention to dividend distributed.

b. If the company trust on the bird in hand theory then the company must
divide the all of EAT (Earning After Tax) in the form of dividends.

e If the management prefers to tax preference theory then the company

must hold the all of profit from the company.

2.3 Dividend Payment Procedure

On the payment of dividends by the emiten, the emiten will always
officially announce the schedule for the implementation of the payment of cash
dividends or stock dividends. The companies pay dividend and the timing of
those payments. The dividend procedures of a firm can be outlined as follows

(King et al. 2000):

a. Declaration Date
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Declaration date is the announcement that the company's board of

directors approved the payment of the dividend.
b. Ex-Dividend Date

The ex-dividend date is the date on which investors are cut off from

receiving a dividend.
C: Date of Record

Date is the date on which the stockholders who are to receive the

dividend are recognized.
d. Payment Date

Last is the payment date, the date on which the actual dividend is paid out

to the stockholders of record.

Sometimes the corporations want to give something to the stockholders
even though there is insufficient cash available to pay a cash dividend. At other
times corporation do not want to pay a cash dividend because they want to build
up their cash position. New share of common stock can be distributed to existing
shareholders with no cash payment in two different way are stock dividend and
stock split. Stock dividend is the company provides new shares as dividend
payments to stockholders. Stock split is company shares outstanding breaking
into smaller parts.

When managers decide to distribute the dividends, their primary concern
seems to be to give shareholders a fair level of dividends. According to John
Lintner (1956, citied in Brealey 1995), conducted a classic series of interview

with corporate managers about their dividend policies determined in four facts:
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1. Firms have long run target dividend payout ratios.

2. Managers focus more on dividend changes than on absolute levels.

3. Dividend changes follow shifts in long-run, sustainable level of earnings
rather than short run earnings. Managers are unlikely to change dividend
payouts in response to temporary variation in earnings.

4. Managers are reluctant to make dividend changes that might have to be
reversed. They are particularly worried about having to rescind a dividend
increase.

A firm that always stuck to its target payout ratio would have to change
its dividend ratio whenever earnings changed. If the company enjoys a good
year, dividends may increase but to a lesser extent that earnings. Managers will
wait to view that the earnings increase is permanent before the dividend is fully
adjusted. If managers are not ready to make dividend changes that might have to
be reserved, and should also expect them to take future prospects into account
when setting the payment. After found it when companies pay unexpectedly low
dividends, earnings on the average subsequently decline. Then they pay
unexpectedly high dividends, earnings subsequently increase. So, the investors
pay close attention to the dividend decision. Therefore there are purposes of
dividend payment as follows (Amran, 2013):

a. To generate wealth for shareholders, because the high paid of dividend
will influence the stock price.

b. To show the liquidity of company with the payment dividends expected

good performance of the company in the eyes of investors and can be
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recognized that the company is able to deal with economic dynamic and
able to deliver results to investor.

c. To fulfill the nees of shareholder will be fixed income used for
consumption. Dividends can be used as a comunication tools between
managers and shareholders.

2.4 Net Income

Net income represents the amount of money remaining after all operating
expenses, interest, taxes and preferred stock dividends have been deducted from

total revenue of the company.

According to Glenn A.Welsch, etc (1084), net income is one of the most
important indicators of fiancial health of a business. Some people view the
income statement as the most important of the three required fianancial
statement, the other are the balance sheet amd the statement of change in
fianancial position. Because it is designed to report the amount of net income and
the details of how that amount was accapted. And the amont of net income for
the period represents a net increase in resources that flowed into the business
entitiy during that period as a result of operational activities.

Net income is one of the most important indicators of fiancial health of a
business. Some people view the income statement as the most important of the
three required fianancial statement, the other are the balance sheet amd the
statement of change in fianancial position. Because it is designed to report the

amount of net income and the details of how that amount was accapted. And the
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amont of net income for the period represents a net increase in resources that
flowed into the business entitiy during that period as a result of operational

activities.

According to IAS No. 1 that the information of income necessary to
assess potential changes in the economic resources that may be in control of
future cash flows from existing resources, and to the formulation of judgment

about the effectiveness of the company in the use of additional resources.

According to Belkoui (1993, as citied in Ariani, 2010) mention that

accounting income have five criteria, as follows:

1 Accounting income is based on actual transactions, especially coming
from the sale of goods or services.

r 8 Accounting income based on periodisisasi and refers to the performance
of the company during a specific period.

3. Accounting income based principles require revenue special
understanding of the definition, measurement and income recognition.

4. Accounting income accounting requires the measurement of the cost
(expenses) in form of historical cost.

. Accounting income require for matching between income with the

relevant costs and revenues associated with the income.
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2.5 Cash Flow from Operating Activity

Cash flow is the net amount of cash receipts and cash disbursement of the
company over a period of time. The amount of cash flows appear from operating
activities is a key indicator of the extent to which the operations of the entity
have generated sufficient cash flows to repay loans, maintain the operating
capability of the entity, pay dividends and make new investments without
recourse to external sources of financing. Information about the specific
components of historical operating cash flows is useful, in conjunction with

other information, in forecasting future operating cash flows (IAS7, 13).

The most important cash flow of a business often relate to operating
activities. There are two alternative methods for reporting cash flow from
operating activities in the statement of cash flows that the direct method is major
classes of gross cash receipts and gross cash payments are disclosed and the
indirect method is profit or loss adjusted for the effects of transactions of a non
cash nature, any deferrals or accruals of past or future operating cash receipts or
payments, and items of income or expense associated with investing or financing

cash flows (1AS7,18).

According to Stice, Stice, and Skousen (2004) stated that cash inflow and
outflow in operationing activities. Cash inflows are the sale of goods or services,
sale of securities traded, income of interest, and income of dividend. While cash

outflows are inventory purchase, salary, tax, interest expense, other expense, and

purchase of securities.




2.6

Interest paid and interest dividends received are usually classified as
operating cash flows for a financial institution. However, there is no consensus
on the classification of these cash flows for other entities. Interest paid and
interest and dividends received may be classified as operating cash flows
because they enter into the determination of profit or loss. Alternatively, interest
paid and interest and dividends received may be classified as financing cash
flows and investing cash flows respectively, because they are costs of obtaining
financial resources or returns on investments (IAS7, 33).

Dividends paid may be classified as a financing cash flow because they
are a cost of obtaining financial resources. Alternatively, dividends paid may be
classified as a component of cash flows from operating activities in order to
assist users to determine the ability of an entity to pay dividends out of operating
cash flows (IAS7, 34).

Previous Research

Teguh (2013) studied analysis the influence of total debt to asset ratio,
total debt to equity ratio, firms size, earning per share, and return on investment
to dividend payout. The study found that Firms size, EPS, ROI, have negative
influence to DPR, all independent variable have no significant influence to

dividend.

Amran (2013) conducted a research about the influence of growth, capital
structure, the value of share and net cash flow on dividend policy. From the

result show that income growth has a significant influence negative effect on
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dividend policy, value of share has a significant influence positive effect on
dividend policy, capital sturucture and net cash flow have no significant

influence on dividend policy.

