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ABSTRACT

Dividend policy is a strategic corporate decision on how profits will be utilized, whether distributed to
shareholders as dividends or retained to support future investment financing. The indicator used to
measure dividend policy in this study is the Dividend Payout Ratio. Liquidity is the company's ability
to meet short-term obligations by utilizing current assets easily convertible to cash, such as receivables,
inventories, and cash. The indicator for liquidity measurement in this study is the Current Ratio.
Leverage indicates the extent to which a company utilizes borrowed funds or debt to finance its assets
or operations, measured by the Debt to Asset Ratio. Profitability represents the company's ability to
generate profits from its operations within a specific period, measured by the Return on Total Assets.
Financial distress is a critical condition in which a company faces significant financial difficulties
threatening its operational continuity, measured by the Altman Z-Score. This study aims to analyze the
influence of liquidity, leverage, and profitability on dividend policy with financial distress as a
moderating variable. This study was conducted on 42 companies, with 17 selected as samples using
purposive sampling for the 2018- 2022 period. Data analysis employed quantitative methods with Smart
PLS software. The results showed that liquidity and leverage influence dividend policy, while
profitability does not. Financial distress moderates the effect of profitability on dividend policy but does
not moderate the effect of liquidity and leverage on dividend policy.
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INTRODUCTION

The economic growth has prompted companies to improve their financial performance to maintain
competitiveness and attract investors. One approach to attracting investors is through dividend policy
the distribution of a portion of profits to shareholders. In 2022, the Indonesia Stock Exchange (IDX)
recorded 10.3 million investors, a 37.5% increase from the previous year (ldxchannel.com, 2023).
Particularly within the food and beverage manufacturing sub-sector, dividend policies attract investors’
attention due to the sector’s stable growth and sustained demand, making its stocks appealing
investment options. Despite the stability of the manufacturing sector, dividend policy fluctuations
occur, influenced by internal factors such as liquidity, leverage, and profitability. The Dividend Payout
Ratio (DPR) serves as a measure of how much profit is allocated to shareholders.
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A dividend policy is a strategic corporate decision regarding the allocation of generated profits,
determining whether they will be distributed to shareholders as dividends or retained as earnings to
support future investment financing.

Liquidity refers to a company's ability to meet its short-term obligations by utilizing current assets that
can be easily converted into cash, such as receivables, inventory, and cash itself (Yudha et al., 2024).
A high level of liquidity indicates financial stability and effective cash management, providing
stakeholders with confidence that the company can fulfill its financial commitments in the short term
(Febriyanti et al., 2022).

Leverage is a measure indicating the extent to which a company utilizes borrowed funds or debt to
finance its assets or operations. The concept of leverage reflects the degree of reliance on external
financing compared to internal equity, providing insight into the company’s funding structure. Higher
levels of leverage indicate a greater dependency on external funds to support business activities and
asset growth (Praduana et al., 2024).

Profitability is the ability of a company to generate profits from its operational activities over a specific
period. It indicates how effectively the company manages its resources to achieve financial gains. High
profitability demonstrates strong financial performance, making the company attractive to shareholders
by enhancing its ability to provide returns on its investments (Yudha et al., 2024).

Financial distress refers to a critical condition where a company faces significant financial difficulties
that threaten its operational continuity. This situation often arises when the company’s cash flows are
insufficient to meet its financial obligations, such as debt repayments and short-term liabilities,
potentially leading to restructuring or asset sales to fulfill commitments. Financial distress not only
affects daily operations but also risks damaging the company’s reputation and eroding trust among
various stakeholders, including creditors, investors, and suppliers (Sidhu et al., 2023).
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Figure 1 Framework
METHODS
Types Of Research

This study employs an associative research strategy. The associative approach is utilized to achieve the
objective of determining whether liquidity, leverage, and profitability influence dividend policy, with
financial distress as a moderating variable. This study was conducted on 42 companies, with 17 selected
as samples using purposive sampling for the 2018- 2022 period. This study uses Partial Least Squares
- Structural Equation Modeling (PLS-SEM) for data analysis.
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RESULTS
Path Coefficients

This analysis is conducted by comparing the t-table value with the t-statistic obtained through the
bootstrapping method in SmartPLS. A hypothesis is accepted if the t-statistic is greater than the t-table
value (1.96 at a 5% significance level) or if the P-value is less than 0=0.05.

