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Abstract
Investment is no longer limited to the upper class; it now includes 
participation from the lower middle class as well. This research was 
conducted at the Indonesia Stock Exchange with a sample size of 45. 
The sample comprised 15 companies with a three-year observation 
period. Based on the outcomes of this research, researchers can draw 
the following conclusions: Investment Opportunity Set (IOS) and firm 
size exhibit a positive influence on financial performance. However, 
company performance also serves as a mediator in the relationship 
between firm size and its impact on dividend policy. The practical 
implication for investors is to take into account variables that have been 
demonstrated to influence dividend policy when making investment 
decisions, with the aim of maximizing profits from dividends. For 
companies, it is essential to recognize that these variables, particularly 
the allure of dividends, can become a compelling attraction for the 
company itself.

INTRODUCTION

Not only the younger generation, but all levels of society are already aware of investment. Investment is 
now not only in the upper class, but also from the lower middle class participate. Increased financial literacy 
makes society open to investment. Prasetiya and Asyik (2022) explained that investment is someone's action 
to channel their funds or money to get profits in products such as investments such as land, stocks, bonds and 
others. Sahara (2013) explaining that’s the purpose of this investment is of course to increase the income they 
have in the future. In fact, investment activities not only require funds, but also the most important thing is 
that they require commitment from an investor.

One of the industrial sectors on the Indonesia Stock Exchange that is popular as a place for investment is 
property industry in this case in the field of real estate and building construction (Dewi and Sedana, 2018). As 
we know that property sector or industry greatly influences the growth of a country. The economy in Indonesia 
is heavily influenced by the property sector because the growing industry makes a significant contribution to 
the country's infrastructure development (Brigham et al., 2001).

https://doi.org/10.23969/jrak.v16i1.7531
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However, in the past few years, the majority of property companies on the Indonesia Stock Exchange 
experienced a decline in net profit, such as PT. Ciputra Development, Tbk. which experienced a decrease in profit 
of 30% in 2016. In addition, according to Rahayu and Rusliati (2019), other companies have also experienced 
a decrease in net profit, namely PT. Lippo Karawaci, Tbk. which experienced a decrease in net profit of 30% in 
2017. Likewise, PT. Pakuwon Jati, Tbk. which its profit fell 2.9% from the previous year's company profit of 
Rp. 1.72 trillion. Experiencing the same thing, PT. Surya Semesta Internusa, Tbk. also experienced a decrease 
in profit even up to 96.8% in 2018. The decrease and increase in company productivity can be influenced by 
several factors, such as investment opportunities, company size and financial performance (Setiatin, 2019).

If we analyze the factors that affect the financial performance of a company, there are several factors that affect 
the financial performance of a company based on the phenomenon discussed earlier that the policies or investment 
decisions taken by a company greatly affect the financial performance of the company itself. This is because the 
right or wrong investment decisions of a company determine the success of a company's performance. Therefore, 
companies certainly have to take advantage of a series of investment opportunities related to market development 
potential (Tiningsih and Mubarok, 2021). Investment opportunities for companies are a combination of assets 
owned and investment options in the future with the aim of obtaining returns in the future (Mantisa and Tandika, 
2019). The purpose of the Investment Opportunity Set (IOS) is to increase the value of the company or increase 
the company's capital to support the continuity of the company's operations (Hidayat and Triyonowati, 2020). 
Apart from IOS, according to researchers, another thing that is thought to influence the financial performance 
of property companies is dividend policy (Navissi and Naiker, 2006). This is because the company's decision to 
distribute dividends to shareholders or hold them in the form of retained earnings to finance future investments 
greatly affects financial performance in the future (Hidayat and Triyonowati, 2020). Another thing that researchers 
also suspect influences the decision to pay dividends is company size, this is because the size of the company in 
this study is proxied through the company's total assets and sales volume.

