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ABSTRACT
This study aims to determine the independent variables that are able to predict dividend payment be-
havior and prove the occurrence of dividend catering theory in manufacturing companies that are in 
the growth phase. In determining the research sample, the researcher used purposive sampling. The 
number of samples in this study were 7 manufacturing companies with a total of 92 observations during 
2015 – 2019. This study uses multinomial logistic regression analysis on SPSS 25. The results show 
that the dividend premium and profitability variables get positive and significant values in the high div-
idend payout model. as well as low dividend payout models. While the firm size variable gets a positive 
and significant value in the high dividend payout model, it does not get a significant value in the low 
dividend payout model. This means that in the high dividend payout model, the variables of premium 
dividends, profitability, and firm size are able to predict the behavior of dividend payments in manufac-
turing companies that are in the growth phase. However, in the low dividend payout model, only the 
dividend premium and profitability variables are able to predict the behavior of dividend payments in 
manufacturing companies that are in the growth phase. The results also prove that the dividend cater-
ing theory is proven to occur in manufacturing companies that are in the growth phase of 2015 – 2019.

Keywords: Catering theory of dividend, The firm life cycle, Dividend payment behavior, Manufacturing 
companies, Dividend premium.

Mellyza Silvy
Faculty of Economics and Business doctoral program students at 
Airlangga University, Indonesia Hayam Wuruk Perbanas Univer-
sity, Surabaya, Indonesia
meliza@perbanas.ac.id

INTRODUCTION
Many people are interested in investing with the 
aim of making a profit. There are many forms 
of investment, but the most common are stocks. 
Shares are proof of ownership of a business. Com-
panies issue shares as a means to obtain capital 
that will be used to run the business. From an in-
vestor’s point of view, investing in stocks aims to 
get profit. Basically, there are two benefits derived 
from shares, namely dividends and capital gains. 
Capital gain is the difference between the purchase 
price and the selling price of a share, while divi-
dends are profits that the company distributes to 
its investors resulting from the company’s profits.

Dividend policy is an important factor that must 
be considered by a company in carrying out its 
business activities because it has a significant 
influence on the company and shareholders. For 
shareholders, dividends are a form of return on 
investment, and a company’s relatively stable 
distribution of dividends can minimize uncertainty 
about the expected return on investments made. 
Dividend policy in listed companies is very im-
portant for investors because it can invite inves-
tors to buy or hold shares of the company or not. 
According to Dickinson, (2011) , the compa-
ny’s life cycle is classified according to its cash 
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flow. There are four main stages, namely intro-
duction, growth, maturity, and decline. During 
the growth phase, the company invests heavi-
ly in growing, maintaining, and gaining market 
share. Young companies tend to save money and 
pay no dividends. During maturity, they tend 
to pay dividends because the company has the 
highest sales growth, the company’s fixed cap-
ital investment begins to decline, and they are 
able to get a return on the assets they have that 
they have invested in the early stages. life cy-
cle Several experiences show that the dividend 
payout policy is different and in accordance 
with the conditions of the company’s life cycle.
Another factor that can encourage companies to 
pay dividends is the size of the company itself. 
Company size plays a role in explaining the div-
idend payout ratio in the company. Large com-
panies will certainly pay higher dividends be-
cause they are more stable in generating profits 
and making better use of resources than small 
companies. Small companies will have low-
er dividend payouts as revenue is converted to 
retained earnings to increase business assets.
In addition to company size, profitability is one 
of the factors that can affect the dividend dis-
tribution of a company. Profitability is a metric 
used to determine a company’s ability to gen-
erate profits and its business performance.
In a company, there is often an asymmetry of 
information between the company and share-
holders who are users of financial statements, 
so it does not allow shareholders to fully observe 
the company’s activities and prospects. Infor-
mation asymmetry is a situation where share-
holders do not have complete information about 
the company’s financial results, which causes 
them never to be able to determine the extent 
to which their efforts have contributed to the 
company’s actual operating results. (Wiryadi & 
Sebrina, 2013) . Information asymmetry is the 
assumption underlying the dividend catering 
theory. Dividend catering theory uses a strate-
gy to serve the wishes of investors in the mar-
ket in responding to this information asymmetry.
This study uses manufacturing sector compa-
nies listed on the Indonesia Stock Exchange as 
the study population. Manufacturing compa-
nies are companies that process raw materi-
als into semi-finished goods or finished goods 

that have a sale value. In Indonesia there are 
many manufacturing companies, and most of 
the companies listed on the Indonesia Stock 
Exchange are manufacturing companies.