Table 1 Path Coefficients

Original | Sample Star_uda_lrd G P P
Sample Mean Deviation (IO/STDEV]) Value
0) (M) (STDEV) S
LIQUIDITY (X1) ->
DIVIDEND POLICY (Y) 0276 | 0246 0.142 1974 | 0026
* -
X1*Z -> DIVI(E)(I)END POLICY | on | oyay . no | o
LEVERAGE (X2) ->
DIVIDEND POLICY (v) | 0362 | 030 0.161 2244 | 0013
* -
X2*Z -> DIVI(?(I)END POLICY | oo | 0067 ot i | o
PROFITABILITY (X3) ->
DIVIDEND POLICY (y) | 0278 | 024 | 01% 1428 | 0077
* -
e DIVI(E)(I)END POLICY | o410 | -0.469 0.199 2105 | 0.018

Source: Data processed by the researcher (2024).
Based on Table 1, the results of the partial significance tests can be summarized as follows:

1. Liquidity has a significant effect on dividend policy. The liquidity coefficient value is 0.276.
An increase of one unit liquidity ratio will increase 0.276 units of the dividend policy ratio.

2. Leverage has a significant effect on dividend policy. The leverage coefficient value is -0.362.
An increase of one unit leverage ratio will decrease 0.362 units of the dividend policy ratio.

3. Profitability, when moderated by financial distress, does not have a significant effect on
dividend policy. The moderating coefficient for profitability, or the effect of financial distress
in moderating profitability’s influence on dividend policy, is 0.419. This means that an increase
of one unit in profitability moderated by financial distress results will a decrease of 0.419 units
of the dividend policy ratio.

4. Profitability does not have a significant effect on dividend policy. Liquidity and leverage, when
moderated by financial distress, do not significantly affect the dividend policy ratio.

DISCUSSION
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The Effect of Liquidity on Dividend Policy: In this study, liquidity is proxied by the Current Ratio.
Liquidity has a significant impact on dividend policy. This indicates that companies with high liquidity
tend to pay larger dividends to shareholders because they have sufficient funds to support daily
operations. These are consistent with research conducted by Jati (2020), Dirganingsih & Sufiyati,
(2021), Arsyad et al. (2021), Rahman et al. (2022), Pradika & Rediyono (2022).

The Effect of Leverage on Dividend Policy: In this study, leverage is proxied by the Debt-to-Assets
Ratio. Leverage has a significant impact on dividend policy. As leverage increases, companies tend to
restrict dividend payments to allocate resources toward fulfilling debt obligations, which are given
higher priority. These are consistent with research conducted by Luspratama & Handoyo (2024), Yudha
et al. (2024), Winna & Tanusdjaja (2019), Diovany & Pangastuti (2020), Pattiruhu & Paais (2020),
Gede Adiputra (2021).

The Effect of Profitability on Dividend Policy: In this study, profitability is proxied by Return on
Assets (ROA). Profitability does not influence dividend policy. This may be attributed to factors such
as the company's investment needs, capital structure, or management's preference for retaining earnings
to support business growth. These are consistent with research conducted by Gede Adiputra (2021), and
Rahman et al. (2022).

Financial Distress as a Moderator of the Effect of Liquidity on Dividend Policy: In this study
liquidity does not influence dividend policy when financial distress is a moderating variable. Even when
companies have sufficient liquidity, their primary focus is on ensuring the survival of the business, such
as meeting debt obligations or retaining funds as reserves to navigate uncertainties. This suggests that
other factors, including creditor pressures and operational stability, have a more dominant influence on
dividend policy compared to liquidity.

Financial Distress as a Moderator of the Effect of Leverage on Dividend Policy: In this study,
leverage does not influence dividend policy when financial distress is a moderating variable. During
financial distress, companies have priorities, such as fulfilling debt obligations and maintaining
operational stability. This may render the effect of leverage on dividend policy irrelevant, as companies
focus more on addressing debt repayment rather than considering dividend distribution to shareholders.

Financial Distress as a Moderator of the Effect of Profitability on Dividend Policy: In this study,
profitability does not have a significant impact on dividend policy when financial distress is a
moderating variable. Companies with high profitability but experiencing financial distress tend to
withhold dividend payments. Although high profitability is generally associated with the ability to pay
dividends, the financial distress condition drives companies to prioritize using profits to improve their
financial position, such as repaying debt or increasing liquidity reserves, rather than distributing
dividends.

CONCLUSION

The results showed that liquidity and leverage influence dividend policy, while profitability does not.
Financial distress moderates the effect of profitability on dividend policy but does not moderate the
effect of liquidity and leverage on dividend policy.

