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CHAPTERI

INTRODUCTION

1.1 Background of the Study

In the present age of globalization, investors who wish to invest their Asset 

in company that have gone public in the Indonesian capital market are starting to 

target the capital markets of the capital markets. This trend is beginning to target 

the capital markets of Indonesia. Because the primary objective of investors when 

they put their money into the stock market is to obtain a profit or a rate of return on 

their investment, either in the form of capital gains (retained earnings) or dividends 

that will be distributed to investors by the company that issued the stock. In point 

of fact, investors anticipate the level of dividend returns to be substantial or, at the 

very least, generally steady in amounts substantial or, at the very least, reasonably 

stable for each and every year (Akbar & Fahmi, 2020).

The capital market serves as a platform for investors to engage in investment 

activity. Investors who allocate their funds anticipate receiving returns on their 

investment in the shape of dividends or capital gains. Capital gain refers to the 

financial gain realized from the difference between the purchase price and the 

selling price of shares. On the other hand, dividends are a portion of the net profit 

that is distributed to shareholders. The disbursement of dividends by a company is 

contingent upon the policies or regulations established by said company. 

1.1 Background of the Study

In the p p p p p p p p prereresesesesesesesesesesent a a a a a a agegegegegegegegegegege o o o of f f f f f glglglobobalalalalizizizatatatioioion,n, i i i invnvnvestototorsrsrs w w w w w w w w w w whohohohohohohohohoho wish h h h h h h h h h tototototototototo invest their Asset 

in companynynynynyny t t t t t t thahahahahahahahahahahat t t t hahaveveveve gone pupupupublblblicicicic in thththe e e Indododonenenesisisianananan capititititalalalal m m m marararararararararararkekekekeket are starting to 

target thehehe capital marketststs of the capital markets. T Thihihis s s trend is beginininninining to target 

the cacacacacacacapipipipipipipipipitatatatatall mamarkets of Indononesesesia. Because the prprprimimimary objective of invesestototors when 

theyeyeyeyeyeyeyeyeyeyey pututut t t t t theheheiririr m m m m m m m m m monononononononeyeyeyeyeyeyey i intnto the stststststststock marketetetetetetet i i i i i i i i is s s to obtain a prprprofofofofofofititit o o o o o or r r r r r a a a a rarararatetetete o o o of f f rererererererereretutututututututututurn on 

ththththththththththeieieir r r ininininvevestststmememememememememement, eieieieieieieieieieieieieithththththther in ththththe e e e e e e e e form of cacacacacacacacacacapipipipital gainininininininininins s s s s s s s s (retainenened d d d eaeaeaeaeaeaeaeaeaeaearninininininininininingsgsgs) ororororor d divivividididididididididididends 

ththththththththththatat w w wililililill l l l bebebebebebebe distribututututututututututedededed to inveveveveveveveveveveveveveststststststststststststorororororororororororors s s s s s s s s s s s s s bybybybybybyby thehehehehehehehehe compapapapapapapapapanynynynynynynynynyny thahat t t isisisisisisisisissued thehehehehehe stotototockckckck. InIn p p p p point 

ofofofofofofofofofofof facacact,t,t,t, i i i i invnvnvnvesesesesesesesesesestors antnticicicicicicicicicicicicipipipipipipipipipipatate e e e e e e e e e e e e thththththththe e e e e e e lelelelelelelevevevevevevevel l ofofof d d d d d d divivivivivivivivididenenenenenenenenenenend d d d d d d d d d returnrns s s s s s s s s to be subsbsbsbsbsbsbsbsbstatatantntntntiaiaial l l or, , atatatatatatatat the 

veveveveveveryryryryryryryryryryry l leaeaeaeaeaststst, , gegegenenenenenenenenenenerally steadydydydydydydydydy i i i i i i in n n n n n n n n n amamamamamamamamamamamououououououountntntntnts s substantiaiaiaiaiaial l l l l l l l ororororororororor, at the verery y y y y y y y y y y leleleasasasast,t,t, r r reaeaeasososososososososososonably 

stabablelele fofofofor r r eaeaeachchch a a andndndndndndndndndndnd everyryryryryryryryryryryry y y y y y y y y y y yeaeaeaeaeaeaeaeaeaeaear r r r r r r r r r r (A(A(A(A(A(A(A(A(A(A(A(Akbkbkbkbkbkbkbkbkbkbkbkbkbkbkbararararararar & & & & & & & F F F F F F F Fahahahahahmi, , 202020202020202020202020202020))))))..

