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Abstract. In the business world, companies continuously strive to enhance their value through various strategies and
policies. One of the critical poalicies influencing a company's value is the dividend policy. Dividend policy is a crucial
decision for company management as it reflects the financial condition and prospects of the company and can influence
shareholders investment decisions. This study examines the influence of free cash flow, leverage, and profitability on
dividend policy in transportation and logistics companies listed on the Indonesia Stock Exchange from 2018-2022.
The data used in this study are secondary data obtained from the companies' annual financial reports. This research
employs purposive sampling to select 20 companies from a population of 37 IDX-listed transportation and logistics
companies. This study measures free cash flow using the free cash flow ratio, leverage using the debt-to-equity ratio,
and profitability using return on equity. This study analyzed the data using descriptive statistics and Partial Least
Squares (PLS) technique. The study's results indicate that free cash flow and profitability significantly influence
dividend policy. Snce profitability significantly affects dividend policy, companies with high profitability have to
increase dividend payments to attract and retain investors. This will increase positive perceptions in the market and
increase the company's stock value. Besides, high free cash flow indicates that the company has sufficient liquidity to
pay dividends without sacrificing important investments in operations or growth. Therefore, companies must adopt
effective cash management strategies to ensure healthy cash flow, such as optimizing operational costs, working capital
efficiency, and appropriate financing strategies to maintain liquidity. Leverage does not affect dividend policy but can
provide mixed signals to the market regarding the company's financial condition.
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BB BijIbHOT0 rpoOIIOBOTO MOTOKY, KPEIUTHOIO IJ1e4a Ta NPUOYTKOBOCTI
HA JUBiICHAHY NOJITHKY TPAHCHOPTHMX i JIOTICTUYHUX KOMIIaHIH,
3apeectpoBaHux Ha InoHesiiicbKiil ponmoBiil Oipaxi

Anomauin. Y ceimi 3pocmaioyoi KOHKYpeHYii 3a 1i0epcmeo Ha pUHKY KOMNAHIT ROCMIUHO npasHymb RIOSUWUINU CEOTO
sapmicmo 3a 00NOMO20I0 pizHux cmpameeiti i noarimuk. Ceped maxkux eaxciuee micye 3aumac OusiOeHOHa NOLIMUKA,
KA € GUPIWAILHUM (DAKMOPOM, OCKIIbKU GI0006padcac (QiHaAHCOGUIl CMAH [ NepCnekmueu KOMNAHIl ma modice
BNAUGAMU HA THEBECMUYIUHI DIuleHHs aKyioHepie. Y ybomy O0O0CHIONCEHHI UBUAECMbCS 6NAUE BLILHO20 ZPOULOBO2O
NOMOKY, KpeOUmHO20 nie4a ma npubymko80Cmi Ha OUGIOeHOHY NONIMUKY MPAHCNOPMHUX I TOZICIMUYHUX KOMNAHILL,
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Finance & Taxation
3apeecmpoganux Ha Inoonesiticokiil ponoosii bipoci y 2018-2022 poxax. /[ani, suxopucmani 6 ybomy 0OCHIONCEHHI, €
BMOPUHHUMU OAHUMU, OMPUMAHUMU 3 PIYHUX (DIHAHCOBUX 36iMi6 KOMNAHIU. V YboMY 00CHIONHCEHHI BUKOPUCTNOBYEMbC
yinecnpsimosana eubipka — 20 Komnauili i3 3a2anvbHOi CYKYNHOCMI MPAHCHOPMHUX 1 JO2ICTMUYHUX KOMAAHIU,
sapeecmposanux Ha |DX. V ybomy docnioscenni ginbruil 2poutoguii Nomix GUMIPIOEMbCA 3d OONOMO2010 KoeqhiyieHma
BIILHO20 2POUIOBO20 NOMOKY, Kpeoumue niede — 3a 00NOMO2010 CNiG8IOHOUIeHHA OOp2y ma 61ACHO20 KAnimany, a
npubymrogicme — 3a 00NOMO02010 penmabenbHocmi 61acho20 Kanimany. [na ananizy 0aHux GUKOPUCMAHO Memoou
ONUCOBOT CIMAMUCTRUKY ThA MemOo0 yacmkosux Haumenwux keaopamis (PLS). Pesyromamu docnioscenns ceiouams npo
me, WO GiNbHUL 2POULOBULl NOMIK I NPUOYMKOBICb CYMMEBO BNAUBAIOMb HA OUBIOeHOHY Noimuky. Taxum uunom,
KOMNAHIT 3 6UCOKOI NPUOYMKOSICIIO NOGUHHI 30L1bULy8amu OUSIOeHOHI SURAAMU, W00 3ALyYUmu ma Ympumamu
ineecmopie. Lle nocunume nozumuere CAPULIHAMMA HA PUHKY ma 30Lbuums éapmicmo akyin komnauii. Kpiv mozo,
BUCOKULL BLTbHULL 2POULOBUL NOMIK 6KA3ZYE HA Me, WO KOMNAHIA MAE OOCMAMHIO JIKGIOHICMb 015 GURAAMU OUBIOeHOI6
0e3 wKoOu Onsl GaANCIUBUX THeecuyill y OisibHicmy abo 3pocmannsi. Tomy KOMnawii nOGUHHI NPUTIHAMU epexmueHi
cmpamezii  ynpagniHHs 2pouioguMU  Kowmamu, wob 3abesneuumu  300pOSUll  2pOWOSUNl NOMIK, HANPUKIAO
onmumizyeamu onepayitini gumpamu, epeKmugHicms 060POMHO20 KAnimaiy ma eionosioni cmpameeii hiHaHcy8aHHs
onst niompumku Jaikeionocmi. Kpeoumue nieue He 6niueace Ha OuiOeHOHY NONIMUKY, dle MOodce HA0Aeamu
HEOOHO3HAUMI CUSHANU PUHKY U000 PIHAHCOB8020 CIMAHY KOMNAMII.

