[image: Description: http://ejurnalunsam.id/public/site/images/rizal/1_Primary_logo_on_transparent_176x693.png]P-ISSN : 2252-844X
			  E-ISSN : 2615-1316
JURNAL MANAJEMEN DAN KEUANGAN, VOL.14, NO.2, NOVEMBER 2025
[bookmark: _Hlk211436374][bookmark: _Hlk211960307][bookmark: _Hlk189637479][bookmark: _GoBack]More Stable, More Generous Banks? The Relationship between Financial Performance and Dividend Policy

[bookmark: _Hlk211960349]Nadya Kamila1), Ossi Ferli2*)
1,2*) Management Study Program, STIE Indonesia Banking School, Indonesia
E-mail: ossi.ferli@ibs.ac.id

ABSTRACK
This study aims to analyze the effect of leverage, profitability, liquidity, profit growth, and firm size on dividend policy in the banking sector listed on the Indonesia Stock Exchange (IDX) during the 2019–2023 period. The analysis method used is multiple linear regression to identify the influence of independent variables on dividend policy. The population in this study consists of all banking companies listed on the IDX, with 12 companies selected as samples using a purposive sampling method. The results show that leverage (DER), profitability (ROA), and firm size (FS) have a positive influence on dividend policy (DPR). Conversely, profit growth (PG) has a negative effect on dividend policy, while liquidity (CR) has no significant effect. Based on these findings, it is recommended that management maintain stable net income to ensure the company’s ability to pay dividends. This can be achieved through income diversification, operational efficiency, and a balanced profit allocation strategy. The novelty of this research lies in the change in the sector analyzed, namely the banking sector, as well as the extension of the analysis period covering five years (2019-2023). In addition, this study replaces the growth variable with Profit Growth to more accurately describe the company's potential to generate sustainable income. The variables analyzed in this study include Debt to Equity Ratio (DER), Return on Asset (ROA), Current Ratio, Profit Growth, and Firm Size.
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INTRODUCTION
The rapid development of technology and business has encouraged companies to continuously innovate in order to maintain their competitive advantage in the modern era. One strategy that companies adopt to enhance their competitiveness is going public through an Initial Public Offering (IPO) on the Indonesia Stock Exchange (IDX) (Brigham & Houston, 2018). Going public provides companies with opportunities to increase their public image and market value. The capital market plays a crucial role in driving public companies to enhance their performance, including through profit announcements and dividend distributions to shareholders (Modigliani & Miller, 1961). One-way companies raise funds is by issuing shares, which has become a popular investment instrument due to its potential to generate attractive return. Investors primarily aim to increase their wealth through capital gains and dividends. Therefore, companies strive for sustainable growth to ensure business continuity and provide greater benefits to shareholders (Gordon, 1959).
Dividend policy remains a critical aspect of corporate financial management, particularly in the banking sector, which plays a vital role in economic growth. The banking sector remains a highly relevant topic today, especially regarding financial performance issues that challenge the management of dividend policy. Banks are financial institutions that play a vital role in supporting the overall economy (Ferli et al., 2021). Understanding the factors influencing dividend policy is essential as it effects investor decision-making and corporate financial stability (Lintner, 1962). According to the Financial Services Authority (OJK), as of July 2024, banking credit distribution grew by 7.72% year-on-year, with a total of IDR 8,6886.7 trillion, indicating strong financial performance in the sector (OJK, 2024). Given the banking industry's resilience, it is essential to examine the key financial determinants that influence dividend policy. This study aims to analyze the impact of leverage, profitability, liquidity, profit growth, and firm size on dividend policy in Indonesia’s banking sector.
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                         Figure 1. Net Profit of Indonesia’s Largest Banks.
                         Sources: Philip Sekuritas Indonesia