ThThThThThThThThThThThe cacacacapipipipipipitatatatatatal l l l l l mamamamamamamarkrkrkrkrkrkrketetetetetet s s s s s s serererererererveveveveveveves s s s s s asasasasasasas a a a a a a a p p p p p p p plalalalalalalatftftftftftftforororororororm m m m m m fofofofofofor r r r ininininininvevevevevevestststststststororororororors s s s s s s totototototototo e e engage e e inininininininininin investment 

activity. InInInInInInInInInInInInvevevevevevestststststorororororors s s s whwhwhwhwhwhwhwho o o o o o alalalalalalallolololololocatetetete t t t t t t theheheheheheheiririririririr f f f f f fununununununununundsdsdsdsdsdsds a a a a a antntntntntntnticicicicicicicicipipipipipipipatatatatatatate e e e e e receivininininining g g g g g g g g g returns on their 

investment in the shshshshshshshshshshapapapapapapapapapapape e e ofofofofofofof d d d d d d divivivivididididenendsdsdsdsdsds o o o o o o or r r r r r r cacacacacacacapipipipipipipitatatatatatatal l l l l l l gagagaininins.s.s. C C C C C C C C C C Capapapapital gain refers to the 

financial gain realized from the difference between the purchase price and the 

selling price of shares. On the other hand, dividends are a portion of the net profit 
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Diverse policies are implemented by companies due to the absence of 

regulations mandating the payment of a specific dividend amount. The 

determination of whether the corporation will allocate dividends and the specific 

dividend amount is established (Widyasti & Putri, 2021). 

The decision to focus on researching the manufacturing industry is driven 

by its critical role in Indonesia's economy. These industries are crucial for economic 

growth, employment, and technological advancement. In Indonesia, manufacturing 

faces unique challenges such as infrastructure disparities, bureaucratic 

complexities, and economic policy fluctuations, yet it continues to progress through 

investments in technology and innovation. Understanding these dynamics provides 

insights into how manufacturing companies manage financial strategies, including 

dividend policy. This research not only enhances understanding of financial 

management in manufacturing but also sheds light on broader economic impacts 

and sustainability efforts within Indonesia.

The novelty of this research is accessible while examining dividend policies

at manufacturing companies listed on the Indonesia Stock Exchange for the year 

2019-2021. By concentrating on the manufacturing sector, it conducts a thorough 

exploration into the development and implementation of dividend policies within 

this industry, which encounters specific operational intricacies and financial 

variables. Through a focused analysis of these sector-specific factors, the research 

seeks to reveal detailed insights into how dividend policies are crafted and managed 

to suit the distinct conditions faced by manufacturing companies operating in 

Indonesia. This research incorporates profitability, liquidity, leverage, and firm size 

dividend amount is established (Widyasti & Putri, 2021). 

The decision to focus on researching the manufacturing industry is driven 

by its critical rolololololololole inininininininininin I I I I I I I Indndndndndndndndndndndonononesia's e e ecocococonononomymymy. ThThThThesesesese e e e indududuststststststststriririririririririririeseseseseseseseseses arererererererererere crurururucial for economic 

growth, ememplplplplplplplplplployoyoyoymememementnt, , ananand tetetechchchchnononololologigigigigigigigigigigicacacacacacal l l adadadadadadadvavavancncncemememenenenent.t. In InInInIndodonenenenesisisisisisisisisisisia,a,a,a,a,a,a,a, manufacturing 

faces unununique challengegeges such as infrastructuturerere disparities, bububureaucratic 

compmpmpmpmpmpmpmpmpmpmplelelexixixixixititititieseseses, anananand d econonomomicic p p p p p p p p p pololicy fluctuations, , , yeyeyet it continues to progressssss through 

invevevevevevevevevevestststmememementntntnts inininininininininin t t t t t t t t t tececececececececececececechnhnhnhnhnhnololology and d d d d d innovationonononononononon. . UnUnUnUnUnUnUnderstanding g thththththesesesesesese e e e e e e dydydydydydydydydydydynanananamimimimicscs p p prorororororororovides 

inininininininininsisisighghghghtstststs i intntnto o o o o o o o o o o how w w w w w mamamamamamamamanufactctururururururururururing compananananananananananies mananananananananananagegegegegegege finanancicicicicicicicialalalalalalalalalalal stratatatatatatatatategegegieieieies,s,s, incnclulululululululululuding 

didididididididididivivividedededededendndndnd p p polololololololicy. T T T T T T T Thihihihihihihihihihis s researararararararchchchchchchchchchch n n n n n n n n n n n n n nototototototototototototototot only y y y y y y y enhahahahahahahahahahancncnces u undndnderstandidingngng o of f fifinananancial 

mamamamamamamamamamamananananagegegegegemememementntntntntntntntntnt in manunununununufafafafafafafafafafactctctururururururururururururururinininininining g g g g g g bububububububut t alalsososososososo s s s s s shehedsds l l l l l l l l ligigigigigigigigigight on n n n n n n n n n n brbrbrbrbrbrbrbrbrbroader ecececececececececonononomomomomic impmpmpmpmpmpmpmpmpmpmpacts 

anand d d d d d d d d d d sususususuststststaiaiaiainanananabibibibibibibibibibibilililililililility efforts witithihihihihihihihihihin n n n n n n n n InInInInInInInInIndododododododododododododonenesia.

