
 



 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 



 

  

 



TSBEC
Transdisciplinary Symposium on Business, Economics, and Communication
Volume 2023

Conference Paper

Dividend Policy: Analyzed from Stock Prices
and Firm Size in Indonesia's Manufacturing
Sector
WufronWufron, Nizar AlamHamdani, Neng Silva Siti Parwati, Wulan Sri Utami

Universitas Garut, Garut, Indonesia

ORCID
Wufron Wufron: https://orcid.org/0000-0002-8287-3280

Abstract.
The purpose of this study was to examine the effect of stock prices and firm size
on dividend policy in manufacturing companies in Indonesia. In this quantitative
researchinferential statistical analysis was used to test hypotheses. Based on certain
criterias, purposive sampling technique was used. The data were taken from the
company’s financial statements from 2018 to 2021. The data were analyzed using
multiple regression analysis in order to test the research model and the influence
between variables. The results showed that the stock price and firm size on dividend
policy is a fit research model. Stock prices had a positive effect on dividend policy,
whereas firm size had a negative effect on dividend policy. Stock prices had a
significant effect on dividend policy,while firm size had a significant effect on dividend
policy. The findings in this study showed that the assets of manufacturing companies
in Indonesia during 2018 to 2021 experienced fluctuations, this will directly affect the
welfare of investors. The importance of this research is to jointly maintain the existence
of all manufacturing companies in Indonesia because companies engaged in the
manufacturing sector are very influential in the economic sector.
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1. Introduction

Key elements of a capital market include the company’s capital requirements and
investors’ investment activity. Investors frequently use their money to buy stocks on the
stock market. Investors who purchase stocks do so in the hopes of receiving a return
in the form of a dividend or capital gain. An investor will learn more about a stock’s
prospects before buying it. Looking at stock price volatility statistics is one method for
analyzing the possibility for profit and loss. The more the impact that volatility has on the
instability of investor interest in investing funds, the greater the risk and uncertainty that
investors must deal with. Some investors prefer volatile stocks because the chances of
making capital gains are higher, but the downside is that the risk is also higher [1]. Due
to the emergence of competitors in the business world with a large number of, both
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domestic and foreign competitors, every company in Indonesia must be able to handle
and implement company management to be more professional. The success or failure
of a business depends to a large extent on the financial decisions of the company.
Matters that must be considered in financial management are investment, corporate
funding, asset management, and dividend policy. These things are certainly important
for the company, including the dividend policy.

The Company’s income will either be dispersed as dividends to shareholders or
maintained as retained earnings to fund future investments, according to the Dividend
Procedure [2]. Dividends are payments made from a company’s profits to its share-
holders [2]. Dividends are crucial because they give current and prospective investors
a chance to evaluate the company’s performance and future possibilities. It becomes
more difficult for a corporation to finance future expansion when it pays dividends.
Therefore, it is necessary for the business to be able to determine the appropriate
ratio between the retention and dividend payment ratios. The percentage of profits
dispersed as dividends is known as the dividend payout ratio; the greater the dividend
payout ratio, the less money is left over for retained earnings that can be reinvested in
the business.

Dividends are distributed to shareholders in two ways: cash payments (cash div-
idends) and other forms (stock dividends). Companies that are profitable but offer
limited chances for investors typically distribute the majority of their wealth to their
shareholders. On the other hand, businesses that are still growing and unable to
make significant profits choose paying smaller dividends. Researching the stock price,
company size, and other characteristics can help analysts and investors considering
investing in securities on the capital market perform an initial analysis of the firm’s
financial statements. As a result, in this study, researchers will look into how stock price
and firm size affect dividend policy.

The stock price is the price of a share that trades on the stock exchange and is
influenced by supply and demand [3]. A high stock price implies that future dividends
will be extremely high, indicating that the stock price is related to the dividend payout
ratio. This point of view is shared by Septiani et al. [4], whose research shows that stock
prices have a partially positive effect on the DPR (Dividend Payout Ratio). This study’s
findings contradict those of Maghfiroh et al. [5], who discovered that stock prices have
no effect on dividend policy, as measured by the Dividend Payout Ratio.