The Indonesian banking sector experienced notable growth throughout 2023, signaling a strong recovery from the economic downturn caused by the COVID-19 pandemic. As the economy began to stabilize and expand, supported by improved domestic consumption, increased loan disbursement, and digital transformation, the financial performance of major banks showed significant improvement. According to the Financial Services Authority (OJK), this upward trend is evident in the robust increase in net profits recorded by several large banks, particularly those in the Core Capitalized Bank Group (Kelompok Bank Berdasarkan Modal Inti/KBMI) IV. This positive financial momentum plays a crucial role in shaping dividend policy, as banks with higher profitability are more likely to distribute dividends to shareholders while maintaining sufficient capital adequacy. In fiscal year 2023, PT Bank Rakyat Indonesia Tbk (BBRI) recorded a net profit of Rp 60.4 trillion, reflecting a 17.5% year-on-year (YoY) growth. PT Bank Mandiri Tbk (BMRI) achieved an even higher growth of 33.7% YoY, reaching a net profit of Rp 55.1 trillion. PT Bank Central Asia Tbk (BBCA) also showed strong performance with Rp 48.6 trillion in net profit, growing 19.4% YoY, while PT Bank Negara Indonesia Tbk (BBNI) recorded Rp 20.9 trillion in net profit, an increase of 14.2% YoY.
These figures not only highlight the financial resilience and operational efficiency of the banking sector but also suggest that banks are in a better position to reward shareholders through dividends. Furthermore, the improved profitability strengthens investor confidence and aligns with regulatory expectations for sustainable financial performance. In this context, the relationship between financial performance and dividend policy becomes increasingly relevant for stakeholders analyzing the post-pandemic dynamics of the banking industry. Along with these achievements, these banks are also expected to distribute dividends to shareholders. Dividends, which are the portion of a company’s profit that is distributed to shareholders, will be determined based on the dividend payout ratio approved at the General Meeting of Shareholders (GMS). The percentage of profit distributed as dividends varies for each issuer, depending on each bank’s internal policies and capital strengthening objectives.
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                                                  Figure 2. Dividend Payout Rasio of Banks Issuers.
    Sources: Philip Sekuritas Indonesia