Ariani (2010) studied the influence of gross profit, operating profit and
net income in predicting future cash flow. The study found that gross profit,
operating profit, and net income have significant influence to cash flow. In
addition, the reseachers also proved that the gross profit has the most ability

better than the operating profit and net income in predicting future cash flows.

Manurung (2009) studied the influence of net income and operating cash
flow on dividend policy at manufacturig company go public listed in Indonesia
Stock Exchange. From the result show that the variable of net income has no
significant positive effect on Dividend Payout Ratio (DPR),while Operating
Cash Flow (OCF) has a significant positive effect on DPR. Simulataneously all

the variable have no significant effect on dividend payout ratio.

There were several researchs have been done related to this research. The

researcher used references material and comparison in this study are as follows:
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Table 2.1
Overview Previous Studies

Author Title of Research Variables Results
Teguh Analysis the DV: DPR Firms size, EPS,
influence of total IV: EPS, DAR, ROI, have negative
(2013) debt to asset ratio, DER,FS, and influence to DPR, all
total debt to equity ROI independent variable
ratio, firms size, have no significant
earning per share, influence to dividend
and return on payout ratio.
investment to
dividend payout.
Amran The influence of DV: DPR Income growth has a
growth, capital IV: income significant influence
(2013) structure, the value of | growth, capital negative effect on
share and net cash structure, value dividend policy,
flow on dividend of share, and net value of share has a
policy cash flow significant influence
positive effect on
dividend policy,
capital structure and
net cash flow have no
significant influence
on dividend policy.
Ariani The influence of DV: Cash Flow Gross profit,
gross profit, IV: gross profit, operating profit, and
(2010) operating profit and | operating profit net income have
net income in and net income significant influence
predicting future cash to cash flow.
flow
Manurung | The influence of net | DV: DPR Net income has no
income and operating | IV: EPS, OCF significant positive
(2009) cash flow on per share effect on DPR, OCF
dividend policy at has a significant
manufacturig positive effect on

company go public
listed in Indonesia
Stock Exchange

DPR.
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2.7 Theoritical Framework

The theoretical framework is elaborates the relationships among the
variables, explains the theory underlying these relations, and describes the nature
and direction of sthe relationships. A good theoretical framework identifies and
labels the important variables in the situation that are relevant to the problem
identified.

The announcement of a dividend depends on the dividend policy made by
the company. The size of the dividend is reflected in the dividend payout ratio.
Dividend payout ratio are distributed to shareholders must pay attention to the
company of net profit as dividends which are distributed as part of the profit. If
the company makes a profit that is greater then the DPR also great. Conversely,
if the company makes a profit which is less then the DPR also getting smaller.

Cash flow information is useful for assessing the company to produce of
cash. Total cash flow from operating activities is a determine indicator of cash
flow to pay the dividend that has been set in the dividend policy. The larger the
company of operating cash flow, the greater the DPR to pay dividends and the
smaller the company operating cash flow, the smaller the DPR also in charge of
management less of cash to pay dividends to shareholders. This statatement
accordance by Weston and Copland (1996), that the size of the net cash flows
produced by the company will affect the size of the dividend payout ratio are

paid to shareholders.
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2.8 Hypothesis Development

2.8.1 The influence of Earning Per Share (EPS) on Dividend Payout Ratio

Earning per share (EPS) is measures the amount of net income the
company that is theoretically available for payment to the holders of its
common stock. A company with high earnings per share ratio is capable of

generating a significant dividend for investors.

Dividend payout ratio determines the amount of profit that is distributed
in the form of cash dividends and profits on hold as a funding source. This ratio
indicates the percentage of corporate profits paid to shareholders in the form of
cash dividends. Thus an important aspect of the dividend policy is to determine
the profits as dividends or retained earnings. If the retained earnings are great
but dividends paid to small shareholders, it will be because the company needs
funds. While the company is able to pay the dividend in cash, this is a positive
form for investors because the company he considers to have a good

performance of the company (Fitri, 2013).

EPS were distributed to investors depending on company policy in terms
of dividend payments. EPS can indicate the level of a company, so if the
distributed of EPS is high that the company capable of providing welfare to
shareholder. But if EPS is low that the company failed to provide benefit as

expected for shareholders. This is not in accordance with the research conduted
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by Agustina (2009) stated that EPS has no significant positive effect on dividen

payout ratio.

Based on the theoretical basis, previous studies and theoretical framework
that have been described above, the hypothesis formulated as follows:
H1: Earning Per Share (EPS) has no significant positive effect on

Dividend Payout Ratio

2.8.2 The influence of Operating Cash Flow (OCF) on Dividend Payout Ratio

Cash flow from operating activities is reported on the cash flow statement
in a quarterly of the company and annual reports. Cash flow from operating
activities also includes changes in working capital (current assets minus current
liabilities), such as increases or decreases in inventory, short term debt,
accounts receivable and accounts payable. Income that a company receives
from investment activities is reported separately, since it is not from business
operations.

According to Agustina (2009) and Dwi (2010), stated that the research

result OCF has a significant positive effect on the dividend payout ratio.
However, these results suitable to the theory expressed by Weston and
Copeland (1996 as citied in Fitri, 2010) that the size of the net cash flow be
produced by the company will affect the size of the dividend payout ratio paid
to shareholders.

Based on the theoretical basis, previous studies and theoretical framework

that have been described above, the hypothesis formulated as follows:
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H2: Operating Cash Flow (OCF) has significant positive effect on
Dividend Payout Ratio
2.8.3 The influence of EPS and OCF on Dividend Payout Ratio

Net income is one of the most important indicators of the financial health
of a business. According to Glenn, Robert, and Daniel (1987) found that some
people view the income statement as the most important of the three required
financial statements, the others are the balance sheet and the statement of
changes in financial position. Because it is designed to report the amount of net
income and the details of how that amount was earned. The amount of net
income for the period represents a net increase in resources (or a net decrease if
a loss) that flowed into the business entity during that period as a result of
operational activities.

The operating cash flows are beginning with net income and adjusting it
of revenues and expenses that do not involve the receipt or payment of cash. A
major advantage of the indirect method is that it focuses on the differences
between net income and cash flows from operations. In this sense, it shows the
relationship between the income statement, the balance sheet, and the statement
of cash flows the data are available, the indirect method is normally less costly
to use than the direct method. Because of this disadvantage, most firms use the
indirect method to report cash flows from operations.

