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ABSTRACT

This study aims to determine the influence of independent variable at my research on
profitability and their simultaneously and partial impact on cash dividend. The population in this
study comprises of 50 large companies listed on the Indonesia Stock Exchange for the period
2011-2015, and 17 companies are selected as sample of this study. This study uses secondary
data which is analysed using path analysis. The findings suggest that all study variables st my
research simultaneously and partially affect the companies profitability variables. The
managerial ownership, institutional ownership, and foreign ownership affect companies cash
dividends simultaneously. The results also demonstrate that the effect on profitability of a cash
dividend of 50 large companies listed on the Indonesia Stock Exchange.

Keywords: Managerial Ownership, Institutional Ownership, Foreign Ownership, Profitability,
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INTRODUCTION

The capital market is expected to boost the economies of developing countries. As a country with
a growing financial market, the capital market has become an important part of the Indonesian
economy, both as a place to raise funds, as a place to sell shares and issue bonds, as well as an
indicator of the stability of economic conditions.

One of the attractions of investing for investors in the capital market is dividends. The existence
of dividends can be an indicator of the level of investor welfare and performance of a company.
Dividend policy became an important financial policy, both for the management of the company
and for investors, creditors, employees, a board of the regulator, and goverment (Ajanthan,
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2013). This dividend policy often creates a conflict of interest between the two parties in the
company, namely shareholder and company management. The management of general interest to
hold cash in order to increase company growth. On the other hand, shareholders want a large
dividend on their share ownership. Therefore, dividend policy must be able to balance the
interests of shareholders and the interests of corporate growth (Iskandar et al, 2014).

Profit and type of dividend policy applied by the company will determine the amount of
dividends that will be paid to shareholders.The main attraction for shareholders and potential
investors of a company is profitability. This is because the profitable company tends to pay a
larger share of the profit as dividends. The company's profit will be a reference in dividend
payout, so the level of profit will affect the level of dividend payout distributed to shareholders
(Idawati, 2014). So, the bigger the company gets the profit, the bigger the dividend will be
distributed to the shareholders.

In addition to profitability, market capitalization value also has a great influence in the process of
buying a company's shares by investors. The magnitude and growth of a firm's market
capitalization is an important measure of the success or failure of an open company. The better a
company in running its business the higher the value of market capitalization. The value of
market capitalization reflects the total value of the firm. The bigger the market capitalization, the
more expensive the company is appreciated by the market. Large capitalization stocks (big
caps/blue chips) being a pre

ferred stock of long-term investors with a conservative risk profile and prioritizing the benefits of
dividends that are distributed on a regular basis. Company blue chip this usually has strong
fundamentals and big profits and its products are needed by many people. Companies whose
shares are classified blue chip is a large company that is known by the people and have a stable
income.

The second factor affecting profitability is institutional ownership. Institutional ownership is
indicated by the high percentage of shares owned by the institution. The meaning of institutional
parties in this case in the form of NGOs, insurance companies, banks, investment companies and
private companies. Institutional ownership generally has a large proportion of ownership so that
the monitoring process of managers gets better. A high level of institutional ownership would
generate greater monitoring efforts by the institutional investors that can deter opportunistic
behavior of managers.

The purpose of this study was to examine the effect of managerial ownership, institutional
ownership, foreign ownership, to profitability and impact on cash dividends, either partially or
partially.
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RESEARCH METHODS

This type of research that is in use right is the research hypothesis. Unit of analysis is 50 major
companies listed on the Indonesia Stock Exchange, 2011-2015. The time horizon of this study is
a combination of time series and cross section which is called a data pooling (Kuncoro, 2009).
The level of intervention in this study was minimal intervention. The population in this study
were companies that entered in 50 large companies listed on the Indonesia Stock Exchange for
the period 2011-2015. Selection of the sample in this study based on purposive sampling method,
the sample used is 17 companies listed on 50 major companies based on market capitalization
(50 biggest market capitalization) over the period 2011-2015 so that the number of samples in
this study was 85 observations. The data source used is secondary data, and data collection
technique used is documentation. The method of analysis used in this research is path analysis
method (path analysis). The model formed in this analysis is used to explain the magnitude of
influence (not predict) independent variable to the dependent variable (Roflin, 2009). To analyze
the data used quantitative approach through testing SPSS (statistical package for Social Science).