Kniouogi cnosa. roegiyicnm 6in1bH020 2poui08020 NOMOKY, GIOHOWEHHSA 3AO0P20BAHOCME 00 BIACHO20 KANimay,

penmabenvbHicmyb 61ACH020 Kanimainy, OugioeHOHA NOATMUKA, KOMNAHIT MPAHCNOPMHO-T02ICIUYHO20 CEKMOpY .

INTRODUCTION

Dividend policy is an important aspect of
management decision-making related to shareholders
interests and the company's strategy for alocating its
profits. Dividend policy provides companies with the
option to distribute profits between dividends and
reinvestment for future growth (Goldwin & Handayani,
2022). Good dividend distribution management will help
attract and retain investors in the company.

This study focuses on the transportation and logistics
sector. Referring to data published by Statistics Indonesia
in the fourth quarter of 2023, the transportation and
logistics sector experienced GDP growth according to
business fields by 13.96%. Thus, this sector has the
highest GDP growth compared to other sectors, such as
agriculture, mining and quarrying, manufacturing, trade
and repair. Increasing GDP growth influences consumer
purchasing power, which aligns with demand. High
demand will influence profitability and the availability of
dividends (Romus et a., 2020). Fundamenta factors for
researching this topic are free cash flow, leverage, and
profitability.

Free cash flow significantly influences the company's
dividend policy. Wulandari et al. (2019) argued that free
cash flow influences property and rea estate companies
listed on the Indonesia Stock Exchange. Davin and
Bangun (2021) reported that free cash flow influences
dividend policy. Tjhoa (2020) emphasized that a high
level of free cash flow will allow management to
distribute dividends. However, other researchers have
obtained opposite results (Lohonauman & Budiarso,
2021; Ayu et d., 2022).

Leverage can influence dividend policy, where when
a company has a high level of debt, it will allocate more
funds to pay off debt than to distribute dividends.
Handayani et al. (2022) found that leverage negatively
influences dividend policies. Wakhi Anuar et al. (2023)
state that companies with high debt levels prioritize using
profits to meet financia obligations rather than
distributing profits. Hartono and Matusin (2020) revealed
no effect between the level of leverage and dividend

policy. According to Goldwin and Handayani (2022), a
high level of debt does not necessarily reduce the level of
dividend policy.

Profitability is a crucial factor in dividend policy.
Hariyanti and Pangestuti (2021) explain that profitability
can affect dividend policy because increasing a
company's profit also increases dividend payments to
investors (Prastya & Jalil, 2020; Akbar & Fahmi, 2020).
Instead, Indra Cahyono and Asandimitra (2021) state that
profitability does not influence dividend policy because a
high level of profit in a company is not necessarily
prioritized for dividend payments to investors but can
also be used to devel op the company.