THEORETICAL FRAMEWORK USED AND HY-
POTHESES
A Cathering Theory of Dividends
Baker & Wurgler, (2004) proposed a theory 
about dividends known as a catering theory of 
dividends. This theory differs from the theory 
put forward by Miller & Modigliani, (1961) , that 
dividend policy has an irrelevant effect on stock 
prices. Meanwhile, a catering theory of dividends 
explains that managers will pay dividends when 
investors place a higher stock price in compa-
nies that pay dividends than companies that do 
not pay dividends (M. Baker & Wurgler, 2004) .
The catering theory (catering theory of dividend) 
explains that a company’s decision to pay divi-
dends is driven by investor demand. Companies 
that pay dividends when investors value divi-
dend-paying companies (payers) and discard 
dividends when investors show a preference for 
non-paying companies (non-payers). (M. Bak-
er & Wurgler, 2004) . Baker & Wurgler, (2004) 
found that a number of companies will pay div-
idends if there is a catering incentive, where 
the dividend premium shows positive results.
Baker & Wurgler, (2004) developed a discrete 
model in which investors categorize companies 
as dividend payers or non-dividend payers. Bak-
er & Wurgler, (2004) describes the model using 
three important assumptions, namely (1) that 
due to psychological or institutional reasons, in-
vestor demand for dividend-paying stocks does 
not form, and changes over time (2) assumes 
that Modigliani-Miller cannot fulfill investors’ need 
for split valuation (3) Baker and Wurgler assume 
that managers legitimately meet the needs of 
managed investors by paying dividends when 
investors bid highly on dividend-paying stocks.

Premium Dividend
The dividend premium is measured by the differ-
ence between the average market to book ratio 
of companies that pay dividends and those that 
do not pay dividends. Tangjitprom, (2013) found 
that some companies will distribute dividends if 
there is a premium dividend incentive, where div-
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idend payments show positive results. Investors 
prefer companies that pay dividends and offer 
higher prices than companies that pay dividends.
Dividends play an important role in influencing 
dividend policy. Dividend premiums can prevent 
managers from reducing dividend payments, 
especially if managers skip dividend payments 
when the dividend payout ratio is high. Manag-
ers can use market timing to maximize market 
value through dividend payments. Companies 
can adjust dividend payments based on the level 
of dividend payments. Managers may choose to 
pay dividends when dividend payouts are high.

Profitability
Profitability describes a company’s ability to 
use its capital to generate profits (Sari & Priya-
di, 2016) . Profit is a measure of overall busi-
ness performance. Companies that can generate 
large profits are often more attractive to inves-
tors. Investors who are interested in the busi-
ness will invest in the business, but conversely 
if the business generates a small profit then the 
investor will withdraw capital from the business.

Company Size
Company size is company size based on total 
assets owned, measured using the natural loga-
rithm of total assets (Budiarso, 2014) . The size 
of the company is said to affect the value of the 
company because the bigger the size of the com-
pany, the easier it is to get funding. Large com-
panies often have easy access to capital markets, 
which of course affects the flexibility of these 
large companies to raise large amounts of capi-
tal. The capital received can be used to pay divi-
dends to shareholders. The larger the size of the 
company, the higher its ability to pay dividends.

The Relationship of Premium Dividends to 
Dividend Paying Behavior
Investor behavior in choosing which compa-
ny to invest in is one of the factors considered 
by company managers when deciding whether 
to distribute dividends or not. Baker & Wurgler, 
(2004) found a positive correlation between div-
idend payout and dividend payout behavior, i.e. 
an increase in dividend payout increases the 
likelihood that a company will pay dividends.
Incentives for investors will encourage manag-

ers to pay dividends to increase share prices and 
thereby increase the number of dividend payers. 
The results of research from Rochmah & Ardian-
to, (2020) state that a positive dividend premium 
has a significant effect on dividend paying be-
havior. When an investor demands a higher price 
for the stock of a dividend-paying company, the 
manager responds to the investor’s request for 
dividends. This is also supported by the results 
of research from Ming-Hui et al., (2016) which 
concluded that the dividend premium has a sig-
nificant effect on dividend paying behavior. Based 
on this explanation, the hypothesis proposed is:

H1 : Dividend premium can predict dividend pay-
out behavior.

