
CHAPTER I

INTRODUCTION

1.1 Background of the Study

According  to  DeCotis  (2020),  energy  serves  as  a  vital  element  of

economic activity, personal, and societal well-being in everyday life. People need

energy for almost all of their activities. Especially in this COVID-19 pandemic

situation, people have to work remotely and remain socially engaged with each

other. The world economy and culture have never been so dependent on energy at

any point in recorded history (DeCotis, 2020).

The amount of energy consumed per person in a country is thought to be a

good predictor of economic growth (Esen & Bayrak, 2017). However, according

to  Bappenas (2020),  energy policy needs to balance several aims, like supply,

sustainability, and availability of energy. There are several things to note here.

Investment is needed to ensure supply, especially in countries like Indonesia, with

poor infrastructure and fast economic expansion (Bappenas, 2020).

Indonesia's dynamic energy sources are widely recognized (Hartono et al.,

2020). Indonesia's energy consumption per capita has continuously increased in

the last decade (Statista Research Department, 2021) and it is forecast to climb

even  more  (Indonesia  Investments,  2020),  as  Indonesia  is  the  fourth  most

populated nation in the world and has the tenth biggest economy in the world (The

World Bank, 2021). Because of this, the energy sector in Indonesia has become

one of the most crucial investment areas.
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Figure 1.1 World's Top 5 Most Populous Countries in 2020
Source: The World Bank (n.d.)

Figure 1.2 Indonesia's Total Energy Consumption
Source: Enerdata (n.d.)

The  increase  in  population  size  increases  energy  consumption

substantially, as can be seen in Figure 1.1 and Figure 1.2. Population growth will

considerably increase  energy consumption under  the  same external  conditions,
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and the increase in  energy consumption  will  be  double that  of  the  population

(Huang et al., 2018).

Figure 1.3 Indonesia's Total Energy Production
Source: Enerdata (n.d.)

Figure 1.4 Indonesia's Total Energy Production Breakdown by Energy in 2020
Source: Enerdata (n.d.)
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According  to  the  Asian  Development  Bank  (2020),  energy  is  vital  for

Indonesia's  economy,  and  the  sector's  sustainability  and  development  are

necessary  for  Indonesia's  prosperity.  Indonesia  has  plenty  of  commodity’s

resources, especially natural gas, coal, mining, agricultural products, and metals

(Asian Development Bank, 2020). Based on Figure 1.3 and Figure 1.4, in 2020,

Indonesia produced 437 Mtoe of energy, consisting of 66% coal, 9% petroleum,

7% biomass, 6% electricity, and 12% gas.

Given the enormous economic potential of the energy sector, investing in

energy companies in Indonesia  is  undoubtedly an attraction in itself.  Investors

often try to generate income in the form of dividends and the difference between

the shares'  purchase price and selling price,  or what is known as capital gains

(Firdaus & Purba, 2019). As shareholders, investors expect large profits or fairly

stable dividends every year.

Many variables  can  affect  a  company's  dividend pay-out  ratio,  such as

political  conditions,  the company's  policies,  economic developments,  exchange

rate fluctuations, inflation, the company's liquidity, the company's solvency, and

the company's profitability.

This research will focus on the current ratio to determine the company's

liquidity, debt to equity ratio to determine the company's solvency, and net profit

margin to determine the company's profitability.

The following are some research gaps related to dividend pay-out ratio

conducted  by  previous  researchers.  The  results  of  research  conducted  by  Jati

(2020) and Nugraheni and Mertha (2019) showed that current ratio has positive

4



and significant impact towards dividend pay-out ratio. These are contrary to the

results of research conducted by Zakaria et al. (2020), which stated that current

ratio has insignificant impact towards dividend pay-out ratio. Meanwhile, another

research  conducted  by  Firdaus  and  Purba  (2019)  stated  that  current  ratio  has

positive and insignificant impact towards dividend pay-out ratio.