Thus, the different results lead us to investigate the
relationship between these factors for companies in the
transportation and logistics sector in Indonesia.

THEORETICAL BACKGROUND

Agency Theory

Andriawan and Setyawan (2020) explained that
agency theory describes the contractual relationship
between principal and agent where each individua has
their interests, which leads to conflict between principal
and agent. In a company, shareholders are the principals,
while agents are the company's management. Chrisman
(2004) in Ghozai (2020) stated that the problem in
agency theory can be in the form of Mora Hazard or
Adverse Selection. Moral Hazard is a condition where
management is considered less optimal in terms of
employment and can be considered a form of resistance
that includes freeriding, shirking, and perk consumption.

Signalling Theory

Signalling theory interprets a signal as valuable and
useful, while other signals can be ignored. The valuable
signa is related to the quality and elements of the signal
that make it convincing and attractive (Ghozali, 2020).
Practically, Andriawan and Setyawan (2020) stated that
signal theory is a way for companies to give signals to
outside parties through financia statement media.
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Dividend Policy

Dividend policy is the distribution of profits to be
paid as dividends to shareholders or to be reused for
company operations, which means that the profit must be
retained in the company. The higher the retained profit,
the lower the dividends to be distributed to shareholders
(Sejati et a., 2020). Muriungi (2020) argued that
companies will try to create a consistent dividend policy
to give a good signal to investors. However, high
dividend payments will increase the cost of capital, so
stock prices will be low. Prastya and Jalil (2020) stated
that dividend policy is measured using the Dividend
Payout Ratio (DPR), which shows how much of the
company's net profit is reinvested or retained.

FCF Ratio =

®iHaHcK Ta onoAaTKyBaHHA

DPR = Dividend per Share

Earning per Share

Free Cash Flow

Free cash flow is the remaining funds after the
company caculates the amount of capital needed to
maintain or expand its business (Anggraini et a., 2023).
Rochmah and Ardianto (2020) revealed that companies
with high cash flow can reduce agency problems as they
tend to distribute dividends stably to shareholders. Davin
and Bangun (2021) stated that free cash flow refers to the
following formula:

Net Operating Cash Flow + Net Investment Cash Flow

Leverage

Kasmir (2019) explained that leverage is a ratio
measuring how much debt is owned to finance the
company's operational activities compared to its own
capita. A large leverage ratio illustrates a higher
proportion of external funding compared to internal
funding (Saputri, 2019). Leverage is calculated using the
debt-to-equity ratio by comparing the amount of debt to
the amount of equity.

Total Liability
Total Equity

DER=

Profitability

Profitability is aratio that measures a company's ability
to seek profit and measure the level of management
effectiveness, which can be seen from the profit generated
by sales and investment earnings (Kasmir, 2019). Dirman
(2020) stated that profitability is an indicator to assess a
company's performance, including income and costs
incurred by managing assets and liabilities in one period.
This study measures profitability using the return on equity
(ROE) ratio, which can measure a company's net profit
compared to shareholder equity.

Net Profit
Total Equity

ROE =

HYPOTHESES DEVELOPMENT

The Effect of Free Cash Flow on Dividend Policy

This study measures free cash flow using the free cash
flow ratio. Free cash flow describes the amount of funds
available to meet the company's operationa and
investment needs, which can be used to pay dividends
(Davin & Bangun, 2021). The high level of free cash
flow provides management flexibility in using funds,
thereby increasing dividend payments (Tjhoa, 2020).
Large free cash flow availability can lead to increased
investment and decreased dividend payments, resulting in
conflict between management and shareholders
concerning  growth  opportunities and  dividend
distribution (Indra Cahyono & Asandimitra, 2021).

Davin and Bangun (2021) revealed that free cash flow
has a significant positive effect on dividend policy. This
isin line with Wulandari et a. (2019) and Tjhoa (2020).

Total Asset

On the other hand, Prastya and Jalil (2020), Lohonauman
and Budiarso (2021), and Ayu et al. (2022) stated that
there is no relationship between free cash flow and
dividend policy.

H21: Free cash flow influences dividend policy in IDX-
listed transportation and logistics companies.