The firm size of a company is determined by the total assets of the company. Firm size
can influence the number of dividends paid because the company’s turnover and profits
increase as it grows. If the company is able to generate a large enough profit, it will be
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able to pay more dividends. This viewpoint is consistent with the findings of Ariwinata
[6] research, which found that company size influences dividend policy. The findings of
this study contradict the findings of Purwanti [7], who discovered that company size has
no effect on the dividend policy, as measured by the Dividend Payout Ratio.

Manufacturing firms are classified into several sectors, including the basic and chem-
ical industries, various industrial sectors, and the consumer goods industry. However,
the researcher will not focus only on each sector, because this study will focus on
manufacturing companies listed in LQ45. Manufacturing companies are inconsistent in
distributing dividends and some do not even distribute them. Stock prices , total assets
(in thousands of rupiah) and DPR have increased and decreased or are commonly
referred to as fluctuating, even in 2015 several companies in Indonesia did not distribute
dividends to their shareholders. Among them are manufacturing companies listed in
LQ45 which are included in the object of this research that companies in distributing
dividends to their shareholders each year have different decisions.

According to Febrianti and Zulvia [8] research findings, company size has a negative
and significant impact on the dividends of manufacturing businesses listed on the
Indonesian stock exchange. According to Su’un [9] and Atiningsih and Izzaty [10], the size
of the company has a significant and positive impact on the dividends of manufacturing
companies listed on the Indonesian stock exchange. According to Aini et al. [11], stock
prices have a significant and negative impact on the dividends of industrial companies
listed on the Indonesian stock exchange. In the meantime, Harahap [12] and Nguyen et
al. [13] asserts that stock prices have a favorable and considerable impact on dividends.
From some of these studies there are differences in research results as a research
gap, so researchers are interested in conducting research with the title Dividend Policy:
Analyzed from Stock Prices and Firm Size in Indonesia’s Manufacturing Sector.

2. Literature Review

2.1. Stock price

The stock price is the price of a share that appears on the stock exchange and is
influenced by the supply and demand law [3]. Because it is the price of a stock in the
ongoing market, the stock price is an easy-to-determine price on the real market; if the
market closes, the market price is the closing price [14]. Stock prices are prices that
occur on the stock exchange at a specific time and can rise or fall in a matter of minutes
or even seconds [15]. It can depend on the demand and supply of stock buyers with
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stock sellers. If a stock is oversubscribed, the price will tend to rise. On the other hand,
if the stock is oversupplied, the price will tend to fall. The stock price used in this study
is the closing price of the stock, because as we know that stock prices always go up
and down, to equate the stock prices used in this study with eight objects, the closing
stock prices are taken annually on these objects.

𝑆ℎ𝑎𝑟𝑒 𝑃 𝑟𝑖𝑐𝑒 = 𝐿𝑁 𝑐𝑙𝑜𝑠𝑖𝑛𝑔 𝑝𝑟𝑖𝑐𝑒 𝑜𝑓 𝑠ℎ𝑎𝑟𝑒𝑠(1)

2.2. Firm size

A company’s total assets determine its firm size. A company’s total assets indicate
its size. The more valuable the assets, the more valuable the invested capital [16].
Meanwhile, Riyanto [17] defines a company’s size as its equity, sales, or asset value.
According to these experts, a company’s size can be determined by total assets, equity
value, sales value, or asset value. The size of the company is determined in this study
by the total assets or assets owned by a company, because larger companies will have
a greater ability to obtain sources of funds that can be used to finance investments in
order to obtain profits.

𝐹 𝑖𝑟𝑚 𝑠𝑖𝑧𝑒 = 𝐿𝑁 𝑡𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡𝑠(2)

2.3. Dividend policy

The magnitude of the profit distribution ratio to shareholders in the form of cash
dividends, stock dividends, stock splits, and stock recalls of outstanding shares is
determined by a dividend policy, which is a financial management policy [18]. The choice
of whether to pay a company’s profits as dividends to shareholders or to keep them as
retained earnings in order to finance future investments is known as the dividend policy
[19]. The Dividend Policy, in their opinion, determines whether the company’s gains are
paid out as dividends to shareholders or are held as retained earnings for corporate
use.