Based on figure 2 PT Bank Rakyat Indonesia Tbk (BBRI) stands out as the issuer with the highest dividend payout ratio compared to other banks, showing the company’s strong commitment in distributing profits to shareholders. PT Bank Central Asia Tbk (BBCA) also shows stability in its dividend payout ratio each year, reflecting its business maturity and consistent performance. This continuous increase in dividend payout ratio indicates that these companies have solid growth and healthy business. The consistent dividend payout ratio reflects that these companies have achieved a balance between profit sharing and capital strengthening. This demonstrates not only solid financial performance but also commitment to support the long-term growth of the company while delivering value to shareholders.
Dividend policy in the banking industry is influenced by various factors, including leverage, profitability, liquidity, profit growth, and firm size. Leverage has a significant influence on dividend policy as firms with high debt levels tend to retain profits to meet financial obligations. Profitability also plays an important role, where companies with high profit levels are more likely to pay dividends to their shareholders. On the other hand, liquidity plays a role in determining a company's ability to pay dividends consistently without disrupting its operations. In addition, sustainable profit growth reflects the company's potential to increase profits in the future, thus influencing dividend distribution decisions. Company size is also a factor that affects dividend policy, where large companies tend to have a more stable dividend policy compared to small companies (Sejati et al., 2020). 
In the context of regulatory oversight, the dividend policy in the Indonesian banking sector is subject to a set of unique considerations that distinguish it from other industries. Banks, as financial intermediaries and systemic institutions, carry greater responsibility in maintaining economic stability, which makes their governance and profit allocation subject to more stringent regulations. One of the most significant external influences comes from the Financial Services Authority (OJK), which plays a critical role in shaping how banks manage their earnings. Specifically, OJK Regulation Number 17 of 2023 on the Implementation of Governance for Commercial Banks mandates that profits earned by banks must be primarily allocated for capital strengthening and long-term investment purposes. This requirement underscores the importance of maintaining sufficient capital buffers to support credit expansion, absorb potential losses, and ensure resilience against economic shocks. This regulatory stance aims to promote sustainable growth and financial soundness within the banking sector, but it also imposes constraints on how much profit banks can distribute as dividends. Unlike corporations in other sectors that may have greater flexibility in profit distribution, banks must carefully balance regulatory compliance with shareholder expectations. As such, the dividend policy of banks is not solely determined by internal financial performance, but is also heavily influenced by external policy frameworks and macroprudential considerations.
Understanding dividend policy in this context is therefore particularly relevant and complex. For researchers, policymakers, and investors, analyzing dividend behavior in Indonesian banks requires a holistic view that incorporates both financial indicators—such as profitability, leverage, and liquidity—and the regulatory landscape that governs decision-making. This highlights the importance of studying the specific factors that influence dividend policy in the banking industry, as these dynamics reflect not only financial strategy but also institutional responsibility and regulatory adaptation. By examining these sector-specific factors, this research aims to provide a clearer picture of how Indonesian banks manage their profit allocation amid evolving regulatory expectations and economic conditions.
Based on the description above, this study aims to analyze the effect of leverage, profitability, liquidity, profit growth, and company size on dividend policy in the banking sector listed on the Indonesia Stock Exchange for the 2019-2023 period. By understanding the factors that influence dividend policy, this research is expected to contribute to academics, investors, and financial practitioners in making better decisions regarding dividend policy in the banking sector. So, the first research hypothesis is formulated:
Leverage as measured by Debt to Equity Ratio (DER) is thought to affect Dividend Policy (Dividend Payout Ratio). Companies with high debt levels tend to allocate profits to pay debt obligations compared to distributing dividends to shareholders. Research on the effects of leverage on Dividend Policy shows mixed results. Bawamenewi & Afriyeni (2019) and Prabowo & Alverina (2020) found that the higher the Debt to Equity Ratio (DER), the lower the Dividend Payout Ratio (DPR), because companies prioritize debt payments. However, Sari et al. (2019) and Wahyuni (2021) show that in some cases, companies with high leverage still pay large dividends to attract investors or because debt is managed productively to increase profits. Thus, the impact of leverage on dividends depends on the company’s debt management strategy and profitability. So, the first research hypothesis is formulated:
[image: ][image: ] : Debt to Equity Has an Affect the Dividend Payout Ratio
	Profitability proxied by Return on Asset (ROA) is hypothesized to have a positive influence on Dividend Policy. Companies that have high profits are more likely to distribute larger dividends to shareholders. Research shows that profitability, as measured by Return on Asset (ROA), has a positive effect on Dividend Policy. Hanif & Bustamam (2017), Yuliantari et al. (2019), and Shaleh et al. (2023) found that companies with high ROA tend to distribute larger dividends due to their ability to generate profits from their assets. Kartika et al. (2015) and Prabowo & Alverina (2020) also support these findings, stating that an increase in ROA is directly proportional to Dividend Payout Ratio (DPR). Thus, the higher the profitability of a company, the greater the opportunity for dividend distribution to shareholders. So, the second hypothesis is:
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	Liquidity as measured by Current Ratio (CR) is expected to influence dividend policy, because companies with high liquidity have better financial flexibility. However, previous research shows that this relationship can vary. Research shows that liquidity, as measured by Current Ratio (CR), has a positive effect on dividend policy. Wahyuni et al. (2022), Fadah et al. (2020), Krisardiyansah & Amanah (2020), and Sari & Sudjarni (2015) found that companies with high CR tend to pay larger dividends because they have sufficient liquidity capacity to meet short-term obligations. However, some studies state that the effect of liquidity on dividends is not always significant, although higher liquidity can facilitate dividend payments (Tridara et al., 2024). Thus, efficient financial management is still required so that high liquidity does not reflect unproductive assets. The third hypothesis in this study is:
[image: ][image: ] : Current Ratio Has a Positive Affect the Dividend Payout Ratio
	Profit growth (PG) is expected to affect dividend policy, given that companies experiencing profit growth tend to hold profits for expansion, thereby reducing dividend payments. Research on the effect of profit growth on dividend policy shows mixed results. Cahyanti (2018) and Arimbi et al. (2024) found that earnings growth has a positive effect on dividends, where the higher the company's profit, the greater the likelihood of dividends being distributed. However, other studies show the opposite result. Bayu Eksan Prastyo & Kusumawati (2021) and Novianti & Amanah (2017) found that earnings growth has a negative effect on dividends, because growing companies tend to retain profits for future investment. Thus, the effect of earnings growth on dividend policy depends on the company's financial strategy and investment priorities. The fourth hypothesis in this study is:
[image: ][image: ] : Profit Growth Has an Affect the Dividend Payout Ratio
Firm size, which reflects the scale of operations and financial capacity, is hypothesized to have a positive relationship with dividend policy. Larger companies usually have more stable resources and are more likely to distribute dividends to shareholders. Noefiansyah & Idayati (2019), Ardiyanto & Laily (2023), Agustino & Dewi (2019), Ihsaniah et al. (2020), and Firmansah (2017) shows that firm size has a positive effect on dividend policy. Larger companies tend to pay out larger dividends because they have easier access to capital markets and lower agency costs large companies are also better able to obtain external funding, so they can maintain a stable dividend policy to attract investors. The fifth hypothesis in this study is:
[image: ] : Firm Size Has a Positive Affect the Dividend Payout Ratio