The main theory used in this research is signal theory. In this theory, it is explained that a step chosen by 
management or someone in giving signs to people who make investments in this case investors about how 
someone in this case management reflects on the prospects of a company in the future. On the following theory 
also explains that managers are confident and able to predict good profits and earnings later by giving a signal 
to shareholders through an increase in dividends above the normal increase. Company size generally influences 
investors' judgment in making investment decisions, company size in this case is the size of the company in terms 
of sales, assets or others. The larger the size of the company, investors tend to believe that the company is better 
at managing its investment funds. Signaling Theory also states that illustrates that in the future the growth of a 
company will be in line with increasing stock prices through a positive signal from a given investment decision. 
So, the investment decisions made by the company giving signs in the form of signals so that interested parties 
in this case are investors and creditors are given the impression that the company will develop in the future.

Another supporting theory is agency theory, there’s explains that there is a conflict between two parties, 
including managers and shareholders, where the interests of the two parties conflict. Shareholders keep managers 
from being concerned with the company alone which can affect the funds issued by the company and will also 
increase company costs because it reduces the company's profits. One way that this can be avoided is to make 
the manager as one of the owners if a company is in the form of an individual that is managed solely by the 
owner. Therefore, managers will act not only as managers but also as owners who are not only concerned with 
themselves but also concerned with the welfare of the company in general. The relationship or relationship 
to the investment opportunity set (IOS), the size of the company proxied by their total assets, the company's 
financial performance and the dividend policy in property companies.

According to Kurniawan and Aisah (2020) along Santos et al., (2014) future expenditure determined by 
management (future discretionary expenditure) which is expected to produce a return that is greater than the 
cost of capital depends on the IOS carried out by the company. In general it can be said that the investment 
opportunity set describes the size of the investment opportunity for a company which is influenced by the 
company's choice of investment choice itself. According to Langhe et al., (2011) and Parmigiani et al., (2011) 
that’s IOS has a positive effect on financial performance. Kusumawati and Safiq (2019) also states that IOS has 
a positive effect on financial performance, this is because the investment opportunity set (IOS) can be interpreted 
as an opportunity or can be said to be an investment opportunity in the future for a company entity so that the 
higher the investment opportunity set (IOS). Companies that have high investment opportunities have a high 
dividend payout ratio Andaswari et al., (2017). In signal theory, stock price increases are influenced by high 
investment opportunities which provide signals about the develop of a company entity. According to Purba, 
Suza and Mahardika (2017) explained that companies with high investment opportunity sets have high growth 
opportunities. Managers of a company must be able to take advantage of these opportunities by increasing 
sales growth. According to Andaswari, Pitono and Hardianto (2017) and Resti, Purwanto and Ermawati (2018) 
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the set of investment opportunities is interpreted as having a positive and significant influence on the dividend 
policy of a property or construction company.

Company size in this study refers to the size of the total assets owned by a company (Erawati and Wahyuni, 
2019). Large companies are considered to be more capable of utilizing the company's resources so as to generate 
higher profits compared to small companies (Putriana, Artati and Utami, 2018). Vice versa, small comp and 
Groanies will pay lower dividends because they are considered to generate profits which tend to be lower and 
the profits generated tend to be used as retained earnings for expansion. Research results from Hery (2013) and 
Susilo et al. (2023) show that established or large companies can attract investors who prefer higher dividend 
payments compared to low ones, so investors will look for large companies that can produce higher dividend 
payments than small companies. In general, company size is proxied using total assets, because the value of 
total assets is usually very large compared to other financial variables.

Large companies have several competitive advantages that can have an impact on increasing the company's 
profitability, including companies that have market power where large companies can set high prices for their 
products, and cost savings (Azzahra and Wibowo, 2019). According to Dezoort et al. (2006) Company size has 
a positive effect on financial performance. Dissanayake et al. (2019) and Grossi (2020) states that company size 
has a positive effect on financial performance. The novelty of this research is the financial performance variable 
chosen as a moderating variable, where company size and investment opportunity set before directly influencing 
dividend policy are thought to influence the company's financial performance first. The higher the company size 
and the investment opportunity set, of course, influence the company's financial performance, so that financial 
performance determines a company's dividend policy and vice versa. Based on the variable relationships described 
above, the hypothesis developed in this study for the first is investment opportunity set has a positive effect on 
financial performance, for the second is investment opportunity set has a positive effect on dividend policy, for 
the third is Company size has a positive effect on financial performance, for the fourth is company size has a 
positive effect on dividend policy, for the fifth is financial performance is able to mediate the effect of investment 
opportunity set on dividend policy and the last is Financial performance is able to mediate the effect of company 
size on dividend policy. Based on the theory and study of previous research results.