The independent variable that used in the research are Earning Per Share

(EPS) and Operating Cash Flow (OCF). These variable influence
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simultaneously effect to Dividend Payout Ratio (DPR). Thus, the hypothesis

obtained as follwos:

H3: EPS and OCF have significant influence simultaneously effect

influence on Dividend Payout Ratio

Based on the theoritical framework and hypothesis development, the
relationship of EPS and OCF on Dividend Payout Ratio (DPR) can be

simplified as shown below:

Figure 2.1
Conceptual Model

Net Income (X1)
Dividend Policy
(Dividend Payout
Ratio =)
Operating Cash
Flow (X2)

27



3.1

3.2

CHAPTER 111

RESEARCH METHOD

Type of Research

Type of this research is hypothesis test by testing of all variables.
Hypotheses testing will explain the nature of certain relationship, or establish the
difference among groups or the independence of two or more factors in situation
(Sekaran, 2003). The unit analysis of the research is manufacturing sector listed

in Indonesian Stock Exchange for period 2010-2013.

Population and Sampling

The population of the research is manufacturing sector listed in
Indonesian Stock Exchange in period 2010 — 2013. According to Sekaran (2003),
population refers to entire group of people, events, or things of interest that

research wishes to investigate.

The sample is a subset of the population, it comprises some members
selected to make it specific it. The sampling technique used in this research is
purposive sampling to obtain representative sample in accordance with the
criteria determined. In order to analyze the data, author uses some criteria in data

choosing. Data criteria that use are:

1. Manufacturing companies listed in Indonesian Stock Exchange for period

2010 -2013.
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2. Manufacturing that published the annual report and financial statement for
period 2010 —2013.
3. Manufacturing that have been paid dividend for period 2010 — 2013.

4. Availability of complete data.

Based on data criteria above, it sample of comparison with details as follows:

Table 3.1
Sample Selection
Sample Criteria Amount of
Companies

The number of manufacturing companies listed in Indonesia 122
Stock Exchange for period 2010-2013
Manufacturing companies that did not paid dividend in Indonesia 85
Stock Exchange for period 2010-2013
Uncomplete data &)
The number of the companies used as a sample in a year 32
Total of sample (32 x 4 year) 128

3.3 Variable and Measurement

The variables used in this study consist of an independent variable and
dependent variable. Independent variable is the variables that explains or

influences other variables.

3.3.1 Dependent Variable
The dependent variable is the variable of primary interest to the study

(Sekaran, 2003). Dependent variable in this research is dividend policy.
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Dividend policy of the company is reflected in the large dividend. Dividend
Payout Ratio (DPR) is the result of a comparison between the dividend earnings
available for shareholders in manufacturing sector listed on the Indonesia Stock
Exchange in 2010-2013, the measurement of DPR has been used in previous

research by Teguh (2013) and the formula can be written as follows:

Dividend Per Share (DPS
DPR = - ' )x 100%
Earnings Per Share (EPS)

3.3.2 Independent Variable
Independent variable is the variable that influenced and useful to
explain variance in the dependent variable (Sekaran, 2003). Independent
variables in this research are net income and operating cash flow. Independent

variable is the variable that is varied or manipulated by the researcher.

a. Net Income
Net income is calculated by taking revenues and adjusting for the cost of
doing business, depreciation, interest, taxes and other expenses. This
number is found on the income statement of company, it is an important
measure of how profitable the company over a period of time. The
measure is also used in previous research by Teguh (2013) to calculate

earnings per share (EPS). The formula can be written as follows:

Earnings After Tax (EAT)

EPS =
Outstanding Share
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b.  Operating Cash Flow
Operating cash flow is net difference between cash receipt and
disbursement equivalents from operating activities during the one year
book. The measure is also used in previous research by Manrung (2009)
and Ariani (2010) to calculate operating cash flow per share, the formula

can be written as follows:

Operating Cash Flow

CFPS =
Outstanding Share

Type and Source of Data

Type of data used in this research is secondary data. Secondary data
refers to information gathered from sources that already existing. Data that to be
collected are annual report of manufacturing company listed in Indonesian Stock
Exchange for period 2010-2013, Indonesian Capital Market Directory (ICMD),
official websites, internet, and other sources.
Data Collection Method

The relevant data are needed in order to acquire the solution of the
problem. Data collection methods used in this research is documentation and
literature study. Documentation method is a technique in collecting of the data by
collecting and analyzing the important data about the company, specially related
with Dividend Payout Ratio (DPR), Earnings Per Share (EPS), and Operating
Cash Flow (OCF) of manufacturing sector listed in Indonesian Stock Exchange

that are available at official website of Indonesian Stock Exchange
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3.6

(www.idx.co.id) and Indonesian Capital Market Directory (ICMD). The data

consist of the data in period 2010-2013.

Literature study is a method to collect the relevant theory with the
research variable and the study of the theory itself. The literatures that are used in
this research are the previous research paper, the journal research, books, and

internet research that are related to this research.

Data Analysis Method

Data analysis method used in this research is multiple regression. This
method is a tool of statistic analysis for test relation between one or more
independent variables with dependent variable. The method in data analysis are

described below:

3.6.1 Classical Test Assumption

Classical test assumption is the specified requirements prior to test the
hypothesis through T-test and F-test as well as to identify and determine the
accuracy of the model, it is necessary to test some of classical assumptions.
Classical test assumption consist of normality test, heterocedasticity test,
multicollinearity test, and autocorrelation test.

In conducting the analysis, the raw data is needed to be processed and
produce useful information, but the data have not been obtained in accordance
with the assumption or types of analysis. Because it does not have a linear
relationship, it is necessary for the tranformation of the data such as the

transformation of the logarithm natural. Logarithm natural is the logarithm
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that used for all positive real numbers x and for the non zero complex number.
Dividend payout ratio as dependent variable is transformed in the form of the
logarithm natural (Latan and Temalagi, 2012).
3.6.1.1 Normality Test
Normality test aims to test whether a regression model, dependent
variable and independent variables, or both have a normal data distribution or
close to normal (Santoso, 1999). Normality test data using graph P-P plot, the
results of processing SPSS 18, is done by looking at the spread of the data
(dots) on the diagonal axis on the graph. Normal distribution will form a
straight diagonal line, and plotting the data will be compared with the
diagonal lines. If the data distribution is normal, then the line that describes
the real data will follow the diagonal line.
3.6.1.2 Multicollinearity Test
Multicollinearity test is the existence of a perfect linear relationship or
a certainty of variables that used in regression model. To detect
multicollinearity, it can be done with some testing. One of the tests is looking
at Variance Inflation Factor (VIP) and value of Tolerance. If the value of VIP
less than 10.0 and Tolerance value is more than 0.1, it indicates that there is
multicollinearity occurs (Priyatno, 2012).
3.6.1.3 Heterocedasticity Test
Heterocedasticity test aims to test whether the regression model of the
residual variance inequality occur in one other observation to observed

(Ghozali, 2009). If the residual variance from one observation to another
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observation remains, then it is called heterocedasticity. To determine whether
there is heterocedasticity it can be seen through the results of statistical tests.
Statistical tests were performed using the Glejser Test. Glejser test is
conducted by regressing the absolute value of residuals (absRes 1) as the
dependent variables with the independent variables remain. If statistical
significant independent variables affect the dependent variable, then there is
any indication heterocedasticity.
3.6.1.4 Autocorrelation Test

Autocorrelation test is the correlation between members of set of
observations. Autocorrelation assumption can be tested with Durbin Watson
test. Ho accepted if the value of Durbin Watson greater than the estimation

values of Durbin Watson (Priyatno, 2012).