Profitability Relationship Against Dividend 
Paying Behavior
Profitability is one of the key factors for a com-
pany whether paying dividends or not. Accord-
ing to HK Baker, (2009) dividend payments 
are strongly influenced by company profitabili-
ty. Therefore, the profit generated by the busi-
ness is one of the factors that attracts investors 
to invest. The greater the profit generated, the 
higher the probability of receiving dividends.
This is supported by the results of re-
search from Fatmawati & Ahmad, (2018) 
which states that profitability has a posi-
tive effect on dividend paying behavior. The 
relationship between earnings and dividend poli-
cy shows that companies that pay dividends have 
a high level of profitability. However, it is inverse-
ly proportional to the results of research from 
Tedja et al., (2020) which shows that profitability 
does not affect dividend-paying behavior. Based 
on this explanation, the hypothesis proposed is:

H2 : Profitability can predict dividend paying be-
havior.

The Relationship between Firm Size and 
Dividend Paying Behavior
Large companies tend to use internal company 
resources rather than debt to run their business. 
According to Putu et al., (2014) large companies 
will pay high dividends because large companies 
certainly generate more stable profits and make 
better use of resources than small companies. 
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Smaller companies will pay lower dividends be-
cause the profits generated are allocated to re-
tained earnings to increase company assets.
The results of research from Rochmah & Ardianto, 
(2020) state that company size has a positive ef-
fect on dividend paying behavior. The greater the 
total assets owned by the company, the greater the 
company’s ability to pay dividends to shareholders 
and vice versa, the smaller the company size, the 
lower the company’s ability to pay dividends. This 
is supported by the results of research from Kaur, 
(2019) which states that company size has a pos-
itive effect on dividend-paying behavior. Based 
on this explanation, the hypothesis proposed is:

H3 : Firm size can predict dividend payout be-
havior.

Framework
In this study, we analyze the effect of dividend 
premium, profitability and firm size on dividend 
payout behavior. So the framework of this re-
search can be described as follows:

Figure no1,
RESEARCH METHODS

Research design
Research design is a guideline that contains steps 
that a researcher must follow when conducting 
research (Sugiyono, 2013, 279) . The type of re-
search used is exploratory research because this 
research discusses a relatively new topic, name-
ly the cathering theory of dividends . Accord-
ing to Muri, (2014, 60) exploratory research is 
an exploratory study, especially with the aim of 
strengthening and expanding the scope of con-
cepts used in a wider scope of study. Based on 

the type and collection of data this research uses 
secondary data. Based on data collection tech-
niques, this study uses documentation techniques.
According to Sugiyono, (2013, 240) Documenta-
tion is a record of past events. Documentation can 
be in the form of written works, drawings, or other 
people’s monumental works. Secondary data is an 
indirect data source for data collectors (Sugiyono, 
2013, 137) . Secondary data in this study comes 
from annual financial reports taken from the In-
donesian Stock Exchange. Based on the time di-
mension, this study uses a panel study. A panel 
study is research conducted by selecting the cor-
rect sample from the start of the study, and then 
tracking that sample throughout the study. Be-
cause in this study the objects used were all manu-
facturing sector companies listed on the Indonesia 
Stock Exchange during the period 2015 to 2019.

Research Limitations
The author realizes that this research has several 
limitations including the following:
1   The research was conducted on manufac-
turing sector companies in the growth phase.
2 The dependent variable of this study is the 
dividend payout behavior of the company.
3 The independent variable (X) in this study 
is the dividend premium, profitability and compa-
ny size.

Variable Identification
The following are the variables used in this study:
1  The dependent variable (Y) is the variable 
that is affected or is the result. The dependent 
variable in this study is dividend payout behavior.
2  The independent variable (X) is the vari-
able that influences or is the cause of the change. 
Both negative and positive influences. The inde-
pendent variables in this study are dividend pre-
mium, profitability, and company size.

Operational Definition and Variable Mea-
surement
Dependent Variable (Y)
The dependent variable of this study is dividend 
payout behavior measured in Rupiah (IDR) and 
analyzed by multinomial logistic regression .