RESEARCH RESULT AND DISCUSSION

Independent variable Together Influential to Profitability Based on the research can be explained
by the effect of variable managerial ownership, institutional ownership and foreign ownership is
jointly affect the profitability of the 50 major companies listed on the Indonesia Stock Exchange.
The amount of simultaneous influence of these three variables can be seen from the coefficient
of determination. The coefficient of determination three variables that influence managerial
ownership, institutional ownership and foreign ownership on profitability amounted to 0.626,
meaning that 62.6% of the change in cash dividends can be explained, while the rest of 37.4%
explained by other factors outside variables have a strong influence on corporate profitability.

The Influence of Ownership Managerial By Partial to Profitability

The results showed that managerial ownership has an influence on the profitability of the 50
major companies listed on the Indonesia Stock Exchange with a value of the coefficient of 0.466,
meaning that any changes to the managerial ownership variable by 1 unit, then it will increase
the profitability of 0.466%. The results of this study prove that managerial ownership affects the
improvement of cash dividends. The results of this study are consistent with the results of
research conducted by (Listyani, 2003) which state that the ownership of managerial will
encourage managers to be cautious in making decisions because they participate directly feel the
benefits of the decision and bear the losses as a consequence of a decision wrong decision.

The Influence of Ownership I institutional In Partial to Profitability
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The results show that institutional ownership at 50p a big company listed in Indonesia Stock
Exchange has an influence on the profitability improvement obtained the coefficient value of
0.320, meaning that any changes to the institutional ownership variable by 1 unit, then it will
increase the profitability as much as 0.320%. The results of this study are consistent with that
proposed by Kartikawati (2007) show that institutional ownership has a positive effect on
financial performance.

The Influence of Foreign Ownership Partially to Profitability

Research shows that foreign ownership in 50 large companies listed on the Indonesia Stock
Exchange has an influence on the increase in profitability. The magnitude of influence can be
seen from the coefficient value of 0.319, meaning that any change to foreign ownership of 1 unit,
will increase the cash dividend by 0.319%. The results of this study are consistent with the
results of research conducted by Czech et al (1997) Cristina (2009) who found that the positive
effect of foreign ownership on ROA and ROE

The Influence of Managerial Ownership Partial t Dividend Cash

The result of the research shows that managerial ownership has the influence to cash dividend in
the company listed in Bursa Efek Indonesia with coefficient value 0,405, it means that every
change to managerial property variable is 1 unit, it will increase cash dividend equal to 0,405%.
The results of this study are consistent with the results of research conducted by Fauz and Rosidi
(2007), Wati and Darmayanti (2013) who found that managerial ownership is positively
influence the dividend policy.

The Influence of Institutional Ownership to Partial Dividend Cash

The results show that institutional ownership at p company listed in Indonesia Stock Exchange
has an influence on the increase in the cash dividend obtained the coefficient value of 0.255,
meaning that any changes to the institutional ownership variable by 1 unit, then it will increase
the cash dividend as much as 0.255%. The results of this study are consistent with research
conducted by Rahayu (2003) who found that institutional stock ownership significant and
positive impact on the House of Representatives.

The Influence of Foreign Ownership Partially Against Cash Dividend

The results prove that foreign ownership of companies listed on the Indonesia Stock Exchange
has an influence on the increase of cash dividends. The magnitude of the effect can be seen from
the coefficient of 0.295, meaning that any changes to the foreign ownership variable by 1 unit,
then it will increase the cash dividend as much as 0.295%. The results of this study are consistent
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with the results of research conducted by Chai (2010) found that the level of foreign ownership
has a positive effect on the payment of dividends as measured by the dividend payout ratio.

Influence Profitability to Cash Dividend

The effect of profitability on the increase of cash dividend also has a significant influence, it
indicates that higher profitability will impact to increase company price. The results of this study
supported by the results of research conducted by Fama and French (2001), yulianti (2002),
Halim (2011) who found that dividends are influenced by the profitability.