Table 3.2
Criteria of Autocorrelation by Durbin-Watson
DW Conclusion

<1.414 Positive autocorrelation
1.414-1.724 Without conclusion
1.724 - 2.276 No autocorrelation
2.276 —2.586 Without conclusion

>2.586 Negative autocorrelation

The other way used to test autocorrelation by researcher is with using

Runs Test. If the value of Asymp Sig (2-tailed) in Runs Test greater than the
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3.6.2

3.6.3

significance level 5%, thus it can be concluded that there is no autocorrelation

occurs.

Descrpitive Analysis

Descriptive statistics provide a picture or description of data that can
be seen from the average (mean), standard deviation, variance, maximum,
minimum, sum, range, kurtoses and skewness (skewed distribution).
Descriptive statistical analysis is used to describe the mechanisms of
independent variable (EPS and CFPS) influence dividend policy in the
manufacturing sector companies listed in Indonesia Stock Exchange 2010-
2013.

Hypothesis Testing

In the hypothesis testing, research will conduct a series of steps to
compute and process the data in order to support the hypotheses that have
been proposed. The stage of calculation and data processing are as follow :

a. Determine the information toward the sample criteria that will be used as
a data research,

b. Measure the variable proxies,

¢. Do the regression model.
This research used regression analysis model through T test or F test. The

regression analysis aims to determine the relationship between independent
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variables and dependent variable. The relationship between dependent

variable (Y) and independent variable (X) are described as follows:

Y=a+ X1+ 8,X2+e

Description:

Y : Dividend Payout Ratio (DPR)

X1 : Earning Per Share (EPS)

X2 : Operating Cash Flow Per Share (CFPS)
g1 - 82 : Partially regression coefficient

e : error

a : Constanta

3.6.3.1 Coefficient Determination Test (R?)

Coefficient of determination (R?) was essentially measures how
much the ability of model in explaining the variation of independent variables
(Ghozali, 2009). If coefficient of determination value is between zero and one.
Small value in R* means the ability of independent variables in explaining the
variation is very limited on dependent variables. If value close to one, it
means that the independent variables provide almost all the information
needed to predict the variation of the dependent variables.
3.6.3.2 Partial Regression Test (T Test)

T statistical test used to indicate how far an individual independent

variable in explaining the variation in the dependent variable (Ghozali, 2009).
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T-test is used to find the most dominant influence between each independent
variable to explain the variation in the dependent variable with a significance
level of 5%.

a. If -t table <t test <t table, then Ho is accepted and Ha rejected, meaning
that there is no effect of independent variables on the dependent variable
partially.

b. If—ttest <-ttable ort test > t table, then Ho is rejected and Ha accepted,
it means that there is the effect of independent variables on the dependent
variable partially.

T test can be done simply by looking at the significance of the t
value of each variable contained in the output results of the regression
analysis using SPSS version 18. If the number is smaller than the significance
t a (0.05), it can be said that there is a significant relationship between
independent variable on the dependent variable.

3.6.3.3 Simultaneous Significant Test (F Test)

F statistic test basically shows whether all the variables free
independent or included in the model have an influence each other- equal to
the dependent variable (Ghozali, 2009).

F test can be done simply by looking at the significance F value
contained in the output results of the regression analysis using the SPSS 18
version. If the number is smaller than the significance F « (0.05), it can be
said that there is a significant relationship between the independent variables

on the dependent variable simultaneously.
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CHAPTER 1V

RESULTS AND DISCUSSIONS

4.1 Sample Description

The object of the research used in this study is manufacturing
companies listed in Indonesian Stock Exchange in the period 2010-2013.
Based on the criteria of samples, there are 32 companies to be sample in this
research. The companies included in the sample of this study can be seen in

the following table:

Table 4.1
List of Companies

Z
e

Code | Companies

ARNA | PT Arwana Citra Mulia TbK.

AMFG | PT Asahimas Flat Glass Tbk.

ASII PT Astra International Tbk.

AUTO | PT Astra Otoparts Tbk.

BRNA | PT Berlina Tbk.

IGAR | PT Champion Pasific Indonesia Tbk.

CPIN | PT Charoem Pokphand IndoneiaTbk.

DVLA | PT Darya-Varia Laboratorium Tbk.

O[O0 |~ |ON [ [ [ (B [ = |3

EKAD | PT Ekadharma International Tbk.

(=]

GJTL | PT Gajah Tunggal Tbk.

o
Pk

GDYR | PT Goodyear Indonesia Tbk.

-
(W]

GGRM | PT Gudang Garam Tbk.

—_—
w

BRAM | PT Indo Kordsa Tbk.

—
o

INTP PT Indocement Tunggal Prakasa Tbk.

—_—
L

INDF PT Indofood Sukses Makmur Tbk.

—
(=,

JPFA PT JAPFA Comfeed Indonesia Thk.

R
~

KLBF | PT Kalbefarma Tbk.

p—
oo

LION | PT Lion Metal Works Tbk.

—
o

LMSH | PT Lionmesh Prima Tbk.

o
<

MAIN | PT Malindo Fedmill Tbk.

8]
—

TCID PT Mandom Indonesia Tbk.

o)
(3]

MERK | PT Merck Tbk.
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23 | MLBI | PT Multi Bintang Indonesia Tbk.

24 | MRAT | PT Mustika Ratu Tbk.

25 | TKIM | PT Pabrik Kertas Twiji Kimia Tbk.

26 | SMSM | PT Selamat Sempurna Tbk.

27 | SMGR | PT Semen Gresik Tbk.

28 | BATA | PT Sepatu Bata Tbk.

29 | IKBI PT Sumi Indo Kabel Tbk.

30 | SCCO | PT Supremi Cable Manufacturing & Commerce Tbk.

31 | TSPC | PT Tempo Scan Pasific Tbk.

32 | UNVR | PT Unilever Tbk.

4.2 Descriptive Statistic Analysis

According to data from the research sample, researcher conducts a
test with using descriptive statistic. Descriptive statistic gives the description
about the data that will be researched. Descriptive data consists of mean,
maximum and minimum value, and also value of standard deviation from all
the variables. Descriptive analysis in this research conducted from 2010 to

2013 and the detail can been seen in the table below:

Table 4.2
Descriptive Statistics

N Minimum |[Maximum| Mean |Std. Deviation
DPR 128 .10 6.91 3.4083 97347
PS 128 2.71 1040  5.9957 1.60800ﬁ
EFPS 128 -145.82] 56053.58( 1402.6846] 6284.44567
alid N 128
|(listwise)

Source: Secondary data processed

From the table above, it showed that the amount of sample from the
companies listed in Indonesian Stock Exchange in period 2010-2013.
Dividend Payout Ratio (DPR) from the sample have mean 3.4083 with the
minimum value of 0.10 and maximum value of 6.91 from the sample 128

companies. The standard deviation of dividend payout ratio is 0.97347 it
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means that the dividend payout ratio is a value of statistics data that most

widely spread than other variables.

