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CHAPTER I 

INTRODUCTION 

1.1 Background of Study 

Infrastructure Development will certainly have an influence on the welfare 

and economic growth of one country. An adequate infrastructure is an essential 

part of a country in order to support public facilities. Several physical facilities are 

a vital component to support various government’s economies, industries, and 

socials activities in the society and government. Infrastructure is a physical 

facility that is improved and needed by the public used for the government’s 

purpose in providing utilities, transportation, and other services in order to fulfil a 

social and economic purpose. Several types of Infrastructure as follows: 

1. Physical Hard Infrastructure 

This infrastructure has a real physical form and mostly related to 

public interest such as airports, docks, ports, irrigation channels, trains, 

highway, dams, sewerage, and others. 

2. Non-Physical Hard Infrastructure 

This infrastructure is a hard infrastructure but doesn’t have a physical 

form, but they are useful in terms of supporting other physical 

infrastructure and related to the matter of public satisfaction such as 

electricity supply, the availability of clean water, gas supply, 

communication, and others.  
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3. Soft Infrastructure 

A soft Infrastructure is a form of institutional that is related to social 

service activities that are provided by the government such as, post 

office services, police service, firefighters, and others.  

Infrastructure in one country has an important role in influencing the 

efficiency and the company’s production expenditure. A high percentage of 

infrastructure development will also improve one country’s welfare and economic 

growth.   

Infrastructure development in Indonesia is very limited to certain areas due 

to their extreme geographical environment. The infrastructure development 

limitation has an impact on Indonesia’s social life, unevenly distributed welfare 

towards its subject that causes the social gap. For that reason, the government is 

planning infrastructure development to overcome the social gap.  Ever since 

President Joko Widodo occupies his position as a president, which starts from his 

first period at the year of 2014 up until now, infrastructure development is one of 

the programs that President Joko Widodo prioritized on and in hope for the 

program to accelerate. It can be seen from the increasing of government budget 

towards infrastructure throughout the year. Below shows the figure of the 

Indonesia government budget towards the sector of Infrastructure for the year 

2016 until 2019.  
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Figure 1.1 Indonesia Government Budget towards Infrastructure 

Source: Prepared by author from Kemenkeu (2020)  

 

There are several factors that are affected by the increasing infrastructure 

budget, which can be seen through the completion of several infrastructure 

improvements such as highways’, roads’, airports’, railways’, and dams’ 

construction from the year 2016 until 2019.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1.2 Infrastructure Construction Completion  

Source: Prepared by the author from BPJT & Kemenkeu (2020) 

2016 2017 2018 2019

Highway (km) 44 156.6 449.8 516

Roads (km) 768.7 836 766 406

Dams (units) 32 36 55 51

44

156.6

449.8
516

768.7
836

766

406

32 36 55 51

0

100

200

300

400

500

600

700

800

900

Infrastructure Construction Completion 2016-2019

269.1

388.3
410.7 415

0

50

100

150

200

250

300

350

400

450

2016 2017 2018 2019

R
p

 (
b

il
li

o
n
s)

Year

Indonesia Government Infrastructure Budget



4 
 

 

Infrastructure development becomes logistic and strategic choice solely to 

increase and to catch up on Indonesia’s infrastructure competitiveness rank 

globally. Below shows the chart of Indonesia’s, Singapore’s, and Malaysia’s 

infrastructure ranking in global competitiveness from the year 2016-2019. 