Investment Opportunity
Set (X1)

Financial Performance 
(Z)

Company Size 
(X2)

Dividend Policy 
(Y)

H1

H2

H3
H4

H5 H6

Figure 1. The Research Concept Framework

METHODS

This study selects objects in one of the sub-divisions on the Indonesian Stock Exchange, namely property, 
real estate and building construction companies, in this case the financial statements from the 2019 to 2021 
period, so that from the withdrawal of purposive sampling, 15 companies were obtained within 3 years of 
observation so that the total sample was 45. The purposive criteria were The sampling in this study is all 
companies in the property, real estate and building construction sectors that are listed on the IDX, then these 
companies successively report annual financial reports from 2019 to 2021, in addition to the property, real 
estate and building construction sector companies. whose financial reports data can be accessed from 2019 to 
2021 and the last criterion is that the company must consistently distribute dividends from 2019 to 2021 and 
use Rupiah. The SEM-PLS technique is the analytical technique that we use in this study because the SEM-
PLS technique is more suitable for use in predictive research, so it uses a variance-based approach as in this 
study (Ghozali, 2018).

RESULTS

The magnitude of the correlation between each variable in this study that is measured (indicator) with its 
construct (latent variable) is described in the following factor loading. If the loading factor has positive’s value 
and has more than 0.6 (> 0.6), its means valid loding factor. The following values are described in Table 1.
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Table 1. Convergent Validity Loading Factor Test Results
Variable Loading Factor Result

Investment  of Opportunity Set 1.000 Valid
Dividend Policy 0.898 Valid
Financial Performance 0.794 Valid
Company Size 0.859 Valid

Table 1 shows that corporate social responsibility, firm value, profitability and company size have loading 
factor value greater than 0.6, meaning that these indicators can be declared valid. The reliability test on PLS is 
used to measure the value of the reliability of indicators. It can be interpreted that it has reached the requirements 
to be a variable that has composite reliability greater than 0.7 and a Cronbach alpha value is suggested above 
0.6. In this study has the values of composite reliability and Cronbach alpha.

Table 2. Reliability Test Results
Variable Composite Reliability Cronbach Alpha Result

IOS 1.000 1.000 Reliable
KD 0.898 0.775 Reliable
KK 0.794 0.706 Reliable
ULP 0.859 0.673 Reliable

Based on Table 2, the composite reliability value on the IOS variable, Dividend Policy, Financial Performance 
and Company Size is greater than 0.7 and the Cronbach alpha value of each variable above is 0.6. Then the 
data above can be declared reliable. Changes in the R-Square value can be used to see the effect of exogenous 
variables on endogenous variables whether they have a substantive effect in this study. The R-Square value 
has limits in its three classifications, namely: 0.75 (strong), 0.50 (moderate) and 0.25 (weak). The following 
are the R-Square values in this study.

Table 3. R-Square results
R-Square R-Square Adjusted

KD 0.476 0.460
KK 0.307 0.293

Table 3 shows the value of R-Square dividend policy (KD) variable is 0.476 which means that the company 
size and IOS variables are able to explain the dividend policy of 47.6% and the remaining 52.4% is outer 
in this study. While the R-Square value of the financial performance variable is 0.307 which means that the 
company size and IOS variables are able to explain the financial performance of 30.7% and the remaining 
69.3% is not explained in this study. The results of testing the hypothesis in this study can be seen in Figure 
2 and Table 3 below where the acceptance of the hypothesis is based on the t statistic and the p value. If the t 
statistic value in the figure or table shows a value greater than 1.96 and the p value is less than 0.05 then the 
hypothesis can be accepted.

ROA ROE

IOS

ASET DPR

DPS

Investment  of 
Opportunity Set

Company Size Dividend Policy

Financial 
Performance

SALES

0.000

9.573
9.862

23.592
34.632

37.219   6.595

3.975

2.959
0.091

0.147
6.975

Figure 2. Measurement Model of PLS Results
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We can see that the path coefficient in Table 4 means that based on the t-statistic on the relationship between 
investment opportunity set variables and company performance from the financial side of 0.147 (<1.96) and 
P-Values of 0.000 (≤0.05) it can be interpreted that the first hypothesis is accepted. 