Thus, the research framework model in this study is:
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                           Figure 3. Research Model.
   Sources: Isti Fadah et al. (2020) and Zarah Puspitaningtyas (2019)
This research model explores the influence of five financial factors-leverage, profitability, liquidity, profit growth, and firm size-on dividend policy in the Indonesian banking sector. The Debt to Equity Ratio (DER) reflects the use of debt which may limit dividend payments, while the Return on Assets (ROA) indicates the firm's ability to generate profits which may increase dividend distribution. The Current Ratio (CR) measures liquidity, the effect of which on dividends has varied in previous studies. Profit growth is often associated with reduced dividends as companies prefer to retain profits for expansion. In contrast, firm size tends to have a more stable and consistent dividend policy. This study aims to understand how these factors contribute to the dividend policy of banks for the 2019-2023 period. The results are expected to provide insights for company management in managing profit distribution and help investors in making investment decisions.

RESEARCH METHOD
This study uses a quantitative approach with a causality design to test the causal relationship between financial performance and dividend policy in banking companies listed on the Indonesia Stock Exchange (IDX) during the 2019-2023 period. Secondary data was obtained from annual financial reports and IDX publications, with a sample of 12 companies selected through purposive sampling based on the criteria of consecutive dividend distribution for five years and the availability of complete financial reports, resulting in 60 observations. Independent variables include leverage (Debt to Equity Ratio), profitability (Return on Asset), liquidity (Current Ratio), Profit Growth, and Firm size, while the dependent variable is dividend policy as measured by Dividend Payout Ratio. Data analysis was carried out using panel data regression with the Common Effect Model, Fixed Effect Model, and Random Effect Model approaches, and tested with descriptive statistical analysis, classical assumption tests, and hypothesis testing through the t test and F test. This study also uses multiple linear regression analysis to determine the simultaneous and partial effects of independent variables on dividend policy, with data validity and reliability tested through normality, multicollinearity, heteroscedasticity, and autocorrelation tests.
Table 1. Operational Definitions and Measurement of Variables
	Variable
	Definition
	Measurement

	Dependent:
	
	

	Dividend Payout Ratio (DPR)
	DPR is the percentage of net income distributed to shareholders as dividends, reflecting the proportion of earnings allocated for dividends versus retained for reinvestment.
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	Independent:
	
	

	Debt to Equity Ratio (DER)
	Debt to Equity Ratio (DER) compares a company's total liabilities to its equity, reflecting the reliance on debt versus its own capital for funding.
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	Return on Assets (ROA)
	Return on Asset (ROA) is a ratio used to measure the company's effectiveness in generating profits from its assets.
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	Current Ratio (CR)
	Current Ratio (CR) measures a company's ability to meet short-term obligations, indicating its working capital position and the security for short-term creditors.
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	Profit Growth (PG)
	Profit Growth (PG) measures the rate of profit growth of a company over time, indicating the sustainability of its revenue growth and financial performance.
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	Firm Size (FS)
	Firm Size measures the size of a company based on its total assets.
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   Source: The data were processed by the author (2024)
The research model used in this study is Multiple Linear Regression. According to Ghozali (2018) this analysis is used to test the effect of two or more independent variables on the dependent variable. In this study, multiple linear regression analysis is applied to determine whether the independent variables, namely leverage, profitability, liquidity, earnings growth, and firm size have an influence on the dependent variable, namely dividend policy. The regression equation model used in this study is as follows:
[image: ]
RESULTS AND DISCUSSIONS 
This analysis focuses on the calculation of financial ratios for each company using data obtained from the Indonesia Stock Exchange (IDX) or company financial reports in the banking sector during the period 2019 to 2023. The availability and completeness of financial ratios from banking companies in the last five years (2019-2023) are equalized for each issuer to ensure balance in the data panel. Panel data regression analysis was performed using the Eviews12 statistical application. This study uses two types of variables, namely the dependent variable in the form of Dividend Payout Ratio (DPR) and independent variables consisting of Debt to Equity Ratio (DER), Return on Assets (ROA), Current Ratio (CR), Profit Growth (PG), and Firm Size (FS). These variables will be analyzed to see their effect on dividend policy in the banking sector listed on the IDX during the study period.
Table 2. Descriptive Statistics Analysis Results