The Effect of Leverage on Dividend Policy

This study measures leverage using the debt-to-equity
ratio. Leverage describes the proportion of debt in the
capital structure. If the leverage leve increases, the
company will have alevel of obligation to creditorsin the
form of interest expenses and an increase in principal
debt; consequently, dividends that can be distributed to
shareholders will decrease (Wulandari et al., 2019).

Some researchers (Davin & Bangun, 2021; Azizah et
a., 2020; Prastya & Jdil, 2020; Indra Cahyono
& Asandimitra, 2021) found that leverage negatively
influences dividend policy. However, it contradicts the
results of studies by Handayani et al. (2022), Wulandari
et a. (2019), and Hariyanti and Pangestuti (2021).

H2: Leverage influences dividend policy in IDX-listed
transportation and logistics companies.

The Effect of Profitability on Dividend Policy

This study measures profitability using return on
equity (ROE), which describes the profit that can be
generated  through  capital from  shareholders.
Theprovision of dividends to shareholders highly
depends on the company's profitability level over a
period. The higher the level of profitability, the more
stable the distribution of dividends to shareholders
(Azizah et d., 2020). If the company consistently
distributes dividends, this will be very attractive to
investors, and shareholders will consider the company's
condition to be good (Prastya & Jalil, 2020).

Danu Bramaputra et a. (2022), Goldwin and
Handayani (2022), Akbar and Fahmi (2020) and Prastya
and Jail (2020) found that profitability can affect
dividend policy. However, it contradicts studies by Indra
Cahyono and Asandimitra (2021), Tjhoa (2020) and
Y usuf and Suherman (2021).

H3: Profitability influences dividend policy in IDX-
listed transportation and logistics companies.
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Figure 1. Resear ch conceptual framework

RESEARCH METHODOLOGY

Data, sample and research variables

This associative research aims to determine the
relationship between two or more variables in dividend
policy. It was conducted on transportation and logistics
sector companies listed on the Indonesia Stock Exchange
from 2018 to 2022.

This study used secondary data from the annua
financial reports of transportation and logistics companies
published on their official websites and the Indonesia
Stock Exchange website.

The research population was 37 transportation and
logistics sector companies listed on the Indonesia Stock

Exchange (Table 1). For research purposes, the
companies were selected based on compliance with the
following criteria

— Transportation and logistics companies listed on the
Indonesia Stock Exchangein 2018-2022.

— Transportation and logistics companies that use the
Rupiah (IDR) currency.

This study used three independent variables: free cash
flow (X1), leverage/debt to equity ratio (X2), and
profitability /return on equity (X3). The dependent
variable is the dividend policy/dividend payout ratio (Y).
The operationa definition of this study is presented in
Table 2.

Table 1. Sample Criteria

No. Sampling Criteria Number
1 Transportation and logistics companies listed on the Indonesia Stock Exchange 37
2 Transportation and logistics companies listed on the Indonesia Stock Exchangein | (14)
2018-2022
3 Transportation and logistics companies that use the Rupiah (IDR) currency 3
Total eligible company 20
Total eligible sample (2018-2022) 100

Source: data processed (2024).

Table 2. Resear ch Variables and Operational Definitions

Variable Definition Indicator Scale
Funds remaining after the company _ .
Free Cash . FCF = (Net Operating Cash Flow + Net .
Flow calculates the amount of capital needed | | o ent Cash Flow) / Total Asset Ratio
to maintain or expand its business
A ratio to measure how much debt is Ratio
Leverage owned to finance the company's _ o .
(DER) operational activities when compared to DER = Total Liability/Total Equity
own capital
A ratio measures the company's ability to Ratio
seek profit. It provides a measure of the
Profitability | level of management effectiveness, _ . .
(ROE) which can be seen from the profit ROE = Net Profit/Total Equity
generated by sdes and investment
earnings
Dividend The distribution of profits to be paid as
: dividends to shareholders or to be reused | DPR = Dividend per Share/Earning per Share Ratio
Policy (DPR) f .
or company operations
Source: data processed (2024).
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Data Analysis Technique

This study analyzed the data using descriptive
statistics and Partial Least Squares (PLS). Partial Least
Squares is an analysis method that eliminates the
assumptions of Ordinary Least Squares (OLS). The PLS
uses the bootstrapping method or random duplication, so
the assumption of normality is not needed in testing. The
PLS evaluation model was carried out by assessing the
outer and inner models.