Furthermore, the t-statistic value from relationship between the investment opportunity set variable and 
dividend policy is 0.147 (<1.96) and the P-Values is 0.883 (>0.05) while the results of the initial sample 
estimation study are positive, i.e. -0.010 which indicates that the investment opportunities have no effect on 
dividend policy, so second hypothesis in this study is rejected.

 Financial performance as evidenced by the t-statistic of 2.959 (> 1.96) and P-Values of 0.003 (<0.05) 
while the original sample results estimate value is positive, namely 0.377 which indicates that the direction 
of the relationship between firm size and financial performance is positive, thus the t-statistic result of 2.959 
(> 1.96) indicates that the H3 hypothesis is accepted. 

The results show that the company size variable has no significant effect on dividend policy, as evidenced 
by the t-statistic of 0.091 (<1.96) and the P-Values of 0.927 (>0.05) while the results of the original sample 
estimate value are positive, namely 0.011, thus the t-statistic result of 0.091 (<1.96) indicates that the fourth 
hypothesis is rejected. 

In this study has results thats the financial performance variable can be able be mediator of the effect from 
investment opportunity set on policy of dividend in property entity companies, as evidenced by the t-statistic 
of 3.698 (> 1.96) and the P-Values of 0.000 (<0 .05) while the result of the original sample estimate value 
is positive, which is equal to 0.187 which indicates that the direction of the relationship is positive, thus the 
t-statistic result of 3.698 (> 1.96) indicates that the fifth hypothesis is accepted. 

The results show that the financial performance variable is able to mediate the effect of company size on 
dividend policy in property, real estate, and building construction sub-sector companies, as evidenced by the 
t-statistic of 2.497 (> 1.96) and the P-Values of 0.013 (<0, 05) while the result of the original sample estimate 
value is positive, which is equal to 0.259 which indicates that the direction of the relationship is positive, thus 
the t-statistic result of 4.605 (> 1.96) indicates that the sixth hypothesis is accepted. 

DISCUSSION

The results confirm acceptance of the first hypothesis, these findings suggest that the set of investment 
opportunities examined in this study positively influences the financial performance of the company. A 
higher investment opportunity set corresponds to increased investment potential for the company, leading to 
improved financial performance. This result has same result with Langhe et al. (2011), Parmigiani et al. (2011), 
Kulsulmawati and Safiq (2019) research that investment opportunities in the companies has a significant 
positive impact on the company's financial performance. 

From the statistic result the second hypothesis is rejected, these finding a company's dividend policy is largely 
influenced by the decisions of the General Meeting of Shareholders (GMS), so that the level of a company's 
investment opportunities does not have a significant effect on a company's dividend policy. If a company has 
quite high profits but is not accompanied by high dividend distribution, this is because the company is holding 
back their profits for other purposes, such as business expansion or paying debts. Therefore, the high or low 
investment opportunities of a company do not have a significant effect on a company's dividend policy. The 
results of this research are different from the results of research from Lewis et al. (2020) which stated that the 
investment opportunity set has effect on the dividend policy.

Then, for the third hypothesis is accepted, that’s mean the size of a company, in this case the total assets 
play an important role in being assessed by interested parties to reflect the company in the future. The bigger 
or taller the size of a company, the bigger or higher the influence on interested parties. Increasing the size of 
the company is believed to increase the company's performance from a financial perspective, in this case, the 

Table 4. Hypothesis Testing Results
Original

Sample (O)
Sample

Mean (M)
Std. Deviation 

(STDEV)
T Statistics (|O/

STDEV|)
P Values

IOS → KD -0.010 -0.008 0.068 0.147 0.883
IOS → KK 0.272 0.270 0.068 3.975 0.000
UP → KD 0.011 0.013 0.124 0.091 0.927
UP → KK 0.377 0.373 0.127 2.959 0.003
IOS → KK → KD 0.187 0.185 0.051 3.698 0.000
UP → KK → KD 0.259 0.260 0.104 2.497 0.013
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company's profit. The results of this study are in line with research according to Azzahra and Wibowo (2019) 
has same result of research that the size of a company has a significant and positive influence on company 
performance in terms of finance. 