ThThThThe e e e nononoveveveltltltltltltltltltltlty y y y y y y y y y y of ththththththththththththththisisisisisisisisisisisis    rererererererererereresesesesesesesesesesearararararararchchchchchchchch isisisisisisis a a a a a a accccccccccccccesesesesesesesessisiblee whwhwhwhwhwhwhilililililililileeeeeee exexexexexexamamamamamamaminininininininining g g g dididididivivivivivividededendndndndndndndndndnd policies

at manunununufafafafafafafafafafactctctururururinininininining g g g g g g cococococococompmpmpmpmpmpmpananananananiiiiiieseseseseseses l l l l l l lisisisisisisisteteteteteteted d d d d d onononononononon t t t t t t thehehehehehe I I I I I Indndndndndndononononononesesesesesesesiaiaiaiaiaia S S S S S S Stototototototockckckckckckck E E E E E E Exchangngngngngngngngngeeeeeeeeee for the year 

2019-2020202020202121212121212121212121212121. . . . ByByByByByByBy c c c c c conononononononcececececececentntntntntntntrararararararatitingngngngng o o o on n n n n n thththththththe e e e e e mamamamamamamamanununununununununufafafafafafafactctctctctctcturururururururinininininining g g g g g g sesesesesesesectctor, it c c c conononononononononduducts a thorough 

exploration into the d d d d d d d d d devevevevevevevevevevevelelelelelelelelelelelelopopopopopopopmement and i impmplelelelelelelememememememementntntntntntntatatatioioioioioioioioion n n n n n n n n n ofofofofofofofofofofof dividend policies within 

this industry, which encounters specific operational intricacies and financial 

variables. Through a focused analysis of these sector-specific factors, the research 
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as variables in its comprehensive examination of dividend policy determinants. 

These factors are essential in financial management practices and have well-

established effects on dividend allocations in various contexts. By studying these 

variables together in Indonesian manufacturing companies, the study seeks to 

uncover detailed insights into how companies make decisions about dividends. 

Moreover, the emphasis on the listed companies ensures a focused analysis of 

dividend dynamics within Indonesia's distinctive economic and regulatory 

framework, providing valuable insights and practical guidance for financial 

decision-making in the manufacturing sector.

One of the criteria that is most often connected with dividend distribution is 

a company's profitability. This is obvious due to the fact that dividends are 

essentially a transfer of corporate earnings or shareholder profits to the corporation. 

For the purpose of this research, the return on Asset and return on equity will 

analyzed as the indicator for the profitability variable. If a company has a high 

ROA, it will be able to earn a bigger profit from the management of its Asset. As a 

result, the company will have a better capacity to distribute profits to shareholders 

in the form of cash dividends, which will result in a rise in the dividend payout ratio 

(Tjhoa, 2020).

On the other hand, return on equity will also be analyzed in this research. 

When a company’s profitability is high, the dividends that will be given to 

shareholders are also high. This helps to explain why, if the level of ROE in the 

company is strong, it will offer a favorable signal connected to the success of the 

company for shareholders when they are making investment choices (Tjhoa, 2020).

variables together in Indonesian manufacturing companies, the study seeks to 

uncover detailed insights into how companies make decisions about dividends. 

Moreover, the e e ememememememememememphphphphphphphphphasasasasasasasasasasasisisisisisisisisisisis on ththe e e lilililistededed comomomompapapapaninininies e ensnsnsururururururururururureseseseseseseseses a a a a a a a a a a f f fococococused analysis of 

dividend d d d d d d d d dynynynynynynynynynynamamamamics wiwiwithinininin Indndndononononesesesesesesesesiaiaiaia's's's's d d disisistitititincnctititiveveveve ecocococononomimimimimimimimimic c c c c c c c c and regulatory 

framewewororork, providing v v valalaluable insights and practctcticicical guidance fofofor financial 

decisisisionon--mamamamamakikikikingngngng in ththe mamanunununununununununufafafafafafafafacturing sector.

OnOnOnOnOnOne e ofofofofofofofofofofofof t t t t t t t t t thehehehehehehehehehehehehehehehe c cririririteteria that i i i is most oftenenenenenenenenenenen connected witith h h didivivivivivivividedededededededededededendndndndnd d d d d d disisisisisistrtrtrtrtrtribibibututututututututututution is 

a a a a a a a a a cocococococompmpmpmpmpmpanananananany'y'y'y'y'y'y'y's s s s s s s s s profofofofofofofofofofofititititabability. T T T T T T T T This is obvbvbvbvbvbvbvbvbvbvbvious dueueueueueueueueueue to the e fafafafafafafafafactctctctctctctctctctct thahahahahahahahahat t t t didididididivivivivivividedendndndndndndndndndndnds are 

esesesesesesessesesesentntntntntntiaiaiaiaiaialllllly y y a a a a a transfererererererererererer o o of corpororororororatatatatatatate e eaeaeaeaeaeaeaeaeaeaeaeaeaearnrnrnrnrnrnrnrnrnrnrnrnrnings or sharararararararararararareheheheheheheheheheholdeder r r r r r r r r r r prprprprprprprprprofits to t t thehehe c c c c corororpopoporararararararation. 