Independent Variable (X)
Premium Dividend
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The method used to measure the dividend premi-
um in this study is by calculating the difference 
between the market to book of companies that 
pay dividends and companies that do not pay div-
idends. Market to book shows investors’ assess-
ment of company value. Companies that are con-
sidered good sell shares at a price higher than the 
book value (Reni Utami Dewi & Purnawati, 2016) 
. According to Baker & Wurgler, (2004) the pre-
mium dividend ratio can be expressed as follows:

Profitability
The method of measurement used to measure 
profitability in this study is Return on Equity. Return 
on Equity (ROE) is a ratio that measures how much 
profit belongs to the owners of their own capital 
(Husnan, 2019:23) . This ratio is stated as follows:

Company Size
Company size can be calculated by taking the log-
arithm of the company’s total assets. So the com-
pany size formula can be described as follows:

Ukuran Perusahaan = Ln (Total Asset)

Population, Sample, and Sampling Tech-
nique
The population in this study are all consumer cy-
clical sector companies listed on the Indonesia 
Stock Exchange. The sample selection was car-
ried out using a non-random sampling technique 
with a purposive sampling method. According to 
Acharya et al., ( 2013) states that purposive sam-
pling is a sampling technique from the popula-
tion based on certain criteria. The sample criteria 
used in this study are:
1. Companies listed on the Indonesia Stock
Exchange from 2015 – 2019.
2. Companies that are in the manufacturing
sector.
3. Companies entering the growth phase.
4. Equity must be positive.

Data and Data Collection Methods

The data to be used in this study is secondary 
data, namely data on the financial reports of public 
companies listed on the Indonesia Stock Exchange 
(www.idx.co.id) during the period 2015 – 2019. In 
this study the data collection method used by the 
author is the documentation to obtain cash flow 
information for companies engaged in the con-
sumer cyclical sector. In addition, research data 
sources were also obtained from ICMD (Indone-
sian Capital Market Directory ) , and www.bi.go.id.

Data analysis technique
In this study, several data analysis techniques 
were used. By using several analytical tech-
niques, this will be able to determine the effect of 
the variables being examined. The analysis tech-
nique is as follows:

Descriptive Analysis
Data processing and analysis was carried out 
for each variable to be examined in each sam-
ple, then data analysis was carried out in two 
stages, the first stage carried out descrip-
tive analysis and the second stage carried out 
inferential analysis. Descriptive analysis is 
used to obtain a clear picture of the develop-
ment of the variables that are the object of re-
search from period to period for each company.

Inferential Analysis
In this study using hypothesis testing, namely the 
multinomial logistic regression method. Accord-
ing to Hosmer et al., (1989) multinomial logis-
tic regression is a logit regression that is used 
when the dependent variable has a multinomial 
scale with a nominal scale of the response vari-
able of more than two categories. The choice of 
this method is intended to determine the rela-
tionship between the independent variables and 
the dependent variable in the form of categorical 
data (Ghozali, 2016) . The stages in this anal-
ysis are a). Model Fit Test,b).Goodness of Fit 
test, c). DeterminationCoefficient Test (Nagelk-
erke R Square), d). Partial Significance Test.

Research Results and Discussion
Descriptive Analysis
Descriptive analysis is an analysis that is used to 
describe or describe the data collected as it is and 
analyze the data without the intention of drawing 
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generally accepted conclusions (Sugiyono, 2013). 
The analysis is intended to provide an overview 
or explanation of the research data used through 
the mean, standard deviation, minimum and 
maximum. In this study, the dependent variable 
is dividend payout behavior and the independent 
variables are dividends, profitability, and firm size.

Dividend Paying Behavior
Based on the descriptive table (Table 6: Appendix 
4) shows that the minimum value of the dividend
payout behavior variable is 1, which is a company 
code that does not pay dividends. Meanwhile, the 
maximum value of the dividend payout behavior 
variable is 3, which is the code for a company 
that pays high dividends. The mean and standard 
deviation values of the dividend payout behavior 
variable are 1.75 and 0.834, respectively, where 
if the standard deviation value is smaller than 
the mean value, it means that the distribution 
of data is evenly distributed or homogeneous.

Premium Dividend
Based on the descriptive table (Table 6: Appen-
dix 4) it shows that the lowest value of premium 
dividends comes from manufacturing companies 
that are in the growth phase in 2015 with a val-
ue of -0.310. While the highest value of premi-
um dividends comes from manufacturing com-
panies which are in the growth phase in 2019 
with a value of 0.588. The mean and standard 
deviation values of the dividend premium vari-
able are -0.02561 and 0.332091 respectively 
where if the standard deviation value is great-
er than the mean value it means that the dis-
tribution of data is uneven or heterogeneous.

Profitability
Based on the descriptive table (Table 6: Appendix 
4) it can be seen that the minimum value generat-
ed by the profitability variable is -0.77307. While 
the maximum value generated by the profitabil-
ity variable is 1.39966. The mean value of the 
profitability variable is 0.09149 and the standard 
deviation value is 0.20917 where if the standard 
deviation value is greater than the mean value 
it means that the spread of the data from the 
profitability variable is uneven or heterogeneous.