Earnings Per Share (EPS) shows the minimum and maximum value of
2.71 and 10.40. But the mean and standard deviation of 5.9957 and 1.60800 it
indicates that dividend payout ratio (DPR) report positive earning per share in

the sample of 128 manufacturing companies.

Operating Cash Flow Per Share (CFPS) have mean 1402.6846 with
the minimum value of -145.82 and maximum value of 56053.58 with
standard deviation 6284.44567 from the sample of 128 companies, it can be

concluded that the data used is not good.

4.3 Process and Analysis of Result
4.3.1 Classical Assumption Test
4.3.1.1 Normality Test

Normality test aims to test whether a regression, dependent variable

and independent variables, or both have a normal distribution or not.

Figure 4.1
Normality Test Result

Normal P-P Plot of Regression Standardized Residual
Dependent Variable: DPR

0.8

o
®

]
Y
o

Expected Cum Prob

T T T T
04 08 08 10
Observed Cum Prob

Source: Secondary data processed
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Based on the results of processing SPSS 18 that shown above,
normal probability plot formed by data test is close to diagonal line and
follow the diagonal line 45°. The data on variable of research has normal

distribution.

4.3.1.2 Multicollinearity Test

Multicollinearity test aims to test the existence of a perfect linear
relationship or a certainty of variables that used in regression model. To
detect multicollinearity it can be done with some testing, it can be seen

from Value Inflation Factor (VIF) > 10 and Tolerance value < 0.1.

Table 4.3
Multicollinearity Test Result

Mode Collinearity Statistics
1 Tolerance VIF
1 EPS T 1.322
OCF 757 1.322

a.  Dependent variable: DPR
Source: Secondary data processed
Table 4.3 above shows that the value of multicollinearity statistics
for Tolerance value is 0.757 and VIP value is 1.322. This means that the
independent variables used in this study did not show any problem of
multicollinearity, so the regression model is viable for used VIF and
Tolerance actually determining correlation between Earnings Per Share

(EPS) and Operating Cash Flow (OCF) as independent variables.
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4.3.1.3. Heterocedasticity Test

Heterocedasticity test is a test to indentify the difference of residual
variance from an observation with other observation. Heterocedasticity
test is used when the regression model has inequality variables from
residual which conducted from one observation to other observation. If
residual variance on observations to other observations is fixed (same),
then it is called homocedastic and if it is different it called as
heterocedasticity. To determine, researcher can uses Scatterplot Graph.
First criteria is the points that form must be spread randomly, and second
criteria is scattered both in above or below the number 0 on the Y axis, if
this condition are met and then absence from heterocedasticity thus the

regression models are fit for used.

Figure 4.2
Heterocedasticity Test Result

Scatterplot
Dependent Variable: DPR
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Regression Standardized Predicted Value

Source: Secondary data processed
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From the Scatterplot graph above (Figure 4.2) shows that the dots
spread randomly and scattered both in above or below the number 0 on
the Y axis. It indicates that there is homocedasticity happen or free from

heteroscedasticity.

4.3.1.4 Autocorrelation Test
Autocorrelation test aims to test the correlation among the members
of set observations. Autocorrelation can be tested by Durbin Watson test.
The decision making for autocorrelation or Ho accepted if the value of

Durbin Watson greater than the estimation values of Durbin Watson.

Table 4.4
Autocorrelation Test Result
Model Summary®
FModel R Square |Adjusted R  [Std. Error of [Durbin-
Square he Estimate |Watson
[ 2357 016 125 97347 1.822)
a. Predictors: (Constant), Earnings Per Share (EPS), Operating Cash Flow Per

Share (CFPS)
b. Dependent Variable: Dividend Payout Ratio (DPR)

Source: Secondary data processed

From table 4.4 above it showed that the value Durbin Watson
(DW) is at from 1.822 to 1.742 — 2.276. This indicates that no

autocorrelation, thus the autocorrelation test is met.

4.4 Result
4.4.1 Multiple Linear Regression Analysis

The result of the data analysis is using regression model and

calculated by SPSS 18. The regression analysis produces regression
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coefficients indicating the direction of the causal relationship between the
independent variables and the dependent variable. Based on the SPSS
output, the partial effect of two independent variables namely Earnings per

Share (EPS) and Operating Cash Flow (OCF) are shows below:

Table 4.5
Multiple Regression Analysis and T-test Result

Coefficients®

!Model Unstandardized Standardized
Coefficients Coefficients
B Std. Error Beta t Sig.
1 (Constant) 3,887 ,370] 10,506 L0004
EPS -,081 ,062 =133 -1,304 ,195
CFPS 2,656E-6 ,000 017,168 867,

a. Dependent Variable: DPR

Source: Secondary data processed

From table above, it showed that regression equation for Dividend

Payout Ratio (DPR) is obtained as follow:

DPR = 3.887 - 0.081 EPS + 2.656 CFPS

The equation above shows that the constant is 3.887 it can be
interpreted as if the independent variable where EPS and CFPS are assumed
to be constant so the Dividend Payout Ratio will be 3.887. The most
influence independent variable is CFPS with coefficient value of 2.656.

Then, EPS with coefficient value of -0.081.

Coefficient of EPS is shown negative values. It means that, this

variable has negative relationship on Dividend Payout Ratio (DPR).




Whereas the CFPS coefficient is shown positive values. It means that this

variable has positive relationship on Dividend Payout Ratio (DPR).

4.4.2 Coefficient Determination (R?)

The coefficient of determination (R2) aims to measure how large
percentage of independent variables that can be explained by dependent
variable. From the table 4.4 showed that the R value of 0.235 on the
research model and the coefficient of determination of 0.125 or 12.5%. It
shows that the ability of the independent variables in explaining the
variance of the dependent variable is equal to 12.5%, there is still 87.5%
variance dependent variable that can not be explained by the independent
variables in this research model.

4.4.3 Hypothesis Testing
4.4.3.1 T Test

The result of T-test to calculate regression analysis in this
research can be seen in table 4.5 showed that independent variables, EPS
and OCF in regression model partially significant effect on dependent
variable, that is DPR manufacturing companies in Indonesia Stock
Exchange for period 2010-2013. Decision making is based on the
probability of significance 0.05 or 5%. Test the significance of each

variable is described as follows:

1. Test of Hypothesis 1
Based on the analysis of the data above, it appears that Earning
Per Share (EPS) has positive no significant influence on the Dividend

Payout Ratio (DPR). The result from table 4.5 above, it can be seen that
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t count of EPS is -1.304 and significance value is 0.195 where the value
is not significant because bigger than 0.05, it means EPS has a negative
and no significant influence on DPR. is rejected. The result of the study
indicate that the decreasing of EPS has influence in increasing on
Dividend Payout Ratio (DPR).
2. Test of Hypothesis 2

Based on the analysis of the data above, it appears that
Operating Cash Flow (OCF) has positive significant influence on the
Dividend Payout Ratio (DPR). The result from table 4.5 above it can be
seen that T count of OCF is 0.168 and significance value is 0.867 where
the value is not significant because bigger than 0.05 that means OCF
has positive and no significant influence on DPR is accepted. It means
that the higher number in operating cash flow can be influence an

increasing Dividend Payout Ratio (DPR).