(𝐷𝑃𝑅) = 𝑇 𝑜𝑡𝑎𝑙 𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑 𝐷𝑖𝑣𝑖𝑑𝑒𝑑
𝐸𝐴𝑇 (3)

3. Research Methods

The investigation employed the associative approach. The associative approach is
employed to establish the association between two independent variables and one
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dependent variable. ”One of the research methods that asks about the relationship
between two or more variables is the associative method” [20]. A causal relationship is
referred to in the associative research method. Finding the link between the indepen-
dent and dependent variables is the aim of causal connection analysis. The data were
analyzed using multiple linear regression. The target of the study is the population as
a whole. 161 manufacturing businesses registered on the Indonesia Stock Exchange
between 2018 and 2021 made up the study’s sample (5 years). The sample meets
specific requirements and is a subset of the population. Seven businesses used the
purposive sampling method to collect samples based on predetermined criteria. The
criteria used are manufacturing companies listed on the IDX, consistently listed on
LQ45 from 2018 to 2021 and complete financial statements from 2018 to 2021. There
are 161 manufacturing businesses listed on the Indonesia Stock Exchange between
2018 and 2021 that fit these criteria, while consistently listed in LQ45 from 2018 to
2021 there are 8 companies, and the complete financial statements from 2018 to 2021
are 7 companies. Based on these criteria, the final sample used in this study were 7
companies, namely: PT Aneka Tambang Tbk, Astra International Tbk, Semen Indonesia
(Persero) Tbk, Gudang Garam Tbk, HM Sampoerna Tbk, Indofood Sukses Makmur
Tbk and Kalbe Farma Tbk. Data obtained through the Company’s Financial Statements
Literature Study and processed using the Eviews version 10 tool to be analyzed and
drawn conclusions.

4. Results and Discussion

This section describes the discussion of related research results Dividend Policy: Ana-
lyzed from Stock Prices and Firm Size in Indonesia’s Manufacturing Sector.

Table 1: Results of Multiple Regression Analysis.

Test H 0 Count stats � Sig

F H 01 7.83 0.00

T H 02 5.47 0.03 0.00

H 03 6.42 -0.02 0.00

Source: g Data Processing Results, Eviews 10

If the regression’s significance value of 0.000 is less than the significance level of
0.05, or if the independent factors jointly affect the dependent variable, the F test is
employed to assess these issues (table 1). This finding demonstrates that the dividend
payment ratio is positively and significantly influenced by both the firm’s size and stock
price, enabling the regression model to forecast the dependent variable. Stock price
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and firm size, the two independent variables in this study, can thereby forecast and
influence changes in the dividend payout ratio. According to Brigham and Houston [21],
the factors influencing dividend policy are based on alternative sources of capital, one
of which is the cost of selling new shares. If a company needs to fund an investment, it
can do so by reinvesting profits or issuing new common stock. Based on the constraints,
one of which is cash availability, where only cash availability can pay cash dividends,
cash shortages can limit dividend payments.

0.616448 is the determined coefficient of determination. This shows that 61.65% of
the dividend payment ratio is determined by the stock price and the size of the company.
The remaining 38.35% were influenced by the epsilon variable, which was other factors
not investigated in this study. Stock price and firm size both have a significant impact
on dividend policy. In LQ45 manufacturing businesses, stock price (stock price) has a
favorable impact on DPR. With rising share prices, dividend payments to shareholders
get bigger. On the other hand, the firm size has a bad indicator. This study suggests
that a company’s investment opportunities increase with size. The company’s need
to pay dividends would be reduced if current income were invested in opportunities
with a positive net present value (NPV). As a result, big businesses choose to hold
onto their profits instead of paying out dividends. The results of this study are in line
with prior studies on The Effect Of Stock Prices, Return On Assets, And Firm Size On
Dividend Payout Ratio: Evidence From Indonesian Financial Service Companies [4]. The
study’s findings demonstrate that, as indicated by the Dividend Payout Ratio, the factors
stock price, return on assets, and business size have a strong and significant impact
on dividend policy. This is because, with a probability value less than the significance
value, the calculated F value is statistically significant and is higher than the table F
value. The study’s coefficient of determination was 0.719834. This indicates that the
overall influence of all independent variables—stock price, return on assets, and firm
size—on the dividend payout ratio is 71.98%. The remaining 28.02% are caused by
other factors that were not looked at in his study. While assuming other variables in the
regression equation were constant, the t-test was utilized to determine the impact of
the independent variable on the dependent variable. By examining the likelihood, the
t-test was also utilized to check the accuracy of the regression coefficient and establish
if it was significant or not (sig value). The results of the processed statistical data above
show the impact of the independent variables on the dependent variable. The impact of
stock price on dividend payment ratio is the first hypothesis that this study tests, and it
is found to be positive and significant. The stock price coefficient is positive at 0.0300,
the t value is 5.465121 or greater than the t table is 2.0369, and the significance level
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is 0.0000 less than 0.05, according to the table above. This means that the stock price
has a significant and positive impact on the dividend payout ratio.