Company Size

Based on the descriptive table (Table 6: Appendix 
4) it can be seen that the minimum value gener-
ated by company size is Rp. 124,735,506,555. 
While the maximum value generated by the com-
pany size variable is Rp. 334,711,000,000,000. 
The mean value of the company size variable is 
12,895,339,067,554 and the standard deviation 
value is 39,821,067,297,195 where if the mean 
value is smaller than the standard deviation val-
ue, it means that the distribution of data from the 
company size variable is uneven or heterogeneous.

Hypothesis testing
Model Significance Test

Table 1
Model Fit Test

Based on table 2, it can be seen that there was 
a decrease in the -2 log likelihood value from in-
tercept only to final, namely 179,902 to 138,271 
with a chi-square value of 41,631 and a signif-
icant value = 0,000 where the value of Sig. < 
0.05. So it can be concluded that the multino-
mial logistic regression model in the presence 
of independent variables can provide better re-
sults for predicting dividend payout behavior.

Compatibility Test

Table 2
Compatibility Test

Based on Table 3, it can be seen that after test-
ing the goodness of fit it produces a significance 
value of 0.896 where sig. > 0.05 which means 
the significant value is greater than alpha. Sig-
nificant test results that are greater than the 
alpha value indicate that the multinomial logis-
tic regression model fits the observational data.

9

Model 
Model Fitting 

Criteria 
Likelihood Ratio 

Test 
-2 log likelihoods Sig. 

Intercept Only 179,902 
Finals 134,734 0.000 

Source: Processed Data 

10

Sig. 
Pearsons 0896 
Deviance 0.942 _ 

Source: Processed Data 
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Determination Coefficient Test

Table 3
Determination Coefficient Test

Table 4 can be seen that the Nagelkerke val-
ue explains that the diversity of indepen-
dent variable data in the study can explain 
46.9% of the diversity of the dependent 
variable, while the remaining 53.1% is ex-
plained by other variables outside the model.

Partial Test

Table 4
Partial Test

From table 5 it can be seen that the sig. the div-
idend premium variable is 0.059 > 0.05, mean-
ing that partially the dividend premium variable 
is not able to predict dividend paying behavior. 

Parameter Estimation si

Meanwhile the value of sig. the profitability vari-
able is 0.000 <0.05 and the sig. variable firm 
size of 0.002 <0.05, it can be interpreted that 
partially dividend profitability and firm size vari-
able are able to predict dividend paying behavior.

Based on table 6 it can be seen the results of 
the individual significance test of each variable, 
where the results of the tests that have been car-
ried out can be analyzed as follows: 
1. In the model of paying high dividends
compared to not paying dividends, it can be seen 
that the premium dividend variable has a sig val-
ue. of 0.047 where the value of Sig. <0.05, which 
means that the dividend premium variable is able 
to predict the behavior of dividend payments in 
manufacturing companies in the growth phase 
that pay high dividends. Meanwhile, in the model 
of paying low dividends compared to not paying 
dividends, it is known that the dividend premium 
variable has a sig value of 0.027 where the value 
of Sig. <0.05 means that the dividend premium 
variable is able to predict the behavior of divi-
dend payments in manufacturing companies in 
the growth phase that pay low dividends.
2. In the model of paying high dividends
compared to not paying dividends, it can be seen 
that the profitability variable has a significant 
value of 0.000 where the value of Sig. < 0.05 
which means that the profitability variable can 
predict the dividend payout behavior of manufac-
turing companies in the growth phase that pays 
high dividends. Whereas in the low dividend pay-
ing model compared to not paying dividends it 
is known that the profitability variable obtains a 

Nagelkerke 
0.469 

Source: Processed Data
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Independent 
Variable 

Likelihood 
Ratio Test Decision 

Sig. 
Premium 
Dividend 0.059 Can't predict 

Profitability 0.000 Can predict 
Company Size 0.002 Can predict 

Source: Processed Data
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Dividend Paying Behavior B Sig. Exp(B) 