Then, for the fourth hypothesis is rejected, this is caused by the condition of the economic climate that is 
not yet very stable, so that companies in carrying out their business are not effective in managing funds and 
make the profits generated not optimal. Not significant which is the result of this study is also supported by 
companies that pay dividends with large ratios but have assets that tend to be small (empirical facts). So, from 
this fact that the size of a company does not influence the amount of dividends that the company distributes. 
This result is in line with Wiweko et al. (2019) research which found that the size of a company has no effect 
on dividend policy.

Then, for the fifth hypothesis is accepted, it can be concluded that financial performance variables are able 
to mediate the effect of investment opportunity set on dividend policy in property, real estate and building 
construction sub-sector companies. This is due to the presence of high investment opportunities, the dividend 
policy level of a company is also higher because the company has a high level of financial performance, so 
that the financial performance of a company is able to mediate between the investment opportunity set and 
dividend policy.

The last hypothesis has accepted result, it can be concluded that financial performance variables are able 
to mediate the effect of company size on dividend policy in property, real estate and building construction 
sub-sector companies. This explains that the higher the size of the company, the better the dividend policy in 
the future, this is because the company has good financial performance, so that seen from the test results it can 
be said that company size and dividend policy can be mediated by financial performance.

CONCLUSIONS

Based on the results of the analysis and discussion regarding the role of investment opportunity sets and 
company size in influencing financial performance and dividend distribution which is the policy of companies 
on the Indonesia Stock Exchange studies on the property, real estate and building construction sub-sectors, the 
following conclusions can be drawn. withdrawn: 1) Investment opportunities in the companies in this study 
have a significant positive impact or influence on the company's financial performance. This means that the 
majority of companies have taken advantage of investment opportunities to gain profits so that their financial 
performance has also increased. 2) The investment opportunity set has no effect on the dividend policy. That is, 
the high or low investment opportunity of a company does not guarantee or does not affect the dividend policy of 
the company. 3) The size of the company in this study, which is proxied by total assets, has a significant positive 
impact or influence on the financial performance of the company. This has the meaning that the higher the size of 
the company in this case the total assets owned means the higher or better the management of investment funds 
in the company. 4) Firm size has no effect on dividend policy. That is, the size of a company is not a benchmark 
for companies in making dividend policy, this is because the majority of dividend decisions are made at the 
General Meeting of Shareholders (GMS). 5) Financial performance is able to mediate the effect of investment 
opportunity sets on dividend policy in property, real estate and building construction sub-sector companies. 
This means that the investment opportunity of a company is able to influence its dividend policy through its 
financial performance, so that the performance seen from the financial side of the company is interpreted as 
being able to mediate between the set of investment opportunities in the company and its dividend policy. 6) 
The last conclusion can be drawn that the performance of a company in this study is from the financial side is 
interpreted as being able to mediate for the influence of company size on the dividend policy. The companies 
in this study are companies in the property, real estate and building construction sub-sectors. This means that 
company size is able to influence the dividend policy of an entity through its financial performance and it can 
be concluded that the financial performance of the company in this study is interpreted as mediating between 
the investment opportunity set and the company's dividend policy.

Looking at the research results which prove that the investment opportunity set (IOS) and financial 
performance of a company have an influence on dividend policy and the success of financial performance being 
a moderator in the influence of the investment opportunity set (IOS) and financial performance of a company 
on dividend policy, the theoretical implications that I can give convey is that this will certainly be a reference 
for future researchers in examining the influence of investment opportunity set (IOS), financial performance 
on company dividend policy. The practical implication for investors is to consider variables that are proven to 
influence dividend policy in investing in order to gain profits from dividends and for companies to consider 
variables that have this influence in attracting potential investors to invest because of course the dividends are 
tempting. become the attraction of the company itself.
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The limitation of this research is that the adjusted R square value is less than 0.5, which indicates that 
there are still other independent variables that influence the dependent variable, namely dividend policy and 
financial performance, so from these limitations the researcher suggests adding other independent variables to 
prove that there are variables, which influences dividend policy and this is certainly useful for practical parties 
such as investors considering investing and also companies in attracting investors to invest in their companies.
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