The measurement model evaluation (outer model)
aimed to assess the validity and reliability of the modd.
The outer model with reflective indicators was evaluated
through the convergent and discriminant validity of the
indicators forming the latent construct and composite
reliability and Cronbach alpha for the indicator block.
Meanwhile, the outer model with formative indicators
was evaluated through its substantive content, namely
comparing the relative weight and looking at the
significance of the construct indicators (Chin 1998 in
Ghozali, 2021). The outer model test covers two
indicators: reflective and formative (Ghozali, 2021).

The structural model evaluation (inner model) was
used to predict the relationship between latent variables
and bootstrapping calculations. Inner model testing
evaluation could use the R-sguare for dependent
constructs, the Stone-Geisser Q-square test for predictive
relevance, and the t-test for the significance of the
structural path parameter coefficients. The R2 vaue
measures the level of variation in changes in independent
variables to the dependent variable. Q-square calculates
how good the observation values produced by the
model.Q2> 0 indicates that the model has predictive
relevance, while Q2< 0 indicates that the model has less
predictive relevance (Ghozali, 2021). In this study, the
evaluation of the model only used the structural (inner)

model because it used secondary data. Hence, there is no
need to evaluate the measurement model (outer model).

Bootstrapping, a non-parametric procedure, solves
problems with non-normal data, especially if the sample
is small. Bootstrapping alows statistical significance
testing of various PLS-SEM results. In bootstrapping,
subsamples are created with random observations taken
(with replacement) from the original data set. The number
of subsamples should be large to ensure the stability of
theresults. A small number of bootstrap subsamples (e.g.,
500) can be used for initial checks. To prepare the fina
results, researchers need to use many bootstrap
subsamples (e.g., 5,000) (Juliandi, 2018).

Hypothesis testing was carried out by looking at the t-
statistic and probability values. The t-statistic value of o
5% is 1.96. If the t-statistic value is higher than 1.96, then
the hypothesis is accepted, but if it is lower than 1.96, the
hypothesis is regjected. To reect the probability
hypothesis, Ha is accepted if the p-vaue is lower than
0.05 (Ghozali, 2021).

This study used the PLS approach with the following

equation model:
DPR = $1FCF + 32DER + B3ROE
where: DPR = Dividend Policy
B1FCF = Free Cash Flow
B2DER = Leverage
B3ROE = Profitability

RESULTSAND DISCUSSION

Descriptive Statistical Analysis

Descriptive statistical analysis is carried out to
describe the data in terms of the maximum value,
minimum value, average value (mean), and standard
deviation value of the variables FCF (X1), DER (X2),
ROE (X3), DPR (Y).

Table 3. Descriptive Statistics Based on FCF Variable (X1) / Descriptive Statistics Based on FCF (X1), DER (X2),
ROE (X3), DPR (Y) Variables

Variable Minimum Maximum Mean Std. Deviation
FCF (X1) -0.879 0.698 0.052 0.257
DER (X2) -40.298 41.801 1.86 9.747
ROE (X3) -5.596 7.556 0.082 1.361
DPR (Y) 0 12 0.21 1.286

Source: data processed (2024).

Based on Table 3, the minimum value of FCF (X1) is
-0.879, with a maximum value of 0.698. The average
FCF (X1) is 0.052, with a standard deviation of 0.257.
The minimum value of DER (X2) is -40.298, with a
maximum value of 41.801. The average DER (X2) is
1.86, with a standard deviation of 9.747. The minimum
value of ROE (X3) is -5.596, with a maximum value of
7.556. The average ROE (X3) is 0.082, with a standard
deviation of 1.361. The minimum value of DPR (Y) is O,
with a maximum value of 12. The average DPR (Y) is
0.21, with a standard deviation of 1.286.

Evaluation of the Structural Model (Inner Model)

The structural model evaluation (inner model) was
based on R? and F.

The R-Square value (R? indicates the level of
determination of exogenous variables against their
endogenous variables. A large R? value indicates a good
level of determination.

The R-Square value of DPR (Y) is 0.338, meaning
that FCF (X1), DER (X2), and ROE (X3) can explain or
influence DPR (Y) by 33.8%, and other factors influence
the remaining 66.2%.
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Table 4. Deter mination Coefficient

R Square

DPR (Y)

0.338

Source:; data processed (2024).