Paying High Dividends 

Intercepts -22,599 0.000 
Premium 
Dividend 2,398 0.047 11005 

Profitability 14,407 0.000 1806482 
Company Size 0.725 0.001 2064 

Paying Low Dividends 

Intercepts -9,750 0.083 
Premium 
Dividend 2,446 0.027 11,548 

Profitability 10027 0.001 22629 
Company Size 0.305 0.122 1,359 

Source: Processed Data 
Table 5

Estimation Parameters
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Sig value. of 0.001 where the value of Sig. <0.05 
means that the profitability variable can predict 
the dividend payout behavior of manufacturing 
companies in the growth phase that pays low div-
idends.
3. In the model of paying high dividends
compared to not paying dividends, it can be seen 
that the variable firm size has a significant value 
of 0.001 where the value of Sig. < 0.05 which 
means that the variable company size can pre-
dict the dividend payout behavior of manufac-
turing companies in the growth phase that pays 
high dividends. Whereas in the low dividend pay-
ing model compared to not paying dividends it 
is known that the company size variable obtains 
a Sig value. of 0.122 where the value of Sig. > 
0.05 means that the variable company size can-
not predict the dividend payout behavior of man-
ufacturing companies in the growth phase which 
pays low dividends.
From table 6 it can also be seen the coefficient 
of each variable, so that the multinomial logistic 
regression equation can be obtained as follows:

From the regression equation above, the follow-
ing analysis can be carried out:
1. The regression coefficient value of the pre-
mium dividend variable is 2,398 and is positive. 
This shows that if more and more investors place 
their shares, then manufacturing companies that 
are in the growth phase are more likely to pay 
dividends at a higher level than do not pay divi-
dends.
2. The regression coefficient for the profit-
ability variable is 14,407, which is positive. This 
means that if a company generates profits, then 
manufacturing companies that are in the growth 
phase are more likely to pay dividends at a higher 
level than those that do not pay dividends.
3. The regression coefficient for the firm size
variable is 0.725 which is positive. This means 
that manufacturing companies that are in the 
growth phase and have large company sizes are 
more likely to pay dividends at a higher price than 
do not pay dividends.

From the regression equation above, the 
following analysis can be carried out:
1. The regression coefficient value of the pre-
mium dividend variable is 2,446 and is positive. 
This shows that if more and more investors place 
their shares, then manufacturing companies that 
are in the growth phase are more likely to pay div-
idends at a lower level than not paying dividends.
2. The regression coefficient for the profit-
ability variable is 10,027 which is positive. This 
means that if a company generates profits, then 
manufacturing companies that are in the growth 
phase are more likely to pay dividends at a low-
er level than those that do not pay dividends.
3. The regression coefficient for the firm
size variable is 0.306 which is positive. This 
means that manufacturing companies that 
are in the growth phase and have large com-
pany sizes are more likely to pay dividends 
at a lower price than do not pay dividends.

The Ability of Premium Dividends to Predict 
Dividend Paying Behavior
Based on the results of tests that have been 
carried out where the model pays high/low div-
idends by not paying dividends, it shows that 
dividend premium is able to predict the behav-
ior of dividend payments in manufacturing com-
panies in the growth phase that pay dividends 
at high or low prices. The results of the signifi-
cant dividend premium variable also show that 
the catering theory is proven to occur in man-
ufacturing companies in the growth phase.
The dividend premium is measured by the differ-
ence between the average market to book ratio 
of companies that pay dividends and those that 
do not pay dividends. Baker & Wurgler, (2004) , 
explained that the dividend premium is the most 
important proxy in explaining the Catering Theo-
ry. Investor demand for dividend distribution can 
make managers pay dividends at high prices be-
cause investors have given the value of company 
shares that pay dividends at high prices. There-
fore the company must fulfill the wishes of inves-
tors to start or continue paying dividends in order 
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to maintain the company’s stock price. So it can 
be concluded that the company’s goal in fulfill-
ing investors’ demands in paying dividends is to 
maximize the value of the company as measured 
by the increase in the company’s stock price 
(Baker & Wurgler, 2004) . Meanwhile, if investors 
place a low stock price, the company will contin-
ue to distribute dividends but at a low price too.
The results of this study are in line with the results 
of research conducted by (Rochmah & Ardianto, 
2020) , (Ming-Hui et al., 2016) , and (Tangjitprom, 
2013) which state that the dividend premium has 
a significant effect on dividend paying behavior.