4.4.3.2 F Test

F test essentially indicates that whether all independent variables
have an influence towards its dependent variable. The result of

calculation seen in Table 4.6 below:
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Table 4.6
F-test Result

ANOVA"
Model Sum of Squares |Df |[Mean Square |F Sig.
1 Regression 1.895 2 947 1.000| .3717%
Residual 118.456| 125 948
Total 12Q.351] 127

a. Predictors: (Constant), CFPS, EPS
b. Dependent Variable: DPR

Based on the analysis result of regression analysis anova on the
table 4.6 it shows that all independent variables have no significant
effect on dependent variable it means that H3 is rejected. This can be
evidenced from the calculation of F value is 1.000 with significance
0.371, which is bigger than 0.05 because it indicates that Earning Per
Share (EPS) and Operating Cash Flow Per Share (CFPS) are not

simultaneously influence on Dividend Payout Ratio (DPR).

4.5 Discusion

Table 4.7
Summary of Hypothesis and Results
: Accepted/
S Rejegted
H1 | Earning Per Share has no significant negative effect on | Rejected
Dividend Payout Ratio
H2 | Operating Cash Flow has no significant positive effect on | Accepted
Dividend Payout Ratio
H3 | Earning Per Share and Operating Cash Flow | Rejected

simultaneously have no significant influence on Dividend
Payout Ratio
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4.5.1 The Influence of Earning Per Share on Dividend Payout Ratio

Hypothesis 1 proposed that EPS has no significant negative effect
on dividend payout ratio of manufacturing companies. Based on the
research results of multiple linear regression equation, it obtained a
coefficient for EPS is -0.081with a significance value of 0.195. This
suggests that the level of significance is higher than 0.05 and it can be
concluded that Hlis rejected, means EPS variable has not influence to

dividend payout ratio.

EPS were distributed to investors depending on company policy in
terms of dividend payments. EPS can indicate the level of a company, so if
the distributed of EPS is higher than the company capable of providing
welfare to shareholder. But if EPS is low, it means that the company failed

to provide benefit as expected for shareholders.

This result gives similar results to the research did by Teguh (2013).
EPS is not effect the company dividend payout ration because when earning
per share can be used as a resources fund in a company, it can be a form of
retained earnings, so with high EPS it can be said that a company can give
amount of dividend because all are related to funding policies in a company.
For a developing company, it only choose retained earnings than distributed

its dividend.

4.5.2 The influence of Operating Cash Flow on Dividend Payout Ratio

Hypothesis 2 proposed that OCF has no significant positive effect

on Dividend Payout Ratio. Based on the research results of multiple linear



regression equation, it is obtained a coefficient for OCF is 2.656 with a
significance level of 0.867. This suggests that the level of significance is
higher than 0.05 and it can be concluded that H2 is accepted, means that
OCF variable has not influence to Dividend Payout Ratio (DPR).

This research is similar to a research done by Fitri (2013) who found
net cash flow has no significant influence on dividend payout ratio. Net cash
flow identify that the company will paid higher ratio dividend, because the
company often use cash to invest equipment, inventories, and other asset for
expansion of the company in order to increase growth and management
usually maintaining the level of certain liquidity to provide financial

flexibility and protection against uncertainty.

4.5.3 The influence of EPS and OCF on Dividend Payout Ratio

Based on data analysis simultaneously EPS and OCF have no
significant effect on dividend payout ratio of manufacturing company listed
in Indonesia Stock Exchange period 2010-2013. EPS and OCF variable
partially have no influence on dividend payout ratio. Based on the result it
shows that F count is 1.000 with a significance 0.371> 0.05, it means that all
independent variables are not influence simultaneously effect to Dividend
Payout Ratio (DPR). Based on the results known that 21.5% of dividend
payout ratio manufacturing companies in Indonesia Stock Exchange which
can be explained by independent variable (EPS and OCF), while the
remaining 87.5% explained by the other variable beyond this regression
equation model or in other words it can not be explained by the independent

variables in the research model.
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CHAPTER YV

CONCLUSION

5.1 Conclusion

This research is aimed to test whether there is an influence of net
income and operating cash on dividend policy of manufacturing sector on
Indonesia Stock Exchange (IDX) in period 2010-2013. Net income is
measured by EPS which reflecting the manufacturing industry of net income.
Operating cash flow which is proxy by operating cash flow per share.
Hypothesis developed and associated with those variables and tested with
multiple linear regressions. According to result and analysis, it can be
concluded that:

1. Net income, measured by Earning Per Share has no significant negative
effect on dividend policy of manufacturing sector listed Indonesia Stock
Exchange (IDX) period 2010-2013, where the value is 0.195 > 0.05 from
the t result. This is because the companies used net income as a resouce of
fund for developing company. So, the information of net income is not the
main thing that used as a measurement by management in making decision
to determine the amount of dividend payout ratio on dividend policy.

2. Operating cash flow, measured by Operating Cash Flow Per Share has no
significance positive effect on dividend policy of manufacturing sector
listed Indonesia Stock Exchange (IDX) period 2010-2013 which is 0.867 >
0.05 from the t result. It is occured because the value of operating cash
flow is positive from the operating activity, operating cash flow is one of

the considerations for management in determining the dividend policy.
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3. Data simultaneously shows that the independent variables, EPS, and OCF
have no significant influence on dividend payout ratio of manufacturing
sector listed Indonesia Stock Exchange (IDX) in period 2010-2013, it
means that the company does not considered net income and operating

cash flow simultaneuosly to make decision of dividend policy.

5.2 Limitation and Future Reseach Agenda

This study has a limitation that is, the validity of the data in this
research can make the result of the research being bias because the data that
used in the research just taken from banks based on some criterias in sample

choosing. The limitation are as follow:

1. This research only used period 2010 — 2013

2. The writer do research about net inome and operating cash flow without
other factors that can infleunce this reseach.

3. The researcher only used two variables which are net income and
operating cash flow as independent variables to influence dividend payout

ratio.