	Characteristics
	N
	Mean
	Maximum
	Minimum
	Std. Deviation

	DPR
	60
	0.456572
	1.760105
	0.074711
	0.274859

	DER
	60
	5.396279
	10.72298
	0.311880
	2.365706

	ROA
	60
	0.021773
	0.090986
	0.003726
	0.017262

	CR
	60
	1.638095
	8.489765
	0.552027
	1.637739

	PG
	60
	0.303671
	8.525806
	-0.785832
	1.173605

	Ln(FS)
	60
	19.32107
	21.49994
	16.54878
	1.411170


            Source: The data were processed by the author (2024)
	Based on the descriptive statistics in Table 2, the amount of data obtained from 12 banking companies for five years is 60 observations. The average value of Dividend Payout Ratio (DPR) is 0.456572, with a minimum value of 0.074711 and a maximum of 1.760105, and a standard deviation of 0.274859. A high DPR value indicates that the company distributes most of its profits as dividends, while a low value indicates that the company prefers to retain profits. For Debt to Equity Ratio (DER), the average is 5.396279, with a minimum value of 0.311880 and a maximum of 10.72298, and a standard deviation of 2.365706. A high DER indicates the company is more dependent on debt financing than its equity, while a low DER indicates the company relies more on its own funds. Return on Assets (ROA) has an average value of 0.021773, with a minimum value of 0.003726 and a maximum of 0.090986, and a standard deviation of 0.017262. A high ROA value indicates that the company is more effective in generating profits from its assets, while a low value indicates less than optimal efficiency.
Current Ratio (CR) has an average of 1.638095, with a minimum value of 0.552027 and a maximum of 8.489765, and a standard deviation of 1.637739. A high CR indicates the company's good ability to meet short-term obligations, while a low value indicates the company may face difficulties in paying these obligations. Profit Growth (PG) has an average of 0.303671, with a minimum value of -0.785832, a maximum of 8.525806, and a standard deviation of 1.173605. A high PG indicates the company has significant profit growth, while a negative or low value indicates a decrease in profit or very limited growth. Finally, the Firm Size variable expressed in natural logarithm form (Ln(FS)) has an average of 19.32107, with a minimum value of 16.54878 and a maximum of 21.49994, and a standard deviation of 1.411170. Larger firm sizes (higher values) usually indicate better financial stability, while smaller firm sizes (lower values) tend to have more limited resources. The results of this analysis will be used as the basis for selecting the panel data regression model, which is presented in the next sub-chapter.
a. Model Selection of Panel Data Regression
To determine the most suitable model for panel data regression, three tests were conducted: the Chow test, Hausman test, and Lagrange Multiplier (LM) test. The results of these tests are summarized in the table below:
Table 3. Result of Model Selection Tests for Panel Data Regression
	Test
	Statistic
	d.f.
	Prob.
	Conclusion

	Chow Test
	Cross-section F
	(11.43)
	0.2565
	CEM

	
	Cross-section Chi-square
	11
	0.1009
	(Ho cannot be rejected)

	Hausman Test
	Cross-section Random
	5
	0.3537
	REM
(Ho cannot be rejected)

	Lagrange Multiplier
	Breusch-Pagan
	Cross-Section
	(0,9487)
	CEM
(Ho cannot be rejected)

	
	
	Time
	(0,0935)
	

	
	
	Both
	(0,0933)
	


      Source: The data were processed by the author (2024)

Based on the results of these tests, the chosen model for panel data regression is the Common Effect Model (CEM), as the Chow and Lagrange Multiplier tests show no rejection of Ho, and the Hausman test favors the Random Effect Model, which also does not reject Ho.

b. T-Test for the Hypothesis
T-test or partial test is usually used in determining the existence of a clear or partial influence of each of the independent variables on the dependent variable at a significant degree of 0.05. This means a value smaller than the degree of confidence means the hypothesis which states that a partially independent variable affects the dependent variable is accepted. The results, according to the Eviews12 test, are presented in the following table:
Table 7. Multiple Regression Result
	Variable
	Fixed Model Coefficient (P-value)
	Random Model Coefficient (P-value)
	Common Model Coefficient (P-value)

	C
	-0.741996
(0.2055)
	-3.503410
(0.5640)
	-0.756523
(0.0135)

	DER
	0.019956
(0.2921)
	0.028203
(0.7023)
	0.038337
(0.0001***)

	ROA
	-4.088314
(0.2694)
	-12.03965
(0.0301**)
	4.287819
(0.0293**)