Profitability Ability in Predicting Dividend 
Paying Behavior
Based on the results of tests conducted on the 
model of paying high/low dividends by not pay-
ing dividends, it shows that profitability is able 
to predict the behavior of dividend payments 
from manufacturing companies in the growth 
phase that pay dividends at high or low prices.
In this study, profitability is proxied in Return on 
Equity or ROE. ROE is a ratio that measures a 
company’s ability to make profits from various 
capital provided by its shareholders. For com-
panies in the growth phase, profitability is the 
most determining factor whether the compa-
ny will distribute dividends. But the company 
can also pay dividends at a lower price so that 
it can allocate its profits to retained earnings, 
thereby increasing the company’s total assets. 
It can be understood that profitability is one of 
the determining factors when a company de-
cides to pay dividends or not, and companies 
with high profitability tend to pay dividends.
The results of this study are in line with the re-
sults of research conducted by Fatmawati & 
Ahmad, (2018) which stated that profitability 
has a positive effect on dividend paying behav-
ior. However, the research results are different 
from the results of research conducted by Ted-
ja et al., (2020) which shows that profitabil-
ity does not affect dividend paying behavior.

The Ability of Firm Size in Predicting Divi-
dend Paying Behavior
Based on the results of tests conducted on the 
model of paying high/low dividends with no divi-
dends, it shows that company size is able to pre-

dict the behavior of dividend payments in man-
ufacturing companies in the growth phase that 
pay dividends at high prices, but company size is 
not able to predict the behavior of dividend pay-
ments in manufacturing companies in the growth 
phase. growth phase that pays low dividends.
Company size is the size of the company accord-
ing to the total assets owned, and company size 
is measured by Ln total assets (Budiarso, 2014) . 
The larger the size of the company, the higher its 
ability to pay dividends, which is possible because 
risks are more spread out in large companies 
than in small companies. According to Putu et al., 
(2014) large companies will offer high dividends 
because large companies are certainly more 
stable in generating profits and better at using 
their resources compared to smaller companies.
The larger the size of the company, the greater 
the dividends distributed, conversely the small-
er the size of the company, the lower the divi-
dends distributed to investors. Conversely, if the 
company achieves high profits but investors set 
a low stock price, then the company will tend to 
pay dividends at low prices or not pay dividends.
The results of this study are in line with the results of 
research conducted by Rochmah & Ardianto, (2020) 
and Kaur, (2019) which state that company size 
has a positive effect on dividend paying behavior.

Conclusion, Limitations, And Suggestions
Based on the results of the research and discus-
sion in the previous chapter, the following conclu-
sions can be drawn from this study:
1. Premium dividends are able to predict div-
idend paying behavior in high dividend paying 
models compared to not paying dividends and low 
dividend paying models compared to not paying 
dividends in manufacturing companies that are in 
the growth phase.
2. Profitability is able to predict dividend
paying behavior in high dividend paying models 
compared to not paying dividends and low divi-
dend paying models compared to not paying divi-
dends in manufacturing companies that are in the 
growth phase.
3. Firm size is able to predict dividend pay-
ing behavior in the high dividend paying model 
compared to not paying dividends. However, firm 
size is not able to predict dividend payout behav-
ior with low dividend paying models compared to 
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not.
This study has limitations that may affect the re-
sults of the study. The limitations found in the 
study are as follows:
1. Many manufacturing companies in 2015 -
2019 cannot be grouped based on the company’s 
life phase because they have cash flow that does 
not meet the criteria.
2. The difficulty in determining the exact
number of manufacturing companies is due to 
a change in policy regarding the classification of 
listed companies issued by the Indonesia Stock 
Exchange.
From the results of the research that has been 
done, the researcher wants to provide sugges-
tions, as follows:
1. For Further Researchers
The next researcher uses the company sector 
based on the latest classification issued by the In-
donesian Stock Exchange. This will help research-
ers in finding the latest data to be used.
2. For Investors
Investors may consider investing in manufac-
turing sector companies that are in the growth 
phase, because it turns out that manufacturing 
sector companies that are in the growth phase 
have the theory of catering.

REFERENCES

Acharya, AS, Prakash, A., Saxena, P., Nigam, 
A., & Acharya, AS (2013). Sam-
pling: Why and How of it? Sympo-
sium Sampling: Why and How of it? 
Indian Journal of Medical Special-
ties , 4 (2), 330-333. http://dx.doi.
org/10.7713/ijms.2013.0032
https://doi.org/10.7713/
ijms.2013.0032

Baker, HK (2009). Dividends and dividend policy 
(Vol. 1). John Wiley & Sons.
https://doi.
org/10.1002/9781118258408.ch1

Baker, M., & Wurgler, J. (2004). A cater-
ing theory of dividends. Journal 
of Finance , 59 (3), 1125-1165. 
https://doi.org/10.1111/j.1540-
6261.2004.00658.x
https://doi.org/10.1111/j.1540-
6261.2004.00658.x