REFERENCES

https://www.idxchannel.com/market-news/performa-pasar-modal-indonesia-analisis-5-tahun-terakhir-
untuk-investor

—
| —


https://www.idxchannel.com/market-news/performa-pasar-modal-indonesia-analisis-5-tahun-terakhir-untuk-investor
https://www.idxchannel.com/market-news/performa-pasar-modal-indonesia-analisis-5-tahun-terakhir-untuk-investor

Arsyad, M., Haeruddin, S. H., Muslim, M., & Pelu, M. F. A. R. (2021). The effect of activity ratios,
liquidity, and profitability on the dividend payout ratio. Indonesia Accounting Journal, 3(1), 36.
https://doi.org/10.32400/iaj.30119

Budianto, R., Suyono, E., Purwati, A. S., & Suparlinah, 1. (2022). Factors Affecting Corporate Dividend
Policy: Evidence from Emerging Market. In Maret 2022 (Vol. 20, Issue 1).
http://jurnalnasional.ump.ac.id/index.php/kompartemen/

Curry, K., Banjarnahor, E., & Diploma Empat Keuangan, P. (2018). FINANCIAL DISTRESS PADA
PERUSAHAAN SEKTOR PROPERTI GO PUBLIC DI INDONESIA. In Seminar Nasional
Pakar ke 1 Tahun.

Dan Viriany, K., Faktor, F., & Mempengaruhi, Y. (2021). Faktor-Faktor yang Mempengaruhi
Kebijakan Dividen. In Jurnal Multiparadigma Akuntansi: Vol. I11 (Issue 2).

Desiyanti, O., Soedarmo, W., Chandra, K., & Kusnadi, K. (2019). The Effect Of Financial Ratios On
Financial Distress Using Altman Z-Score Method In Real Estate Companies Listed In Indonesia
Stock Exchange Period 2014 - 2018. Business and Entrepreneurial Review, 19(2), 119-136.
https://doi.org/10.25105/ber.v19i2.5699

Diovany, B. I., & Pangastuti, D. A. (2020). Analisis Karakteristik Keuangan Terhadap Kebijakan
Deviden Pada Perusahaan Industry Consumer Goods. In Jurnal Akuntansi dan Perpajakan (\Vol.
6, Issue 2). http://jurnal.unmer.ac.id/index.php/ap

Dirganingsih, A., & Sufiyati. (2021). Faktor-Faktor yang Mempengaruhi Kebijakan Dividen.

El Rasyid, F. R., & Darsono. (2022). Pengaruh Kinerja Keuangan Dan Financial Distress Terhadap
Kebijakan Dividen Dalam Masa Pandemi Covid-19. Diponegoro Journal of Accounting, 11(4), 1-
13.

Febriyanti, R., Sitepu, B., & Putra Prima, A. (2022). The Influence Of Liquidity, Activity, And
Profitability On the Dividend Policy Of Manufacturing Companies In The BEI under a Creative
Commons Attribution-NonCommercial 4.0 International License (CC BY-NC 4.0). Jurnal
Ekonomi, 11(03), 2022. http://ejournal.seaninstitute.or.id/index.php/Ekonomi

Gede Adiputra, 1. (2021). The Influence of Profitability and Financial Leverage on Dividend Policy:
An Evidence from Manufacturing Industrial Companies in Indonesia. www.idx.co.id

Ghozali, 1. (2020). 25 Grand Theory. Yoga Pratama.

Ghozali, 1. (2021). Partial Least Squares: Kosnseo, Teknik dan Aplikasi Menggunakan Program
SmartPLS 2.3.9 untuk Penelitian Empiris (3rd ed.). Badan Penerbit Universitas Diponergoro.

Ginting, K. S., Irawati, N., & Muluk, C. (2023). Masihkah Kinerja Keuangan Dianggap Penting Dalam
Menentukan  Kebijakan  Dividen? Jurnal Akademi  Akuntansi, 6(3), 469-489.
https://doi.org/10.22219/jaa.v6i3.26330

Goretti Angela, M., & Daryanti, S. (2023). The Effect Of Leverage, Liquidity, And Firm Size On
Dividend Policy. International Journal of Application on Economics and Business (IJAEB), 1(2),
2987-1972. https://doi.org/10.24912/ijaeb.v1.i2.257-265

Jati, W. (2020). Effect of Current Ratio and Return on Equity on Dividend Payout Ratio Policy.
http://ojs.unm.ac.id/iap

Kasmir. (2019a). Analisis Laporan Keuangan (12th ed.). PT. Raja Grafindo Persada.
Kasmir. (2019b). Analisis Laporan Keuangan (12th ed.). PT RajaGrafindo Persada.