Table 5. Results of F? for Effect Size

DPR (Y)

FCF (X1)

0.137

DER (X2)

0.034

ROE (X3)

0.284

Source: data processed (2024).

F-Square (F2) is a measure to see the relative impact
of an exogenous or independent variable and moderation
on an endogenous or dependent variable.

Table 5 shows that:

— The FCF has a small effect size on DPR because the
F-Square is between 0.02 and 0.15;

—The DER does not have an effect size on DPR
because the F-Square value is below 0.02;

—The ROE has a moderate effect size on DPR
because the F-Square is between 0.15 and 0.35.

Path Coefficients

Path Coefficients help test the hypothesis of the
influence of variables X and Z on variable Y. This
analysis was carried out by comparing the t-table and
t-statistics produced by bootstrapping in SmartPLS.
The hypothesisis accepted if the t-statistic value is higher
than the t-table (1.96) with a significance level of 5% or
P-value a = 5%, p-vaue 0.05 (Sugiyono, 2021).

Table 6. Path Coefficients

Original | Sample gte":‘/'i‘gt"’i‘gﬂ T Statistics o Valuee
Sample (O) | Mean (M) (STDEV) (|O/STDEV))
FCF (X1) — DPR (Y) 0.307 0.342 0.076 4.052 0.000
DER (X2) — DPR (Y) -0.156 -0.144 0.089 1.756 0.080
ROE (X3) — DPR (Y) -0.460 -0.442 0.206 2.228 0.026
Source: data processed (2024).
Based on Table 6, it can be said that: Discussion

—FCF (X1) has a significant effect on DPR (Y), with
a P-vaue of 0.000 <0.05 (Hypothesis accepted).

—DER (X2) does not have a significant effect on DPR
(Y), with a P-value of 0.080> 0.05 (Hypothesis rejected).

— ROE (X3) has a significant effect on DPR (Y), with
P-values of 0.026 < 0.05 (Hypothesis accepted).

Based on the results of the Path Coefficients analysis
presented in Table 6, the following structural equation
model can be obtained:

DPR = 0.307 FCF —0.156 DER — 0.46 ROE

The positive and negative signs in the structura
equation above indicate the relationship between the
independent and dependent variables. A positive sign
indicates a positive or unidirectional relationship between
the independent and dependent variables. Meanwhile, the
negative sign shows the opposite direction between the
independent and the dependent variables. In the structural
model above, free cash flow is positive, while leverage
and profitability have negative signs.

The Effect of Free Cash Flow on Dividend Policy

Free cash flow describes cash that companies can use
to reinvest in business growth, pay off debts, provide
dividends to shareholders, or buy back their shares.
Theanaysis results show that free cash flow has a
significant positive effect on dividend policy.
Thisindicates that with increasing free cash flow in a
company, the company will be consistent in paying
dividends. Transportation and logistics companies require
large capital investments, while mature businesses can
generate stable cash flows, which can be useful for
paying dividends.

Based on agency theory, dividend payments are a
control mechanism to reduce agency conflicts and ensure
that agents act in accordance with the principal's interests.
With high free cash flow, dividend payment
announcements can also reduce the possibility of agents
behaving inefficiently or even harming the principal, such
as excessive investment in unprofitable projects or
resource waste.
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In signaling theory, stable and smooth dividend
payments supported by good free cash flow indicate a
good signa to outsiders. A good dividend policy is
considered an indication of the company's financia
heath and management optimism about future
performance.

The results of this study are in line with Davin
& Bangun (2021), Wulandari et a. (2019), and Tjhoa
(2020) that free cash flow can affect dividend policy.
However, it contradicts other studies by Prastya & Jdlil
(2020), Lohonauman & Budiarso (2021), and Ayu et al.
(2022).