Budiarso, NS (2014). WHY COMPANIES PAY DIV-
IDEND? GOING CONCERN : AC-
COUNTING RESEARCH JOURNAL , 9 
(3), 283. https://doi.org/10.32400/
gc.9.3.6122.2014
https://doi.org/10.32400/
gc.9.3.6122.2014

Dickinson, V. (2011). Cash flow patterns as a 
proxy for firm life cycle. Accounting 
Review , 86 (6), 1969-1994. https://
doi.org/10.2308/accr-10130
https://doi.org/10.2308/accr-10130

Fatmawati, F., & Ahmad, R. (2018). Catering The-
ory and Financial Characteristics in 
Dividend Decisions for State-Owned 
Enterprises in Indonesia. EQUITY 
(Journal of Economics and Finance) 
, 1 (3), 325-341. https://doi.
org/10.24034/j25485024.y2017.
v1.i3.2056
https://doi.org/10.24034/
j25485024.y2017.v1.i3.2056

Ghozali, I. (2016). Multivariate Analysis Appli-
cation with IBM 23 SPSS Program. 
Semarang: BPFE Diponogoro Univer-
sity .

Hosmer, DW, Jovanovic, B., & Lemeshow, S. 
(1989). Best subsets logistic regres-
sion. Biometrics , 1265-1270.
https://doi.org/10.2307/2531779

Husnan, S. (2019). Financial Management .

Kaur, J. (2019). Firm’s Life Cycle Spurs the Dividend 
Payments: A Fallacy or an Actuality? 
Paradigm , 23 (1), 36-52. https://doi.
org/10.1177/0971890719835630
https://doi.
org/10.1177/0971890719835630

Miller, MH, & Modigliani, F. (1961). Dividend Pol-
icy, Growth, and the Valuation of 
Shares. The Journal of Business , 34 
(4), 411-433. http://www.jstor.org/
stable/2351143
https://doi.org/10.1086/294442



Strategic Financial Review 
Volume 1, Issue 1, 10-20
DOI: 10.59762/sfr794324261120240118154216

20

Ming-Hui, W., Mei-Chu, K., Feng-Yu, L., & Yen-
Sheng, H. (2016). Dividend Policy 
and the Catering Theory: Evidence 
from the Taiwan Stock Exchange. 
Managerial Finance, 42 (10), 10.
https://doi.org/10.1108/MF-05-
2015-0132

Muri, Y. (2014). Quantitative Research Methods, 
Qualitative & Combined Research. 
In Quantitative Research Methods, 
Qualitative & Combined Research . 
Prenada Media.

Putu, N., Devi, Y., Made, N., & Erawati, A. (2014). 
The Influence of Managerial Owner-
ship, Leverage, and Company Size 
on Dividend Policy

Manufacturing company. Udayana University 
Journal of Accounting , 93 , 2302-
8556.

Reni Utami Dewi, K., & Purnawati, K. (2016). 
The Effect of Market To Book Value 
and Liquidity on Hedging Decisions 
in Manufacturing Companies in Bei. 
Udayana University Management 
E-Journal , 5 (1), 255027.

Rochmah, HN, & Ardianto, A. (2020). Catering 
dividend: Premium dividends and 
free cash flow on dividend policy. Co-
gent Business and Management , 7 
(1). https://doi.org/10.1080/23311
975.2020.1812927
https://doi.org/10.1080/23311975.
2020.1812927

Sari, RAI, & Priyadi, MP (2016). The Influence 
of Leverage, Profitability, Size, and 
Growth Opportunity on Firm Value. 
Journal of Management Science and 
Research , 5 (10), 2-17.

Sugiyono, D. (2013). Educational research meth-

ods are quantitative, qualitative and 
R&D approaches .

Tangjitprom, N. (2013). Propensity to pay divi-
dends and catering incentives in 
Thailand. Studies in Economics and 
Finance , 30 (1), 45-55. https://doi.
org/10.1108/10867371311300973
https://doi.
org/10.1108/10867371311300973

Tedja, IC, Suganda, TR, & Oktariani, F. (2020). 
Investor Demand and Financial 
Characteristics of Dividend Payment 
Decisions. Journal of Accounting , 12 
(2), 327-336.
https://doi.org/10.28932/jam.
v12i2.2528

Wiryadi, A., & Sebrina, N. (2013). The effect of 
information asymmetry, audit quali-
ty, and ownership structure on earn-
ings management . 1 (2), 155-180.

This work is licensed under a Creative Commons Attribution 4.0 International License.

https://creativecommons.org/licenses/by/4.0/