The second premise of the study is that dividend payout ratio is positively and
significantly influenced by firm size. According to the data in the table above, the firm size
coefficient is negative at -0.0243, the t-count value is larger than or equal to 6.418800,
the t table is 2.0369, and the significance level is 0.000 less than 0.05. This means
that the size of the company has a negative and significant impact on the dividend
payout ratio. The results of the partial test (t-test) show that the coefficient stock price
is positive at 0.0300. This indicates that the dividend payment ratio increases by 0.03
units for every dollar increase in stock price. The t-statistic probability value is 0.1549
and exceeds the 0.05 criterion of significance. As a result, the dividend payment ratio
of manufacturing companies listed in LQ45 is significantly and somewhat positively
impacted by stock price. Stock Price (stock price) has increased and decreased in
this study; technically, the stock price will fluctuate according to supply and demand.
According to Samsul [3], the stock price is the price that appears on the stock market,
where the price is influenced by the law of supply and demand for shares. Additionally,
shareholders’ or potential shareholders’ decisions to buy, sell, or hold their shares will
be influenced by the company’s policy on the payment of cash dividends. Stock prices
change as a result of investors’ decisions to buy, sell, or hold onto their shares. The
stock price influences the dividend payout ratio in a positive way, which means that
the stock price is directly proportional to the dividend payout ratio. This means that in
manufacturing companies, the higher the stock price, the higher the dividend payout
ratio.

The current stock price is determined by dividends to be received in the future. If
the stock price is high, the dividends paid in the future are likely to be high as well,
because these shares are of high quality. When a company wants its share price to rise
in the coming period, the manager will increase the dividend payout ratio to increase
investor incentives to purchase company stock. The small influence of stock prices
on dividend policy is due to the fact that even if the stock price rises, the dividend
distribution will not necessarily increase because the previous dividend was determined
based on the number of shares owned by investors. Furthermore, each company pays
dividends in accordance with company policy, so the amount and form of payment may
vary depending on the policy. There will always be a match between the number of
dividends paid to investors and the number of shares issued by corporations. When a
company wants to increase its share price in the next period, the manager will set a
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higher DPR to increase investors’ incentives to buy company shares, because the stock
price is one of the draws for investors.

The results of this study are in line with those of a study by Septiani et al. [4] titled
According to a study titled The Effect Of Stock Prices, Return On Assets, And Firm Size
On Dividend Payout Ratio: Evidence From Indonesian Financial Service Companies,
equities have a tangentially beneficial effect on the DPR. These findings confirm the
Signaling Theory’s claim that investors favor dividend income above capital gains in light
of the empirical evidence they have presented. Dividend payments to shareholders rise
in response to rising share prices, and vice versa.. This study is in line with research
conducted by Wonggo [22] regarding the Analysis of the Effect of Profitability, Leverage
and Stock Prices on Cash Dividend Policy (Study of LQ45 Companies on the Indonesia
Stock Exchange for the Period 2018 - 2021), showing that stock prices have a significant
effect and has a positive coefficient on the Dividend Payout Ratio (DPR) because the
significance level is smaller than the value of = 0.05, which is 0.037. This is because
one of the motivators for investors to invest is the stock price. This study contradicts
Maghfiroh et al. [5] on the Impact of Financial Performance, Stock Prices on Dividend
Policy. Entered in IDX High Dividend 20, demonstrating that the effect of stock prices
on dividend policy, as proxied by the dividend payout ratio, is insignificant. On the
contrary, they believe that dividend policy can have an impact on stock prices because
dividend distribution policies influence investors or potential investors to sell, buy, or
hold shares. When the distribution of high dividends signals to shareholders that the
company is performing well enough to attract investors. When investors are interested
in purchasing the company’s stock, the share price rises.