The Effect of Leverage on Dividend Palicy

The debt-to-equity ratio describes how much a
company relies on debt to finance its operational
activities. The results of the analysis show that leverage
cannot influence dividend policy. Transportation and
logistics companies require large capitd investments to
run their operations and grow, so high leverage may be
considered a common financing tool. These companies
have operational and financial flexibility to adapt to
changing market conditions. This flexibility and the
ability to adjust operations and costs alow those
companies to maintain dividend payments even though
their DER is high. Based on agency theory, company
management (agents) can maintain or even increase
dividend payments to show shareholders (principals) that
the business operates well despite high leverage.
Thisaims to reduce uncertainty and potential conflict
with shareholders about how the company uses funds.
Management maintains or increases dividends by
showing commitment to shareholder welfare, which can
minimise shareholder oversight and pressure.

In signaling theory, maintaining or increasing
dividend payments despite high leverage can be
interpreted as a positive signal. Transportation and
logistics companies require large capital investments, so
high leverage signals management that they have good
growth prospects and manage debt well. This can
increase investor confidence and attract higher
investment.

The findings of the study are in line with Handayani
et a. (2022), Wulandari et al. (2019), and Hariyanti
& Pangestuti (2021) that leverage does not influence
dividend policy. On the other hand, the results contradict
Davin & Bangun (2021), Azizah et a. (2020), Prastya
& Jdil (2020), and Indra Cahyono & Asandimitra (2021)
that leverage can influence dividend policy.

The Effect of Profitability on Dividend Policy

Return on Equity indicates the efficiency of a
company in generating profits from the capital
investment. The results of the analysis show that
profitability influences dividend policy. This indicates
that companies with high profitability tend to be more
capable and more likely to pay higher dividends to
shareholders because more profitable companies have
more profits to distribute. Besides, they can attract and
retain investors by providing stable cash returns.

Based on agency theory, there is a conflict of interest
between management (agent) and shareholders
(principal). Management may tend to retain profits for
new investment projects that may not aways be in line
with the interests of shareholders who prefer immediate
cash returns. High profitability indicates good
performance and increased profits, which can pressure
managers to increase dividend distributions to satisfy
shareholders and reduce potentia conflicts. Managers can
also show their commitment to maintaining shareholder
interests by paying dividends, which can reduce agency
costs that may arise from shareholder distrust.

Signalling theory explains that companies use internal
information that is not publicly available as asignal to the
market. Dividend payments are considered a positive
signal about the company's prospects. High profitability
provides a solid basis for companies to increase dividend
distribution as this can be interpreted by the market as the
company having sufficient cash flow and good profit
prospects in the future. Thus, increasing dividend
distribution can improve the market perception of the
company, attract more investors, and increase the
company's stock value.

The results of the study are in line with Danu
Bramaputra et a. (2022), Goldwin & Handayani (2022),
Akbar & Fahmi (2020), and Prastya & Jalil (2020) that
profitability can influence dividend policy. However, this
contradicts the findings of Indra Cahyono & Asandimitra
(2021), Tjhoa (2020), and Y usuf & Suherman (2021).

CONCLUSION

After analyzing the collected data, we found that the
connection of such factors as free cash flow, leverage and
profitability with the dividend policy in IDX-listed
transportation and logistics companiesis as follows:

Free cash flow affects dividend policy;
Leverage does not affect dividend policy;
Profitability affects dividend policy.

Based on these results, the following
recommendations can be provided to companies and
investors:

Transportation and logistics companies listed on the
Indonesia Stock Exchange must consider optimal
dividend policies based on profitability. Since
profitability —significantly affects dividend policy,
companies with high profitability have to increase
dividend payments to attract and retain investors. This
will increase positive perceptions in the market and
increase the company's stock value. Besides, the
company needs to manage its free cash flow well. High
free cash flow indicates that the company has sufficient
liquidity to pay dividends without sacrificing important
investments in operations or growth. Therefore,
companies must adopt effective cash management
strategies to ensure healthy cash flow, such as optimizing
operational costs, working capita efficiency, and
appropriate financing strategies to maintain liquidity.
Moreover, companies must pay attention to their financial
structure, especialy leverage. However, leverage does
not directly affect DPR; it can provide mixed signals to
the market regarding the company's financia condition.
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Investors who invest in the transportation and | payment. Investors also need to pay attention to the

logistics sector must consider companies with high | company's free cash flow as an additional indicator of the

profitability because this shows the company's ability to | company's ahility to pay dividends consistently.

generate profits from the equity owned. Companies with | Thisanalysis helps investors make more informed and

high profitability tend to have better dividend policies, | profitable investment decisions.

which indicate a more stable and higher dividend
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