The Influence of Managerial Ownership, Institutional Ownership and Foreign Ownership
Together Against Cash Dividend

The result of the research shows that simultaneously managerial ownership and institutional
ownership and foreign ownership have significant effect to cash dividend in companies listed in
Indonesia Stock Exchange. It is characterized by F count> F table (23.573> 2.717) at a
significance level of 1%.

The magnitude of the simultaneous influence of these three variables can also be seen from the
coefficient of determination. The coefficient of determination of the effect of these three
variables on cash dividend is 0.466, meaning that 46.6% change in cash dividend variable can be
explained by changes of managerial ownership variable and institutional ownership and foreign
ownership while the rest of 0,534 means 53.4% explained by other factors outside the variable of
managerial ownership, institutional ownership, foreign ownership, and profitability.

Profitability Moderate Managerialownershipto Cash Dividend

The direct effect of managerial ownership on profitability is 0.466 and the indirect effect of
managerial ownership on profitability is 0.405, indicating that the direct influence of managerial
ownership is greater than indirect influence. Thus the effect of direct managerial ownership is
more able to improve the profitability of Companies listed on the Indonesia Stock Exchange.

Based on the results of research can be explained that managerial ownership partially
significantly affects cash dividends at 50 major companies listed on the Indonesia Stock
Exchange. This study is consistent and in line with the results of research conducted by Cruthley
and Hensen (1989) and Banthala et al (1994) states that ownership of shares by managers will
encourage the unification of interests between principals and agents so that managers act in
accordance with the wishes of shareholders and can improve performance company. This proves
that with higher managerial ownership will give effect to an increase in cash dividends through t
profitability level as companies.
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Profitability Moderate Institutional ownership to Cash Dividend

The effect of institutional ownership directly affects profitability is 0.320 and the indirect effect
of institutional ownership on profitability is 0.255, so it can be said that the direct effect of
institutional ownership is more affecting profitability than indirect influence.

Profitability Moderate Foreign ownership to Cash Dividend

On the effect of foreign direct ownership to profitability which has a value of 0.319 and the
indirect effect of foreign ownership on profitability is 0.295, indicating that the direct influence
of foreign ownership more influence profitability when compared with indirect influence. Thus
the influence of foreign ownership can directly increase the profitability of the company which is
listed on the Indonesia Stock Exchange.

Then with respect to foreign ownership, it can be explained that foreign ownership also has a
significant effect on cash dividends through increased profitability at 50 large companies which
are listed on the Indonesia Stock Exchange. The results of this study are consistent with research
conducted by Chai (2010) found that the level of foreign ownership has a positive effect on the
payment of dividends as measured by the dividend payout ratio.

CONCLUSIONS

The test results indicate that managerial ownership, institutional ownership, and foreign
ownership simultaneously affect the profitability and cash dividends at 50 major companies
listed on the Indonesia Stock Exchange. Partially, each independent variable (managerial
ownership, institutional ownership, foreign ownership, and profitability) influences cash
dividend in 50 large companies listed on Indonesia Stock Exchange. The higher level of
profitability obtained by the company the higher the chance of investors to get a big dividend.
This can be done by increasing a good ownership structure within the company.

REFERENCES

Ajanthan, A. 2013. The Relationship between Dividend Payout and Firm Profitability: A Study
of Listed Hotels and Restaurant Companies in Sri Lanka. Internasional Journal of
Scientific and Reasearch Publications, Volume 3, Issue 6, June 2013.

Banthala, C.T., Moon, K.P., and Rao. R.P. 1994. “Manajerial ownership, debt policy, and the
impact of institusional holding: An agency perpective”. Financial Manajement, 23, 38-
50.

www.ijsser.org Copyright © 1JSSER 2018, All right reserved Page 411




International Journal of Social Science and Economic Research

ISSN: 2455-8834

Volume:03, Issue:01 "January 2018"

Chai, D. H. 2010. “Foreign Corporate Ownership and Dividends”. Working Paper Centre for
Business Research, University of Cambridge. No. 401.

Crutchley, C and Hansen. 1989. ATest of the Agency Theory of managerial Ownership,
Corporate Leverage, and Corporate Dividends, Financial Management 18): 36-46.