	CR
	0.062161
(0.1624)
	-0.028515
(0.8336)
	0.006680
(0.7649)

	PG
	-0.080163
(0.0066***)
	-0.081286
(0.0118***)
	-0.220389
(0.0000***)

	Ln(FS)
	0.057058
(0.0471**)
	0.214342
(0.5174)
	0.046985
(0.0021***)

	Prob (F-statistic)
	0.018625
	0.049645
	0.000000

	Adjusted R-square
	0.144490
	0.193996
	0.459792


Source: The data were processed by the author (2024)

Notes:
** = Significant level < 0.05
*** = Significant level < 0.01

The profitability coefficient proxied through Return on Assets (ROA) of 4.287819 with a probability of 0.0293 (≤ 0.05) shows a positive influence on dividend policy in the Random and Common models. These results are in line with the initial hypothesis as well as the research of Hanif & Bustamam (2017) and Shaleh et al. (2023), which states that ROA has a positive effect on the dividend payout ratio. High ROA reflects the optimization of assets in generating profits, increasing the company's financial capacity, and increasing opportunities for dividend distribution to shareholders. This positive effect of ROA is consistent in the Random and Common models, although in the Fixed model, the p-value greater than 0.05 indicates that the effect is not significant in the model.
The liquidity coefficient proxied by Current Ratio (CR) of 0.006680 with a probability of 0.7649 (> 0.05) indicates that CR has no effect on dividend policy. This result is not in line with the initial hypothesis but supports the research of Nabela & Dini Widyawati (2022) and Endah Sri Wahyuni (2021). High liquidity does not guarantee the company's ability to pay dividends, because increasing assets such as securities, receivables, and inventories do not always support dividend distribution. This insignificant effect is consistent across the three panel models, with p-values all greater than 0.05. In the Fixed model, CR has a coefficient of 0.062161 (p-value 0.1624), in the Random model of -0.028515 (p-value 0.8336), and in the Common model of 0.006680 (p-value 0.7649), indicating that the effect of CR on dividend policy is insignificant across models.
The profit growth coefficient (PG) of -0.220389 with a probability of 0.0000 (≤ 0.05) shows a negative effect on dividend policy. These results are in line with the research of Sinta Cahyanti (2018) and Novianti & Amanah (2017), which state that companies experiencing profit growth tend to hold profits for investment and future needs, resulting in reduced dividend payments. This negative effect is consistent across the three panel models, with p-values all smaller than 0.05. In the Fixed model, PG has a coefficient of -0.080163 (p-value 0.0066***), in the Random model of -0.081286 (p-value 0.0118**), and in the Common model of -0.220389 (p-value 0.0000***), indicating that the negative effect of earnings growth on dividend policy is consistent across models.
The profitability coefficient proxied through Firm Size (Ln (FS)) of 0.046985 with a probability of 0.0021 (≤ 0.05) shows a positive influence on dividend policy in the Fixed and Common models. This result is in line with the initial hypothesis as well as the research of Noefiansyah & Idayati (2019) and Ardiyanto & Laily (2023). Large-scale companies tend to pay higher dividends because they have a wide operational scale, low agency costs, and easier access to capital markets for operational funding and dividends. This positive effect is consistent in the Fixed and Common models, although in the Random model, the p-value greater than 0.05 indicates that the effect is not significant in the model.
Based on the analysis, it can be concluded that earnings growth (PG) shows a consistent and significant negative effect across Fixed, Random, and Common models. Meanwhile, leverage (DER) only shows a significant effect in the Common model, but is not significant in the Fixed and Random models. Profitability (ROA) is positive and significant in the Random and Common models, but insignificant in the Fixed model. Liquidity (CR) shows no significant effect in all models, with a p-value greater than 0.05 in all models. Finally, Firm Size shows a significant positive effect in the Fixed and Common models, but insignificant in the Random model.