5.3 Recomendation

In this research, net income and operating cash flow have no influence
on dividend policy. Because there is some correlation to each other between
net income and operating cash flow are 87.5% such as flexibility of capital
structure, corporate debt, firm age, and other variable influence dividend

payout ratio (DPR).
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Based on the results of this study, researcher tried to provide

suggestions for the company to increase the confidence of the shareholders of
the company in order to be able to show the excellent performance and
provide sufficient information to investors about the company's development.
It is because the announcement of dividend is important information that
should tell to shareholders. It is also important for investor to determine the
performance of the company before investing with a view of company profile

and information about the financial statements of company.
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The value of DPR, EPS, OCF are before the transformation of data as follow:

Appendix

Year | No | Emiten DPR EPS OCF
2010 | 1 ARNA 34,83 43,07 62,93
2 AMFG 10,49 762,61 1283,18
3 ASlII 13,24 3548,60 71,81
4 AUTO 40,00 1479,83 20,04
5 BRNA 35,73 251,89 87507,60
6 IGAR 47,81 33,05 80,88
7 CPIN 4,81 1347,89 0,15
8 DVLA 30,30 99,00 106,44
9 EKAD 18,26 43,80 24974,46
10 GJTL 5,03 238,36 0,29
11 GDYR 15,40 1623,89 476,17
12 GGRM 40,84 2154,93 1,49
13 BRAM 41,93 298,13 127,70
14 INTP 30,02 876,05 0,92
15 INDF 39,55 336,30 0,80
16 JPFA 78,84 462,98 0,51
17 KLBF 55,27 126,66 0,02
18 LION 26,93 742,68 625,30
19 LMSH 8,53 765,68 1004,97
20 MAIN 17,52 530,87 44,45
21 TCID 52,01 653,74 1245,63
22 MERK 151,49 5303,32 7124,25
23 MLBI 1,10 | 21021,17 15190,13
24 MRAT 20,00 57,05 10,78
25 TKIM 4,79 313,04 106,16
26 SMSN 52,64 104,48 100,78
27 SMGR 50,00 612,53 1027,11
28 BATA 27,72 4690,39 4081,10
29 IKBI 66,52 15,03 -118,61
30 SCCO 30,45 295,57 -145,82
31 TSPC 27,52 108,64 128,46
32 UNVR 1002,02 443,90 474,34
2011 | 1 ARNA 38,26 52,28 78,38
2 AMFG 10,30 776,49 1073,06
3 ASII 37,55 5273,25 24,97
4 AUTO 36,22 286,75 67,06
5 BRNA 26,17 43,94 1,40
6 IGAR 18,90 37,52 25,56
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7 CPIN 29,15 144,07 0,07
8 DVLA 29,18 107,96 65,20
9 EKAD 17,63 39,71 25595,80
10 GITL 3,68 271,48 0,87
11 GDYR 28,65 907,64 299,87
12 GGRM 38,81 2576,89 2,05
13 BRAM 122,77 122,18 31,51
14 INTP 29,95 978,36 1,06
15 INDF 30,62 571,43 0,57
16 JPFA 23,90 313,83 3,53
17 KLBF 62,66 155,61 0,03
18 LION 29,70 1009,98 772,98
19 LMSH 8,81 113,14 520,84
20 MAIN 20,67 120,92 39,07
21 TCID 53,03 697,75 363,76
22 MERK 80,14 | 10319,58 8912,08
23 MLBI 1,10 | 24080,78 31882,06
24 MRAT 54,10 60,25 164,25
25 TKIM 26,21 95,39 90,98
26 SMSN 98,49 152,30 294,29
27 SMGR 49,52 667,72 194,46
28 BATA 28,28 4355,01 5432,59
29 IKBI 71,85 58,45 16,53
30 SCCO 31,82 534,22 652,70
31 TSPC 31,72 | 12607,00 130,62
32 UNVR 100,64 545,78 715,40
2012 | 1 ARNA 46,92 86,46 129,51
2 AMFG 10,61 607,46 118,04
3 ASlI 11,90 554,79 220,63
4 AUTO 39,80 279,17 139,47
5 BRNA 20,92 239,05 1,47
6 IGAR 33,30 28,16 30,66
7 CPIN 29,24 150,39 0,10
8 DVLA 18,33 97,14 106,44
9 EKAD 14,03 57,46 51130,41
10 GJTL 15,97 195,23 0,49
11 GDYR 15,42 1336,94 341,29
12 GGRM 37,95 2086,00 2,05
13 BRAM 33,52 391,25 86,50
14 INTP 61,51 1293,97 1,54
15 INDF 31,52 437,98 0,84
16 JPFA 3,25 474,82 140,56
17 KLBF 57,57 124,72 0,03
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18 LION 24,52 1223,50 1280,49
19 LMSH 2,12 4136,52 1102,99
20 MAIN 20,22 175,58 172,89
21 TCID 42,50 661,14 1245,63
22 MERK 74,18 4812,86 6203,94
23 MLBI 28,93 | 21518,98 25622,21
24 MRAT 53,73 44,06 29,69
25 TKIM 70,00 268,09 106,33
26 SMSN 365,33 4830,27 3897,59
27 SMGR 77,41 830,27 942,74
28 BATA 37,11 4217,16 3567,16
29 IKBI 71,48 57,18 2346,89
30 SCCO 58,96 697,38 667,14
31 TSPC 53,25 140,82 141,12
32 UNVR 62,65 478,48 680,43
2013 | 1 ARNA 49,95 32,03 0,16
2 AMFG 10,26 779,63 1,27
3 ASlII 45,04 479,63 0,05
4 AUTO 29,53 294,6 0,07
5 BRNA 60,67 227,58 4,33
6 IGAR 98,61 20,28 0,03
7 CPIN 29,8 154,34 0,00
8 DVLA 39,49 132,95 0,10
9 EKAD 16,19 55,6 41,52
10 GJTL 8,31 324,91 0,00
11 GDYR 17,47 1574,09 0,38
12 GGRM 35,56 2249,76 0,00
13 BRAM 36,12 484,5 0,03
14 INTP 66,13 1361,02 0,00
15 INDF 49,8 285,16 0,00
16 JPFA 3,86 71,94 0,00
17 KLBF 44,97 137,8 0,03
18 LION 32,13 1245,03 1,01
19 LMSH 3,49 1498,22 1,05
20 MAIN 20,11 142,33 0,03
21 TCID 45,86 806,79 1,26
22 MERK 79,8 7832,36 5,94
23 MLBI 169,62 | 32764,93 0,56
24 MRAT 23 24,85 0,11
25 TKIM 6,75 148,21 0,00
26 SMSN 256,92 154,49 0,20
27 SMGR 45 905,37 1,02
28 BATA 51,56 5334,11 0,34
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29 IKBI 53,36 68,17 0,02
30 SCCo 32,3 464,45 0,10
31 TSPC 58,73 127,7 0,10
32 UNVR 99,93 701,52 0,82

The value of DPR, EPS, OCF are after the transformation of data as follow:

Year | No | Emiten DPR EPS OCF
2010 1 ARNA 3,55 3,76 62,93
2 AMFG 2,35 6,64 1.283,18
3 ASII 2,58 8,17 71,81
4 AUTO 3,69 7,30 20,04
5 BRNA 3,58 5,53 8.750,60
6 IGAR 3,87 3,50 80,88
7 CPIN 1,57 7,21 0,15
8 DVLA 3,41 4,60 106,44
9 EKAD 2,90 3,78 24.974,46
10 GJTL 1,62 5,47 0,29
11 GDYR 2,73 7,39 674,17
12 GGRM 3,71 7,68 1,49
13 BRAM 3,74 5,70 127,70
14 INTP 3,40 6,78 0,92
15 INDF 3,68 5,82 0,80
16 JPFA 4,37 6,14 0,51
17 KLBF 4,01 4,84 0,02
18 LION 3,29 6,61 625,30
19 LMSH 2,14 6,64 1.004,97
20 MAIN 2,86 6,27 44,54
21 TCID 3,95 6,48 1.245,63
22 MERK 5,02 8,58 7.124,25
23 MRAT 0,10 9,95 12.190,13
24 MLBI 3,00 4,04 10,78
25 YKIM 1,57 5,75 106,16
26 SMSN 3,96 4,65 100,78
27 SMGR 3,91 6,42 1.027,11
28 BATA 3,32 8,45 4.081,10
29 IKBI 4,20 2, %1 -118,61
30 SCCOo 3,42 5,69 -145,82
31 TSPC 3,31 4,69 128,46
32 UNVR 6,91 6,10 474,34
2011 1 ARNA 3,64 3,96 78,38
2 AMFG 2,33 6,65 1.073,06
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3 ASI| 3,63 8,57 24,97
a4 AUTO 3,59 5,66 67,06
5 BRNA 3,26 3,78 1,40
6 IGAR 2,94 3,62 25,56
7 CPIN 3,37 4,97 0,07
8 DVLA 3,37 4,68 65,20
9 EKAD 2,87 3,68 25.595,80
10 GITL 1,30 5,60 0,87
11 | GDYR 3,36 6,81 299,87
12 | GGRM 3,66 7,85 2,05
13 | BRAM 4,81 4,81 31,51
14 INTP 3,40 6,89 1,06
15 INDF 3,42 6,35 0,57
16 JPFA 3,17 5,75 -3,53
17 KLBF 4,14 5,05 0,03
18 LION 3,39 6,92 772,98
19 |  LMSH 2,18 4,73 520,84
20 |  MAIN 3,03 4,80 39,07
21 TCID 3,97 6,55 363,76
22 | MERK 4,38 9,24 8.912,08
23 | MRAT 0,10 10,09 31.882,06
24 MLBI 3,99 4,10 164,25
25 | YKIM 3,27 4,56 90,98
26 | SMSN 4,59 5,03 294,29
27 | SMGR 3,90 6,50 194,46
28 | BATA 3,34 8,38 5.432,59
29 IKBI 4,27 4,07 16,53
30 | scco 3,46 6,28 652,70
31 TSPC 3,46 9,44 130,62
32 |  UNWR 4,61 6,30 715,40
2012 | 1 ARNA 3,85 4,46 129,51
2 AMFG 2,36 6,41 118,04
3 ASI| 2,48 6,32 220,63
4 AUTO 3,68 5,63 139,47
5 BRNA 3,04 5,48 1,47
6 IGAR 3,51 3,34 30,66
7 CPIN 3,38 5,01 1,10
8 DVLA 2,91 4,58 106,44
9 EKAD 2,64 4,05 51.130,41
10 GITL 2,77 5,27 0,94
11 | GDYR 2,74 7,20 341,29
12 | GGRM 3,64 7,64 2,05
13 | BRAM 3,51 5,97 86,50




14 INTP 4,12 3,17 1,54
15 INDF 3,45 6,08 0,84
16 JPFA 1,18 6,16 140,56
17 KLBF 4,05 4,83 0,03
18 LION 3,20 7,11 1.280,49
19 LMSH 0,75 8,33 1.102,99
20 MAIN 3,01 5,17 172,89
21 TCID 3,715 6,49 1.245,63
22 MERK 4,31 8,48 6.203,94
23 MRAT 3,36 9,98 25.622,21
24 MLBI 3,98 3,79 29,69
25 YKIM 4,25 5,59 106,33
26 SMSN 5,90 8,48 3.897,59
27 SMGR 4,35 6,72 942,74
28 BATA 3,61 8,35 3.567,16
29 IKBI 4,27 4,05 2.346,89
30 SCCO 4,08 6,55 667,14
31 TSPC 3,97 4,95 141,12
32 UNVR 4,14 6,17 680,43
2013 | 1 ARNA 3,91 3,47 0,16
2 AMFG 2,33 6,66 1,27
3 ASI| 3,81 6,17 0,05
A AUTO 3,39 5,69 0,07
5 BRNA 4,11 5,43 4,33
6 IGAR 4,59 3,01 0,03
7 CPIN 3,39 5,04 0,00
8 DVLA 3,68 4,89 0,10
9 EKAD 2,78 4,02 41,52
10 GITL 2,12 5,78 0,00
11 GDYR 2,86 7,36 0,38
12 GGRM 3,57 7,72 0,00
13 BRAM 3,59 6,18 0,03
14 INTP 4,19 7,22 0,00
15 INDF 3,91 5,65 0,00
16 JPFA 1,35 4,28 0,00
17 KLBF 3,81 4,93 0,03
18 LION 3,47 7,13 1,01
19 LMSH 1,25 781 1,05
20 MAIN 3,00 4,96 0,03
21 TCID 3,83 6,69 1,26
22 MERK 4,38 8,97 5,94
23 MRAT 5,13 10,40 0,56
24 MLBI 3,14 3,21 0,11
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25 YKIM 1,91 5,00 0,00
26 SMSN 5,55 5,04 0,20
27 SMGR 3,81 6,81 1,02
28 BATA 3,94 8,58 0,34
29 IKBI 3,98 4,22 0,02
30 SCCO 3,48 6,14 0,10
31 TSPC 4,07 4,85 0,10
32 UNVR 4,60 6,55 0,82
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Descriptive Statistics

N Minimum [Maximum| Mean |Std. Deviation
IDPR 128 10 6.91 3.4083 97347
EPS 128 2.71 10.40, 5.9957 1.6080
ICFPS 128 -145.82] 56053.58| 1402.6846 6284.4456%
Valid N 128
|(listwise)
Normality Test Result
Normal P-P Plot of Regression Standardized Residual
o Dependent Variable: DPR
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Observed Cum Prob

Multicollinearity Test Result

Mode Collinearity Statistics
1 Tolerance | VIF
1 EPS 757 1322
OCF J57 | 1.322
a.  Dependent variable: DPR
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Heterocedasticity Test Result

Scatterplot
Dependent Variable: DPR
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Regression Standardized Predicted Value
Autocorrelation Test Result
Model Summary”
Model R Square |Adjusted R [Std. Error of [Durbin-
ISquare the Estimate |Watson
1 2351 016 125 97347 1.822
a. Predictors: (Constant), Earnings Per Share (EPS), Operating Cash Flow Per
Share (CFPS)

b. Dependent Variable: Dividend Payout Ratio (DPR)