FoFoFor ththe e pupurpopopopopopopopopopopose of ththththththththththisisisisisisisisisisisis reseseseseseseseseseseseseseseseaeaeaeaeaearcrcrcrcrcrcrch,h,h,h,h,h,h, t thehe r r r r r r reteteteteteteturn onononononononononon Assssetetetetetetetetetetetet and return n n n n n n n n n onononononon e equququititity y y y y y y y y will rr

analalalalalalalalalalalalalalyzyzyzyzyzyzedededededed a a a a a as s s ththththththththththththththe indicator fofofofofofofor r r r r r r r ththththththththththththe e e e e e e e e prprprprprprprprprprprprprprofofitability vavavavavavavavavaririririririririririababababababababable. If a comomomomomomomomomomomompapapapapapanynynynynyny h h hasasas a a a a high 

ROA,A,A,A,A,A,A,A,A,A,A, i i it t t wiwiwiwiwiwillllllllllll b b b be e abababababababababababababablelelelelelelelele to o eaeaeaeaeaeaeaeaeaeaeaeaearnrnrnrnrnrnrnrnrnrnrnrnrn a a a a a a a a b b b b b b b b b b b b b b b bigigigigigigiggegegegegegegegeger r r r r r r prprprprprprprofofofofofofofititititititit f from m thththththththe e e e e e mamamamamamamanananananananagegegegegegegememememememementntntntntnt o o o o o of f f f f f itititititits s s AsAsAsAsAsAsAsAsAsAsAsAsAsset. As a 

result, ththththththththththe e e e e e e e e e e cocococococompmpmpmpmpmpmpananananananany y y y y y y wwwwwwwwilililililililill l l l l l hahahahahahahahaveveveveveveveve a a a a a a a a b b b b b b b betetetetetetetteteteteteteter r r r r r r r cacacacacacacacapapapapapapapacicicicicicicitytytytytytyty t t t t to o o o o o o didididididiststststststririririririribubububububububutetetetetetete p p p p p p prororofifitsts t t to o o o o o o shshshshshshshshshshareholders 

in the fororororororororororororororm m m m m m m m m m m m m m m m ofofofofofofof c c c c c casasasasasasash h h h h h h dididididididivivivivivivividedededededededendndnds,s,s,s,s,s,s, w w w w w w whihihihihihihihichchchchchchchch w w w w w w w wililililililill l l l l l l l rerererererereresusususususususultltltltltltltlt i i i i i i i in n n n n n a a a a a a a a ririririririririsesesesesesesese i i in the e e dididididididivivivivivivivivivivividedededend payout ratio 

(Tjhoa, 2020).

On the other hand, return on equity will also be analyzed in this research. 

When a company’s profitability is high, the dividends that will be given to 
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The capacity of a business to rapidly satisfy its short-term commitments is 

one of the most common definitions of liquidity. The evaluation of the company's 

liquidity is often the first and most important step in the dividend decision-making 

process. A strong liquidity position will provide a positive message to the firm, its 

investors, its creditors, and its owners about the company's financial success. The 

conclusion is that there will be an increase in the value placed on the policy of 

dispersed dividends (Opu & Indriakati, 2022).

Moreover, the utilization of leverage offers an overall picture of the 

organization's capacity to meet its commitments. In addition to this, the corporation 

places a high priority on debt repayment because of the high leverage value. As a 

result, the quantity of cash that is utilized for debt repayment has been reduced. 

payment of debt, resulting in a reduction in the amount of cash available to be 

utilized for dividend payments; the firm does not have sufficient money for 

investment. To put it another way, the company's exposure to risk will increase 

proportionately with the value of its leverage (Nainggolan & Wahyudi, 2023).

Lastly, the size of the company is another factor that goes into determining 

its dividend policy. This is due to the fact that big companies often have relatively 

simple access to the capital market. Because of this, it has recently become much 

simpler for businesses to get sufficient funding on their own. These funds are 

available for use in the distribution of dividends to the company's shareholders. 

Therefore, the level of dividend payments can be expected to increase in proportion 

to the size of the company (Wahyuni, 2021). Further, if the company can obtain 

good stability and profitability, it will give a good sign for investors, this is because 

process. A strong liquidity position will provide a positive message to the firm, its 

investors, its creditors, and its owners about the company's financial success. The 

conclusion is ththththththththatatatatatatatat thehehehehehehehehehererererererererererererere w w wililill l l bebebebebebe a a a a a an n n n n n inininininincrcrcrcrcrcreaeaeaeaeaeasesesesesese i i i i i in n n n n n ththththe vavavalulululululululululululue e e e e e e e e plplplplplacacacacacacacacedededededed on the policy of 

dispersed dididivivividededends (O(O(O(Opupupu & & & & & & I I I I I Indndndriririakakakakatatatatatatati,i,i,i,i,i,i, 2 2 2 2020202020202022)2)2)2)2)2)2)2)2)2)2).