Douma S., George, R. and Kabir, R. 2006. Foreign and domestic ownership, business groups,
and firm performance: evidence from a large emerging market, Strategic Mana-gement
Journal, 27(7), 637-657.

Fama, E., dan French, K. 2001. “Disappearing Dividends: Changing Firm Characteristics or
Lower Propensity to Pay?”. Journal of Financial Economics. Vol 60. Pp. 3-43.

Fauz, Achmad & Rosidi. 2007. Pengaruh Aliran Kas Bebas, Kepemilikan Manajerial,
Kepemilikan Institusional, Kebijakan Utang Dan Collateral Asset Terhadap Kebijakan
Dividen. Jurnal ekonimi dan manajemen. Vol. 8, no.2: 259-267.

Hermalin, B. and Weisbach, M. S. 1991. The Effects of Board Composition and Direct
Incentives on Firm Performance. Financial Management, 20(4), 101-112.

Idawati, Ida Ayu Agung dan Gede Merta Sudiartha. 2014. Pengaruh Profitabilitas, Likuiditas,
Ukuran Perusahaan terhadap Kebijakan Dividen Perusahaan Manufaktur di BEI. Jurnal
Manajemen Universitas Udayana. Vol. 3, No. 6:1604-1619.

Ika Surya dan Wahyu. 2013. Pengaruh Corporate Governance Terhadap Kinerja Keuangan
Perusahaan.DiponegoroJournalofAccountinghttp://ejournalsl.undip.ac.id/index.php/acc
ounting. Volume 2, Nomor 4.

Iskandar, T, Mohd, R. Br Bukit, Dan Z.M. Sanusi. 2012. The Moderating Effect Of Ownership
Structure On The Relationship Between Free Cash Flow And Asset Utilization. Asian
Academy Of Management Journal Of Accounting And Finance, 8(1), 69-89.

Karim, Abdul. 2013. “Pengaruh Good Corporate Governance Terhadap Kinerja Saham
Perusahaan (Studi Empiris Pada Saham LQ45 Di BEI)”. Fakultas Ekonomi Universitas
Semarang.

Listyani, Theresia Tyas. 2003. Kepemilikan Manajerial, Kebijakan Hutang dan Pengaruhnya
Terhadap Kepemilikan Saham Institusional (Studi pada Perusahaan Manufaktur di
Bursa Efek di Jakarta). Jurnal Ekonomi & Bisnis Indonesia Vol. 15, No. 4, 2000.

www.ijsser.org Copyright © 1JSSER 2018, All right reserved Page 412




International Journal of Social Science and Economic Research

ISSN: 2455-8834

Volume:03, Issue:01 "January 2018"

Rahayu, Ira Paramitha. 2003. “Analisis Faktor-Faktor yang mempengaruhi Rasio Pembayaran
Dividen pada Perusahaan Go Public di Bursa Efek Jakarta Periode 1999-2000”. Thesis
Program Pasca Sarjana Magister Manajemen Universitas Diponegoro, Semarang.

Sandy, Ahmad dan Nur Fadjrih Asyik. 2013. Pengaruh Profitabilitas Dan Likuiditas terhadap
Kebijakan Dividen Kas pada Perusahaan Otomotif. Jurnal Ilmu dan Akuntansi,
\ol. 1 No.1: 58-76.

Wahyudi, U. dan Pawesti, Hartini Prasetyaning. 2006. Implikasi Struktur Lepemilikan Terhadap
Nilai Perusahaan: Dengan Keputusan Keuangan Sebagai Variabel Intervening.
Simposium Nasional Akuntansi 9, Padang.

Wati, Ni Kadek Ari Lina & Nip Utu Ayu Darmayanti. 2013. Pengaruh Kepemilikan Manajerial
dan Kinerja Keuangan Terhadap Kebijakan Dividend dan Nilai Perusahaan. Paper.
Fakultas Ekonomi Dan Bisnis Universitas Udayana.

Yulianti. 2002. Analisis Lima Variabel-Variabel Fundamental yang Berpengaruh Terhadap Price
Earning Ratio Sebagai Dasar Penilaian Saham. Tesis. Pasca Sarjana. Surabaya:
Universitas Brawijaya.

www.ijsser.org Copyright © 1JSSER 2018, All right reserved Page 413