The firm size coefficient is -0.0243, according to the findings of the partial test (t-test).
Accordingly, for every increase in firm size, the dividend payment ratio will drop by
0.0243 units. When the value is less than 0.05, the probability value for the t-statistic
is 0.000. It follows that firm size in LQ45 manufacturing enterprises has a considerable
and partially negative impact on the dividend payment ratio. The entire assets of the
company are used to calculate the firm size (company size) in this study [16]. Firm size has
increased and decreased in this study. This can be caused by fluctuations in current
assets, such as the company’s sales proceeds. In this case, if the sales exceed the
variable and fixed costs, the amount of income before tax is obtained. In contrast, if sales
are less than variable and fixed costs, the company will lose money [21]. Firm size has a
detrimental effect on the dividend payout ratio, which means that the two variables are
inversely related. This implies that the dividend payment ratio decreases as the size of
the company increases, because larger companies may have more responsibilities and
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require more financing, causing them to increase retained earnings while decreasing
dividend distribution.

The small influence of company size on dividend policy; an increase in firm size does
not always result in a decrease in dividend payout ratio in the future. This is due to
the fact that the dividend payout ratio cannot be determined solely by looking at the
company’s size and cannot predict changes in the Dividend Payout Ratio. According
to the findings of this study, companies with larger and higher profits prefer to keep
their earnings to fund investments as growth opportunities rather than distribute them
as dividends. This is in line with the principle of the pecking order. When looking
for corporate finances, packing order theory shows that businesses prefer to finance
investments with internal funds and implement them as growth opportunities. The
results of this study are in agreement with a study by Septiani et al. [4] titled ”The
Effect Of Stock Prices, Return On Assets, And Firm Size On Dividend Payout Ratio:
Evidence From Indonesian Financial Service Companies,” which discovered that the
company has a negative impact on the dividend payout ratio. This study suggests
that a company’s investment opportunities increase with size. Given the abundance
of investment alternatives, it would be preferable to use current income to invest in
projects that have a positive net present value (NPV), hence lowering the company’s
need to pay dividends. This justification is supported by the residual dividend theory,
which contends that a corporation doesn’t set up a dividend policy until everything is
profitable. This study is also consistent with Gusni [23] concerning The Determinants
Of Dividend Policy: A Study Of The Financial Industry In Indonesia, which shows that
the dividend payout ratio has a minor impact on dividend policy. This is because the
size of the company does not always provide investors with certainty regarding the
company’s decision to distribute dividends. This study contradicts the findings of Jahfer
andMulafara [24], who found a significant positive relationship between a firm’s SPV and
its DY in bothmodels. DPR is insignificant but positively related to stock pricemovement.
Because, in his opinion, the greater the number of assets, the greater the opportunity
for the company to distribute dividends. This study also contradicts previous research
Wahyuliza and Fahyani [25], which found that company size has a positive effect on
dividend policy as measured by the dividend payout ratio. They explained that the
larger the company, the higher the dividend payout ratio; conversely, the smaller the
company, the lower the dividend payout ratio. This is because an established and large
company has easier access to the capital market, allowing it to create debt or generate
larger funds and maintain a higher dividend payout ratio.
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5. Conclusion

A research model that fits the stock price and firm size on dividend policy. Dividend
policy is influenced positively by stock prices. Dividend policy is influenced positively
by firm size. Dividend policy is heavily influenced by stock prices. The size of a company
has a significant impact on dividend policy. According to the findings of this study, the
assets of manufacturing companies in Indonesia experienced fluctuations from 2018
to 2021, which will have a direct impact on the welfare of investors. The importance
of this research is to jointly maintain the existence of all manufacturing companies in
Indonesia because companies engaged in the manufacturing sector are very influential
in the economic sector. For academics and further researchers, this research can be
a reference and reference that can be used to expand research in the same field
and add insight to its development. Further research can use other objects, not only
manufacturing companies listed in LQ45, but also industries from other sectors. Further
research can also use other proxies as a measure of dividend policy, such as proxies
based on residual policies, and others.
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