CONCLUSIONS
Based on the results of the analysis and discussion carried out on the influence of leverage, profitability, liquidity, profit growth, and firm size variables on dividend policy in the banking sector on the Indonesia Stock Exchange for the 2019-2023 period, there are several findings that need to be considered in making managerial decisions regarding dividend policy. This study shows that the effect of financial variables on dividend policy varies across the panel models tested, namely Fixed, Random, and Common, which provides additional insight into the factors that influence dividend distribution decisions.
Leverage, proxied by Debt to Equity Ratio (DER), shows a positive influence on dividend policy, especially in the Common model. An increase in DER reflects the productive use of debt, which can increase the company's ability to generate profits and provide greater dividends to shareholders. However, in the Fixed and Random models, the effect of leverage is not significant, which indicates that the effect of debt on dividend policy can be influenced by various factors, including how the company manages and utilizes its debt. Therefore, company management needs to be careful in increasing the level of debt, ensuring that the debt actually supports the company's growth and does not burden cash flow that can reduce the ability to pay dividends.
Profitability, proxied by Return on Assets (ROA), shows a positive influence on dividend policy in the Random and Common models. This result indicates that the higher the level of profitability of the company, the greater its ability to distribute dividends to shareholders. High profitability reflects the company's efficiency in utilizing assets to generate profits, which increases the company's financial capacity to distribute dividends. However, in the Fixed model, the effect of profitability on dividend policy is not significant, which indicates that in certain contexts, such as variability in market conditions or internal company policies, profitability may not always be a major factor in dividend distribution decisions.
Liquidity, proxied by Current Ratio (CR), does not show a significant influence on dividend policy in all three models tested. One of the most important variables examined in this study is liquidity, which deserves particular attention due to its dual role in banking operations. Liquidity, generally defined as a bank's ability to meet short-term obligations, is traditionally viewed as a positive factor for dividend distribution-indicating a healthy cash position and a lower risk of insolvency. However, in the context of the Indonesian banking sector, this study finds that the effect of liquidity on dividend policy is not always direct or positive. While some banks with high liquidity levels do issue dividends, others choose to retain earnings to maintain prudent reserves, especially amid regulatory pressures from OJK to uphold minimum liquidity and capital adequacy standards. The conservative approach to liquidity management post-pandemic also reflects heightened sensitivity to market volatility, which may encourage banks to prioritize stability over aggressive dividend distribution. These findings highlight the strategic dilemma that banks face whether to allocate excess liquidity toward shareholder returns or to reinvest in long-term operational resilience.
Profit growth (PG), which indicates the growth of corporate profits, has a negative influence on dividend policy in all models tested. Companies that experience high profit growth tend to retain these profits to support business expansion and capital strengthening, rather than distributing these profits as dividends. This reflects managerial priorities to invest in long-term growth, which can sometimes conflict with shareholders' needs for greater dividend distribution. Therefore, company management needs to balance between the need to reinvest profits and shareholders' expectations of dividend payments. In such a situation, the company should formulate a prudent profit allocation policy, considering both capital strengthening for long-term growth and adequate dividend payments.
Firm size, proxied by firm size (Ln(FS)), shows a positive influence on dividend policy in both Fixed and Common models. Large firms tend to have better financial stability, more consistent cash flows, and easier access to external funding sources. These factors provide greater ability for firms to pay higher dividends to shareholders. However, in the Random model, the effect of firm size on dividend policy is not significant, which suggests that in this model, other variables may be more dominant in determining dividend decisions. Overall, large firm size provides advantages in terms of financial capacity and stability, which may reinforce a more consistent and predictable dividend policy.
Overall, profit growth shows a consistent negative effect on dividend policy in all models tested, while leverage (DER) only shows a significant effect in the Common model. Profitability (ROA) provides a significant positive effect in the Random and Common models, but is not significant in the Fixed model. Liquidity (CR) shows no significant effect in all three models tested, and firm size shows a significant positive effect in the Fixed and Common models, but not in the Random model.
The managerial implications of these findings suggest that companies in the banking sector need to pay attention to profitability (ROA) and firm size in formulating an appropriate dividend policy. Profit growth must be managed wisely to balance long-term investment needs and dividend distribution to shareholders. Leverage management needs to be done carefully so that debt can be used productively without burdening cash flow and the ability to pay dividends. It is important to note that in order to maintain the sustainability of the company's growth and competitiveness, the dividend policy must be in line with the prevailing regulations, especially those stipulated in POJK No. 17 of 2023, which emphasizes the importance of strengthening capital for banks to support their financial resilience and competitiveness. POJK No. 17 of 2023 suggests that banks prioritize profit allocation for capital strengthening to meet their growing capital needs, while also meeting regulatory requirements, such as capital adequacy ratio (CAR). Therefore, dividend policy needs to be considered in that context, ensuring a balance between capital strengthening and investor satisfaction through dividend distribution.