Research conducted by Atmoko et al. (2017) stated that debt to equity ratio

has positive and significant impact towards dividend pay-out ratio, while research

conducted by Sebastian and Siauwijaya (2021) stated that debt to equity ratio has

negative and significant impact towards dividend pay-out ratio. These results are

different from the research results of Nurcahyo (2017), which stated that debt to

equity ratio has positive and insignificant impact towards dividend pay-out ratio.

On the other hand, Firdaus and Purba (2019) stated that debt to equity ratio has

negative and insignificant impact towards dividend pay-out ratio.

Sabri et al. (2017) in their research mentioned that net profit margin has

positive and insignificant impact towards dividend pay-out ratio. This is not in

accordance with the research conducted by Zakaria et al. (2020), which stated that

net profit margin has negative and insignificant impact towards dividend pay-out

ratio. On the other hand, Purba and Yusran (2020) stated that net profit margin has

significant impact towards dividend pay-out ratio.

There has been a lot of research on dividend pay-out ratio, but until now,

no general conclusions have been reached on the variables that may influence the

company's  dividend  pay-out  ratio  and  how  these  factors  interact.  The  most

important variable determining the dividend pay-out ratio is difficult to determine.

5



It  is  required  to  do  additional  research  based  on  the  background  of  current

difficulties and discrepancies in the outcomes of previous research. Based on the

background  of  the  study  given  above,  the  writer  is  interested  in  performing

research with the title “The Impact of Current Ratio, Debt to Equity Ratio and

Net  Profit  Margin  toward  Dividend  Pay-out  Ratio  in  Energy  Sector

Companies Listed on Indonesia Stock Exchange”.

1.2 Problem Limitation

The writer limits the problem as follows:

1 The independent variables are current ratio, debt to equity ratio, and net

profit margin. The dependent variable is dividend pay-out ratio.

2 The research object is energy sector companies listed on Indonesia Stock

Exchange.

3 The research period is the year 2017–2020.

1.3 Problem Formulation

In this research, the problem formulations are:

1. Does current ratio partially have significant impact towards dividend pay-

out ratio in energy sector companies listed on Indonesia Stock Exchange?

2. Does  debt  to  equity  ratio  partially  have  significant  impact  towards

dividend  pay-out  ratio  in  energy  sector  companies  listed  on  Indonesia

Stock Exchange?
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3. Does net profit margin partially have significant impact towards dividend

pay-out  ratio  in  energy  sector  companies  listed  on  Indonesia  Stock

Exchange?

4. Do current ratio, debt to equity ratio, and net profit margin simultaneously

have  significant  impact  toward  dividend  pay-out  ratio  in  energy sector

companies listed on Indonesia Stock Exchange?

1.4 Objective of the Research

The objectives of this research are:

1. To know whether  current  ratio  partially  has  significant  impact  towards

dividend  pay-out  ratio  in  energy  sector  companies  listed  on  Indonesia

Stock Exchange.

2. To  know  whether  debt  to  equity  ratio  partially  has  significant  impact

towards  dividend  pay-out  ratio  in  energy  sector  companies  listed  on

Indonesia Stock Exchange.

3. To know whether net profit margin partially has significant impact towards

dividend  pay-out  ratio  in  energy  sector  companies  listed  on  Indonesia

Stock Exchange.

4. To know whether current ratio, debt to equity ratio, and net profit margin

simultaneously have significant impact toward dividend pay-out ratio in

energy sector companies listed on Indonesia Stock Exchange.
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1.5 Benefit of the Research

The benefits of conducting this research are as follows.

1.5.1 Theoretical Benefit

1. This research can increase accounting understanding, especially the impact

of current ratio, debt to equity ratio, and net profit margin toward dividend

pay-out ratio.

2. This  research  may  be  used  by  other  researchers  as  a  reference  in

conducting the same topic research.

1.5.2 Practical Benefit

1. This  research  aims  to  inform investors  about  the  variables  that  impact

dividend  pay-out  ratio  in  energy  sector  companies  listed  on  Indonesia

Stock Exchange.

2. This  research may assist  managers  in  making decisions about  dividend

distribution.
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