MoMoMoreover, the utututilililization of leverage offersrsrs an overall pipipictctcture of the 

orgagagagagagagagagaganinininininininininizazazazatititititionononon's's's's c c c capapapapacitity toto meeeeeeeeeeeeeeeeeeeet its commitmentnts.s.s.s.s.s.s.s. I I I In n addidititiononon to o ththththisisisis, the cococococococorprprprprprprprprprporation 

placacacacacacacacacaceseses a a a h h h h higigh h h prprprprprprprprprprprprprioioioioioioioioioriririririritytytytyty on debtbt r r r repaymentnt b b b b b b b b bececause of the hihihihighghghghghgh l l l l l l leveveveveveveveveveveveveveveeeraragegegege v valalalueueueueueueueueueue. As a 

rererererererereresususultltltlt, , , ththththe quququququququququququantititititititititytytytytytytytytytyty o of cashsh t t t t t t t that is utililililililizezezezezezezezezezed for dedededededededededebtbtbtbtbtbtbtbtbt repayaymemememememememememementntntntntnt hasasasasasasasasas beeeeeeeen redudududududududududuced. 

papapapapapapapapapapaymymymymenenenenenent t t t ofofofofofofofofof debt, r resesesesesesesesesulululting i i in n n n n n n a a a rerererererererererererereredududududududududududududududuction n n n n n n n n in thehehehehehehehehehe amomounununununununununununt t t t t t t of cash avavaiaiailalalalablblblble totototototo be 

ututututututututututilililizizizizededededed fororor dividend d d d d d d d papapapapapapapapapaymymymymymymymymymymymymymymenenenenenenentststststststs; ; ; ; ththe e fififififififirmrmrmrmrmrm d doeoeoeoeoeoeoeoeoeoeoes s s not hahahahahahahahahahave sufficicicicicicicicicicicienenent t t t moneneneneneneneneney y y for 

inveveveveveveveveveveststststmememememementntntnt. ToToToToToToToToToToTo put it anotheheheheheheheheheher r r r r r r r wawawawawawawawawawaway,y,y,y,y,y,y,y,y,y,y, t thehe companynynynynynynynynyny's's's's's's's's's's exposure tototototototo r r risk k k k wiwiwill i i incncncncncncncncncncrease 

propoporororororororororortititititionononononatatatelelely y wiwiwiwiwiwiwiwiwiwiwiththththththth thehehehehehehehehehehehehe v v v v v v v valalalalalalalalalalalueueueueueueueueueueueue o o o o of f f f f f f itititititititits s s s s leleleleleleleveveveveveveverarararararararagegege (N(N(N(N(Naiaiaiaiaiaingngngngngngngnggogogogogogogolalalalalalan n n n n n n & & & & & & & WaWaWaWaWahyhyhyhyududududududi, 2 2 2 2 2 2 2 2 2 20202020202020202023).

LaLaLaLaLaLaLaLaLaLastststlylylyly, ththththththththe e e e e e sisisisisisizezezezezezeze o o o o of f f f f f thththththththe e e e e e e cococococococompmpmpmpmpmpmpanananananananany y y y y y y y isisisisisis a a a a a anonononononoththththththerererererer f f f f f f facacacacacactototototototor r r r r r r thththththththatatatatatatatat g goes ininintotototototototototo d determining 

its dividedededededededededededededendndndndndndndndndndndnd p p p p p p polololololololicicicicicicy.y.y.y.y.y.y.y. T T T T T T Thihihihihihis s s s s s s isisisis dueueueueue t t t t t to o o o o o o thththththththe e e e e e e e fafafafafafafactctctctctctctctct t t t t t t thahahahahahahat t t t t t bibibibibibibig g g g g g g cococococococompmpmpmpmpmpanies ofofofofofofofofofofteteteteteteteteteten have relatively 

simple access to the c c c c c c c capapapapapapapapapapapititititititititititititalalalalalalal market. Becauauausesesese o o o o o o of f f f f f f thththththththisisis, , , , , , itititititititititit h h h h h h h h h hasas recently become much 

simpler for businesses to get sufficient funding on their own. These funds are 

available for use in the distribution of dividends to the company's shareholders. 
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if the firm size is more established and larger, it will have the ability to carry out 

automatic dividend payments (Sudiartana & Yudantara, 2020).