 

 

 

 

 

 

 

 

 

 

 

Figure 1.3 The Infrastructure Rank in Global Competitiveness of Indonesia, Singapore, and 

Malaysia  

Source: Prepared by the author from The World Economic Forum (2020) 

 

 From the charts above, the completion of infrastructure construction has 

an impact towards the improvement of Indonesia’s infrastructure rank in the 

global competitiveness index. There is an increase in Indonesia’s rank from the 

year 2016-2018. Unfortunately, from the year 2018 to 2019, Indonesia’s rank 

went down due to the political tension presidential election that happened in 2019, 

where most government budgets are allocated to the presidential election event, 

which impacts to infrastructure activity to be postponed. From the economic 

benefits section, infrastructure can improve efficiency and productivity. For 

instance, usually, the time that is required for travelling from Semarang to Solo 
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takes about three hours, but after the completion of the highway, it only takes one 

and a half hours. It certainly helps citizens to travel efficiently from one city to 

another. Indonesia’s rank is still falling far behind Malaysia and Singapore in 

terms of the infrastructure department. There are a lot of developments that need 

to be done in order for Indonesia to catch up with the other two countries.  

With the increasing amount of government infrastructure budget, 

companies that engaged in the infrastructure department such as PT. JasaMarga, 

Tbk; a company that engaged in the highway road construction, PT. 

Telekomunikasi Indonesia, Tbk; as communication companies to ensure 

communication connectivity, PT. Blue Bird, Tbk; as a transportation company, 

and other infrastructure, utilities, and transportation companies surely will be 

motivated to participate in infrastructure development projects that have been 

given an opportunity by the government for them to gain a great deal of income.  

One of the main goals of a company is a profit motive. A profit motive 

means that a company wants and needs to increase its profits to a great extent so 

that the company’s value will increase as well. Generally, most investors seek 

companies that have a high value. There are three types of decisions that covered 

the financial management activities in the company, such as investment decisions, 

funding decisions, and dividend decisions. Each decision has the same objective 

in obtaining profits and increasing the value of the company. Those decisions are 

inseparable, but quite often, dividends are used as the last consideration after 

investment considerations and other financing considerations. The amount of 

retained earnings will decrease if management decides to pay dividends. 
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Conversely, if management decides to hold their profits in the form of retained 

earnings, the company’s capital will certainly increase from internal funds. This 

matter led managers or shareholders to continue to have a debate towards 

dividend policy matters, especially in the topic between dividends policy towards 

corporate’s value. Shareholders demand a relatively stable dividend distribution in 

general. By paying dividends to the shareholders causes the value of the company 

to increase along with the wealth of shareholders. Every company has their own 

policies towards dividend payment. For managers to take optimized dividend 

payment decisions, managers are required to take the company’s and shareholders' 

concerns into consideration with the aim that can maximize the value of the 

company. To achieve that, a company must be able to manage their financial ratio 

to be in good condition, such as cash ratio, debt to equity ratio, return on assets, 

and dividend payout ratio. Whereby having good management towards the 

financial ratios, it will have an impact on increasing the company’s profits with a 

result that a company will distribute a high number of dividends to the 

shareholders.  

One of the liquidity ratios is the Cash Ratio (CR), which is the company's 

ability to pay off its short-term obligations through some cash held by the 

company. A higher Cash Ratio illustrates a company's cash ability to pay off its 

short-term obligations. Dividend payments are one of the cash outflows in the 

financing activities section of the statement of cash flow thus a company with 

much more secured cash positions will lead to a better ability for a company. 
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Debt to Equity Ratio (DER) is a ratio that measures how much a company 

is supported by debt. Using debt as a funding source will cause companies to 

sustain fixed costs in the form of interest payments and loan principal. As a 

consequence, the company won’t be able to have a high dividend payment to the 

shareholders because the use of debt as a source of funding will cause companies 

to bear a fixed cost in the form of interest payments and loan principal, so the 

higher the Debt to Equity Ratio, the smaller the dividends distributed to 

shareholders because the obligation to pay the debt are much more preferred over 

dividend distribution. 

Higher Return on Assets (ROA) manifests a better performance of the 

company since the rate of return on investment (return) escalates, so does the 

dividend distributions. Return on Asset is calculated by comparing the ratio of net 

income to total assets, which shows the strength of the company’s performance.  