—
| —



Luspratama, R., & Handoyo, S. E. (2024). The Effect of Free Cash Flow, Leverage, and Profitability
on Dividend Policy in IDX-Listed Transportation and Logistics Companies. Oblik i Finansi, 2(2),
70-78. https://doi.org/10.33146/2307-9878-2024-2(104)-70-78

Mantik, J., Permata Sari, D., Diana Nabella, S., & Hidayatul Fadlilah, A. (2022). The Effect of
Profitability, Liquidity, Leverage, and Activity Ratios on Dividend Policy in Manufacturing
Companies in the Food and Beverage Industry Sector Listed on the Indonesia Stock Exchange in
the 2016-2020 Period. In Jurnal Mantik (Vol. 6, Issue 2).

Meidawati, N., Nurfauziya, A., & Chasanah, U. (2020). Faktor-Faktor yang Mempengaruhi Kebijakan
Dividen. Nominal: Barometer Riset Akuntansi Dan Manajemen, 9.

Pattiruhu, J. R., & Paais, M. (2020). Effect of Liquidity, Profitability, Leverage, and Firm Size on
Dividend Policy. Journal of Asian Finance, Economics and Business, 7(10), 35-42.
https://doi.org/10.13106/jafeb.2020.vol7.n010.035

Pradika, R., & Rediyono, R. (2022). Factors Affecting Dividend Policy: Study on Food and Beverage
Manufacturing Sector Companies Listed on the Indonesia Stock Exchange. International Journal
of Economics and Financial Issues, 12(4), 91-96. https://doi.org/10.32479/ijefi.13198

Praduana, V. R., Rinofah, R., & Maulida, A. (2024). The Influence Of Managerial Ownership,
Institutional Ownership, And Leverage On Dividend Policy (Case Study Of Food And Beverage
Companies Listed On The IDX For The 2017-2021 Period). In Indonesian Interdisciplinary
Journal of Sharia Economics (11JSE) (Vol. 7, Issue 1).

Rahman, O. A., Hasanuddin, H., & Abdullah, J. (2022). Analisis Faktor-Faktor Yang Mempengaruhi
Kebijakan Dividen. Gorontalo Accounting Journal, 5(2), 120.
https://doi.org/10.32662/gaj.v5i2.1949

Rawal, A., & Gopalakrishnan, S. (2024). Impact of financial distress on the dividend policy of banks in
India: evidence using panel data. Future Business Journal, 10(1). https://doi.org/10.1186/s43093-
024-00310-y

Ridhwan, A., & Dwiati, A. R. (2022). Pengaruh Profitabilitas, Leverage dan Ukuran Perusahaan
terhadap Kebijakan Dividen. Jurnal Akuntansi, Keuangan, Dan Manajemen, 3(3), 195-206.
https://doi.org/10.35912/jakman.v3i3.797

Sidhu, A. V., Jain, P., Singh, S. P., Kanoujiya, J., Rawal, A., Rastogi, S., & Bhimavarapu, V. M. (2023).
Impact of Financial Distress on the Dividend Policy of Banks in India. Journal of Risk and
Financial Management, 16(2). https://doi.org/10.3390/jrfm16020107

Sugiyono. (2022). Metode Penelitian Kuantitatif, Kualitatif dan R & D. Alfabeta.

Winna, & Tanusdjaja, H. (2019). Pengaruh Profitabilitas, Likuiditas Dan Kebijakan Utang Terhadap
Kebijakan Dividen Pada Perusahaan Manufaktur. Jurnal Multiparadigma Akuntansi.

Yudha, . P. A.W. K., Arizona, I. P. E., & Pradnyawati, S. O. (2024). Pengaruh Profitabilitas, Leverage,
Likuiditas, Kesempatan Investasi Dan Ukuran Perusahaan Terhadap Kebijakan Dividen.
Kumpulan Hasil Riset Mahasiswa AKuntansi (KHARISMA), 6.

Zainuddin, Z., Andaresta Mananohas, O., & Akindutire, O. R. (2020). The Effect of Debt Policies,
Profitability, Managerial Ownership Structure, and Liquidity on Dividend Policy. The Indonesian
Journal of Accounting Research, 23(03). https://doi.org/10.33312/ijar.483

—
| —