During the year 2019 to 2021, some of the followings are the data gathered 

from manufacturing companies listed on the Indonesia Stock Exchange including 

3 companies as the analysis which is BUDI (PT Budi Starch & Sweetener Tbk), 

GGRM (PT Gudang Garam Tbk), and KLBF (PT Kalbe Farma Tbk). The data are 

as follows:

Table 1.1 The Phenomenon of Profitability, Liquidity, Leverage, and Firm Size toward 

Dividend Policy

No Name of the Company Year ROA ROE CR DER SIZE DPR

1 PT Budi Starch & 2019 0.02 0.05 1.33 1.01 28.73 0.35 

Sweetener Tbk 2020 0.02 0.05 1.24 1.14 28.72 0.40 

2021 0.03 0.07 1.16 1.17 28.73 0.29 

2 PT Gudang Garam Tbk 2019 0.14 0.21 0.54 2.06 32.00 0.46 

2020 0.10 0.13 0.34 2.91 31.99 0.65 

2021 0.06 0.09 0.52 2.09 32.13 0.89 

3 PT Kalbe Farma Tbk 2019 0.13 0.15 0.21 4.35 30.64 0.49 

2020 0.12 0.15 0.23 4.12 30.75 0.45 

2021 0.13 0.15 0.21 4.45 30.88 0.42 

Source: Prepared by Writer (2023)

According to the data in Table 1.1 above, there are some conflicting 

phenomena between profitability which proxied by Return on Asset (ROA), Return 

on Equity (ROE), Liquidity (CR), Leverage (DER), Firm Size (SIZE), and 

Dividend Policy (DPR) on manufacturing companies listed on the Indonesian Stock 

Exchange for the years 2019 to 2021 that have met specific criteria.

According to the table above, the ROA of PT Budi Starch & Sweetener Tbk 

exhibited a significant rise during the period of 2020-2021, while concurrently 

observing a marked decline in the DPR value. The comparison of profitability and 

dividend policy reveals a contradictory pattern. An additional inconsistent trend is 

evident at PT Gudang Garam Tbk, where the return on Asset (ROA) underwent a 

from manufacturing companies listed on the Indonesia Stock Exchange including 

3 companies as the analysis which is BUDI (PT Budi Starch & Sweetener Tbk), 

GGRM (PT G Gududududududududanananananananananang g g g g g g g GaGaGaGaGaGaGaGaGaGaGarararam Tbk)k)k)k), , , ananand d d KLKLKLBFBFBFBF ( ( ( (PTPTPTPT K K Kalalalalalalbebebebebebebebebebebe F F F F F F F F Farmamamamamamamamamamama T Tbk). The data are 

as follows:

Table e 1.1.1.1 The Phenomenononon of Profitability, Liquidity, LeLeLeveveverage, and Firm S S Size toward 

Dividend Policy

No NaNaNaNamememe o o o of f f the CoCompmpanyyyyyy Year ROA ROROROEE CR DER SIZEZEZE DPR

1 PTPTPT B B Bududududi StStStarararararararararararchchchch & & 2019 0.02 0.05 1.33 1.01 28282828.7.73 3 3 3 3 3 3 3 3 3 3 0.35 

SwSwSwSweeeeeetenenenenenenenenener r r r r r r r r r TbTbTbTbTbTbTbkkkkkkk 2020 0.0.0.020202 0.05 1.24 1.1.14 2828.7.72 0.40 

2021 0.0.0.03 0.07 1.16 1.1.1.171717 2828.73 0.29 

2 PTPT Gududududududududududang GaGaGaGaGaGaGaGaGaGaGarararam m Tbk 2019 0.14 0.0.0.2121 0.54 2.060606 3232323232.0.0.0.00 0.46 

2020 0.0.0.10 0.0.0.131313 0.34343434 2.9191  3131.9.99 9 0.65 

20202020202020202020202020202121212121212121212121 0.0.0.06 0.0.0.090909 0.0.0.0.525252525252525252 2.09 3232.1.13 3 0.89 

3 PTPTPTPTPT K K Kalalalalalalalalalalbe Farmamamamamamamamama T T Tbkbk 2020191919 0.0.0.13 0.0.0.15 0.0.0.212121 4.35 3030303030.6.6.6.6.64 0.49 

202020202020202020 0.0.12 0.0.0.15 0.0.0.23 4.121212 3030.7.75 0.45 

202020202020202121212121 0.13 0.15 0.21 4.454545 30303030.8.8.8.8.88 8 8 8 0.42 

SoSourururce: : PrPrPrPrepeparededededededededededed by Writer (2023))))))