In addition, companies need to utilize debt wisely, especially to support capital strengthening and sustainable growth. As part of a strategy that complies with POJK No. 17 of 2023, the use of debt can provide the necessary flexibility to accelerate business expansion, while still paying attention to financial stability and the ability to pay dividends. Therefore, banking companies need to formulate a prudent policy between allocating profits for capital strengthening and adequate dividend payments so as not to sacrifice the financial stability needed to support long-term sustainability. Thus, companies in the banking sector should pay attention to POJK No. 17 of 2023 regulations in formulating dividend policies that reflect a balance between capital needs, business growth, and investor satisfaction. Prudent management of key financial variables, as well as fulfillment of provisions regulated by OJK, are key to maintaining the sustainability and competitiveness of the company in the long term. 
This study acknowledges several limitations that must be taken into account in interpreting the results and drawing conclusions. Firstly, the scope of the analysis is limited to five independent financial variables: leverage, profitability, liquidity, profit growth, and firm size. While these variables are widely recognized in the literature as key determinants of dividend policy, they do not fully encompass the broad range of financial and non-financial factors that may influence dividend decisions in modern banking institutions. Variables such as Return on Equity (ROE), Earnings Per Share (EPS), Price to Earnings Ratio (PER), and Free Cash Flow could offer deeper insight into a bank’s internal capacity to distribute dividends and deserve attention in future research. Secondly, the sample used in this study includes only 12 banks listed on the Indonesia Stock Exchange, selected through purposive sampling based on specific criteria, such as consistent financial reporting and dividend issuance during the observation period. While this sampling method ensures data reliability, it also introduces potential bias by excluding a significant number of banking institutions, including those undergoing restructuring or digital transformation phases that may influence their dividend behavior differently. As a result, the generalizability of the findings across the broader banking sector may be limited. Third, the time horizon of the study is relatively short, covering only a five-year period from 2019 to 2023. This period, although recent and relevant, includes the extraordinary conditions caused by the COVID-19 pandemic and post-pandemic recovery, which may not represent long-term trends. A longer observation window would allow for the identification of cyclical patterns, structural changes in dividend behavior, and the enduring effects of regulatory shifts and macroeconomic dynamics on dividend policy.
Given these limitations, several avenues for future research are proposed. Firstly, researchers are encouraged to include a broader array of financial variables that reflect market performance and investor perceptions, such as market capitalization, stock return volatility, and dividend yield. Secondly, expanding the study to include other economic sectors such as manufacturing, consumer goods, telecommunications, or property could provide comparative insights and allow for cross-sectoral analysis. These sectors often operate under less stringent regulatory environments compared to banking, and their dividend policies are more influenced by market dynamics, investment cycles, and corporate governance practices. Including them in the scope of research would enrich academic understanding of how industry-specific factors shape dividend decisions. In addition to expanding variables and sectoral scope, future research should also explore the emerging dynamics within the banking sector itself, particularly the influence of digital banking transformation. Over the past few years, Indonesian banks have increasingly embraced digitization—investing heavily in mobile banking platforms, artificial intelligence for customer service and risk management, cloud infrastructure, and data-driven decision-making systems. These strategic shifts not only transform business models but also have potential implications for financial policy, including how and when banks allocate profits toward dividends versus reinvestment. For example, the capital-intensive nature of digital banking initiatives may lead to more conservative dividend policies in the short to medium term, as banks prioritize investment in digital infrastructure and innovation. Banks at the forefront of digital transformation may prefer to retain earnings to support technology upgrades, cybersecurity measures, and human capital development. Furthermore, the competitive pressure from fintech firms and digital-native financial service providers compels traditional banks to modernize rapidly, often at the expense of near-term shareholder returns.
However, digital banking also presents long-term advantages that could positively influence dividend policy in the future. Increased operational efficiency, broader customer reach, and enhanced service personalization can improve revenue generation and profitability, thereby strengthening a bank’s capacity to pay dividends sustainably. This dual dynamic—of short-term investment restraint and long-term value creation—represents a strategic trade-off that future research should examine more closely, perhaps by incorporating digital maturity as a moderating or mediating variable in dividend policy models. Moreover, the regulatory landscape in Indonesia is also evolving in response to digital finance, with OJK introducing new guidelines to oversee digital banks and fintech collaboration. These changes may further affect dividend-related decisions, as compliance with new regulations could require additional capital retention. Understanding how banks navigate these dual pressures-regulatory compliance and innovation investment—will be essential for assessing the sustainability of dividend policies in the digital era.
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