According to Prihadi (2019), Dividend Payout Ratio is calculated by 

comparing dividends per share to earnings per share of the company. With a 

higher amount of profits distributed in the form of dividends, certainly, it will 

intrigue the potential investors’ interest in the company as they evaluate the 

company’s performance is in a good strength and has good prospects in the future. 

In most cases, dividends to be distributed every year are much preferable by the 

investors rather than companies to retain their net income for internal funding 

sources. 
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In this research, financial ratios are used as a research variable to predict 

dividend distribution and as one of the analysis tools to measure conditions and 

efficiency of the company operations in achieving the company's goal which is 

profit maximization. This research will focus on factors that are thought to 

influence the dividend payout ratio, such as Cash Ratio, Debt to Equity Ratio, and 

Return on Asset Ratio. The author is interested in researching under the sector of 

infrastructure, utilities, and transportation companies that have an impact on 

infrastructure development in Indonesia, which is needed and still on progress in 

order for Indonesia to grow into a developed country. Thus, the author is 

interested in doing the research with a title “The Influence of Cash Ratio, Debt 

to Equity Ratio, and Return on Asset Towards Dividend Payout Ratio in 

Infrastructure, Utilities, and Transportation Companies Listed in IDX” 

1.2 Problem Limitation 

This research will be limited only to three independent variables, which 

are Cash Ratio, Debt to Equity Ratio, and Return on Asset that influences the 

Dividend Payout Ratio and is restricted to the sector in infrastructure, utilities, and 

transportation companies that are listed in IDX for the period of 2016-2019.  

1.3 Problem Formulation 

Based on the background of the study and problem limitation above, the 

problem identified by the author is: 
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1. Does Cash Ratio have an influence towards the Dividend Payout Ratio 

in infrastructure, utilities, and transportation companies listed in IDX 

period 2016-2019?  

2. Does Debt to Equity have an influence on the Dividend Payout Ratio 

in infrastructure, utilities, and transportation companies listed in IDX 

period 2016-2019? 

3. Does Return on Asset have an influence on the Dividend Payout Ratio 

in infrastructure, utilities, and transportation companies listed in IDX 

period 2016-2019? 

4. Do Cash Ratio, Debt to Equity, and Return on Asset simultaneously 

have an influence on the Dividend Payout Ratio in infrastructure, 

utilities, and transportation companies listed in IDX period 2016-

2019? 

1.4 The Objective of the Research 

1. To determine the effect of Cash Ratio on Dividend Payout Ratio in 

infrastructure, utilities, and transportation companies listed on IDX 

period 2016-2019. 

2.  To determine the effect of Debt to Equity Ratio on the Dividend 

Payout Ratio in infrastructure, utilities, and transportation companies 

listed on IDX period 2016-2019. 

3. To determine the effect of Return on Asset on the Dividend Payout 

Ratio in infrastructure, utilities, and transportation companies listed on 

IDX period 2016-2019. 
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4. To determine the effect simultaneously of Cash Ratio, Debt to Equity, 

and Return on Asset on Dividend Payout Ratio in infrastructure, 

utilities, and transportation companies listed on IDX period 2016-

2019. 

1.5 The Benefit of the Research 

Benefits from conducting this research are divided into two parts, as 

follows. 

1.5.1 Theoretical Benefit 

The writer hopes that the result of this research can be a contribution to the 

development of accounting theories, particularly which support the topic of 

factors that influence dividend payout ratio theories. 

1.5.2 Practical Benefit 

This research will benefit to several parties below: 

1. For investors  

Hope that this research can help investors to have a deeper level of 

knowledge towards the financial ratios that influence the dividend 

payout ratio, mainly for cash ratio, debt to equity ratio, and return on 

asset ratio. 

2. For managers 

Hope that this research can be an input or consideration for managers 

in order for the decision-making regarding dividend distribution to the 

shareholders.  
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3. For researchers 

Hope that this research can be a reference or as additional information 

that can help researchers to complete their analysis on the same topic 

as this research.  

 

 

 

 