AcAcAcAccocococordrdrdininininininininining g g g g g g g g g to the datata a a a a a a a a a ininininininininininin T T T T T T T T T T T T Tababababababablelelelelelele 1.1 aboboveveveveveveveve, , , , , , ththththththththththerererere e e e e ararararararararare e e sososososomemememe c c conononononononononononflicting 

phenomomomomomomomomomomenenenenenenenenenena a a bebebebetwtwtweeeeeeeeeeeen n n n n n n prprprprprprprofofofofofofofitititititititababababababilililililililititititititity y y y y y y whwhwhwhwhwhwhwhicicicicicicich h h h h h h prprprprprprproxoxoxoxoxoxieieieieieied d d d d d bybybybybybyby     ReReReReReRetututututututurnrnrnrnrnrnrn o o o o o o on n n n n n n AsAsAsAsAsAsAsset (R(R(R(R(R(R(R(R(R(ROAOAOAOAOAOAOAOAOA), Return 

on Equititititity y y y y y y y y y y y (R(R(R(R(R(R(ROEOEOEOEOEOEOE),),),),),),),),), L L L L L L L Liqiqiqiqiqiqiquiuiuiuiuiuiuidididididididity ( ( ( ( (CRCRCRCRCRCRCRCR),),),),),),),), L L L L L L Leveveveveveveverererererereragagagagagagage e e e e e e (D(D(D(D(D(D(D(DERERERERERERER),),),),),),), Firm SiSiSiSiSiSiSiSiSiSiSizezeze (SIZE), and 

Dividend Policy (D(D(D(D(D(D(D(D(DPRPRPRPRPRPRPRPRPRPRPR) ) ) ) ) ) ) ) ) ) ) ) ononononononon m m m m m m mananananananufufufufufufufacacacactututututututuririririririringngngngngngng c c c c c c comomomomomomompapapapapapapanininininininies lisisisteteteteteteteteteted d d d d d d d d d d onononon the Indonesian Stock 

Exchange for the years 2019 to 20202021 1 1 thththatat h h have met specific criteria.

According to the table above, the ROA of PT Budi Starch & Sweetener Tbk 
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noteworthy decline in the period spanning 2019 to 2020. In the interim, there has 

been a notable increase in the debt-to-equity ratio (DPR) of PT Gudang Garam Tbk. 

The present inquiry employs the return on Asset (ROA) measurement to ascertain 

profitability. In the event that a company's profitability level is elevated, a larger 

percentage of the company's profits will be allocated towards disbursing dividends 

to its investors.

PT Budi Starch & Sweetener Tbk's Return on Equity increased significantly 

between 2020 and 2021, but the DPR value decreased significantly. A comparison 

of profitability and dividend policy indicates a diametrically opposed trend. 

Another inconsistency can be seen in PT Gudang Garam Tbk, where the return on 

equity (ROE) fell significantly between 2020 and 2021. In addition, PT Gudang 

Garam Tbk's dividend payout ratio (DPR) has increased significantly. ROE has a 

huge influence on a company's value. A high profitability rate indicates that the 

company's prospects are bright, and a good company shows a positive corporate 

growth rate. As a consequence, investors will have a positive view of the company's 

performance, and investors will be able to enhance the company's worth at the same 

time. This happens because the company that has succeeded in increasing profits 

might signal that the company has strong performance.

The liquidity of PT Kalbe Farma Tbk, as indicated by its current ratio, 

exhibited an upward trend while its debt-to-equity ratio declined during the period 

2020 to 2021. By way of comparison, there was a significant decrease in PT Gudang 

Garam Tbk's CR, while the DPR experienced an increase during the period from 

2020 to 2021. A company's liquidity and ability to pay its current liabilities are 

profitability. In the event that a company's profitability level is elevated, a larger 

percentage of the company's profits will be allocated towards disbursing dividends 

to its investorsrsrs.

PT B B B B B B B B Bududududududududududi i i i i i i StStarchchchch & Sweweetetenenenererererer T T T T T Tbkbkbkbk's's's's's's R R Reteteturururn onononon Eququitititity y y y ininincrcrcrcreaeaeaeaeaeaeaeaeased significantly 

between n n 20202020 and 2021, b b but the DPR value decreasededed significantly. A A A comparison 

of p p p p p p p p p prorororororororofififitatatatatabibibibilililililitytytyty a and divividenenenenenenenenenend d d d policy indicateeeeeeees s s a diametrically opposesesed trend. 

AnAnAnAnAnAnAnAnAnotototheheheher r r r inininincococonsnsnsnsnsnsnsnsisisisisisisisisisisisisisistetencncncy y can bebe s s s seen in PT T GuGuGuGuGuGuGuGuGudang Garamam T T T Tbkbkbkbkbkbk, , , , , , whwhwhwhwhwhwhwhwhwhwhwhwhere e e e thththe e rereretututututututututurn on 

eqeqeqeqeqeqeqeqeqequiuiuiuiuiuitytytyty ( ( ( (ROROROROROROE)E)E)E)E)E)E)E)E)E) felelelelelelelell l l l l l l l l l l sisisigngnificanananananananananantltly between n n n n n n n n n 2020 andndndndndndndndndnd 2021.1. I In n n n n n n n n n n adadadadadadadditititititititititiononon, PTPTPTPTPT G G Gudududududududududang 

GaGaGaGaGaGaGaGaGaGararararam m m m m TbTbTbTbk'k'k'k'k'k'k'k'k's dividedededededededededendndndndndndndndnd payououououououout t t t t t t rararatititititititititititio o o o o o o o o o o o o o o (D(D(D(D(D(D(D(D(D(D(D(D(D(DPRPRPRPRPRPR) ) ) ) ) ) ) ) has inininininininininincrcrcrcrcrcrcrcrcreasesed d d d d d d d d d d sisignificananananantltly. ROROE hahahas a 

huhuhuhuhuhuhuhuhuhuhugegegegegege i i i i infnfnfnfnflululuenenenenenenenenenence on a cocococococococococompmpmpmpmpmpmpmpmpanananananananananananananany'y'y'y'y'y'y's s s s s s s vavavavavavavalulue.e.e. A A A A A A A h higigh h h h h h prprprprprprprprprprofitabababababababababababilililililililililility rate indndndndndndndndndndndicicicicatates thahahahahahahahahahahat the 

cocompmpmpmpmpmpmpmpmpmpanananananany'y'y'y's s s s prprprosososososososospects are brigigigigigigigigigighththththththththththt, , , , , , , anananananananananananand d d d d d d d d a a good comomomomomomomompapapapapapapapapapanyny shows a a p p p p p p p p posososososititititivivivive cococococococococorprprprprprprprprprporate 

growowowowowowowowthththththththththth ratatatate.e.e.e. A A As a a a cocococococococococonseqeqeqeqeqeqeqeqeqeqeqeqequeueueueueueueueueueueueuencncncncncncncncncncnce,e,e,e,e,e,e,e,e,e, i i i i invnvnvnvnvnvnvesesesesesesesestototototototorsrsrsrsrsrsrs w w w w w w w wililill hahaveveveveveve a a a a a a p p p p p p p pososososososititititititivivivivivivive e e e e e e viviviviviviewewewew o o of f f f f f ththththe cocococococococococompany's 

performamamamamamamamamancncncncncncncncnce,e,e,e, a a andndndndndndndnd i i i i invnvnvnvnvnvnvesesesesesesestotototototorsrsrsrsrsrsrs w w w w w w wililililililill l l l l l l bebebebebebebe a a a a a ablblblblblblblble e e e e e e totototototo e e e e e enhnhnhnhnhnhanananananancecececececece t t t t t thehehehehehe c c c c c c comomomomomomompapapapapapapapanyny's worororororororthththththththththth at the same 

time. ThThThThThThThThThThThisisisisisisisisisisisisisis h h h h h hapapapapapapappepepepepepepensnsnsnsnsnsns b b b b b b becececececececauauauauauauause t t t thehehehehe c c c c c c comomomomomomomompapapapapapapapanynynynynynynynyny t t t t t t thahahahahahahat t t t t t hahahahahahahas s s s s s s sususususususucccccccccccceeded d inininininininininin i i i i i i i increasing profits 

might signal that the cocococococococococompmpmpmpmpmpmpmpmpmpmpananany y has strong p p pererererfofofofofofoformrmrmrmrmrmrmananancecececececececececece....

The liquidity of PT Kalbe Farma Tbk, as indicated by its current ratio, 

exhibited an upward trend while its debt-to-equity ratio declined during the period 
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positively correlated with its current ratio. Specifically, a higher current ratio 

indicates greater liquidity of the company's Asset. Nevertheless, a high current ratio 

could potentially signify underutilization of the company's Asset.

The DER of PT Kalbe Farma Tbk exhibited a decline during the period of 

2019-2020, accompanied by a decrease in their DPR for the same period. In 

contrast, PT Budi Starch & Sweetener Tbk's Debt-to-Equity Ratio (DER) and 

Dividend Payout Ratio (DPR) experienced an upward trend during the 2019-2020 

period. A lower DER (Debt-to-Equity Ratio) is considered more favourable in 

financial analysis. A low debt-to-equity ratio (DER) indicates that the 

organization's liabilities are less than its Asset, enabling it to settle all outstanding 

debts in the event of bankruptcy. In contrast, when the Debt-to-Equity Ratio (DER) 

is high, it indicates that the liabilities of the company exceed its net worth, leading 

to a significant external financial obligation. The increasing magnitude of 

obligations towards external parties indicates a significant dependence of the 

organization's financial resources on external sources. In the event of inadequate 

debt management, the financial well-being of the organization may be adversely 

affected.

Lastly, the firm size ratio of PT Gudang Garam Tbk exhibited a decline 

during the year 2019-2020, but also experience an upward trend for the DPR ratio. 

Meanwhile, another inconsistency can be seen in PT Kalbe Farma Tbk, where the 

firm size ratio increases along with the decrease of the DPR ratio during the year 

2019-2020. The size of a company is typically measured on a scale, with larger 

The DER of PT Kalbe Farma Tbk exhibited a decline during the period of 

2019-2020, accompanied by a decrease in their DPR for the same period. In 

contrast, PT B B B B B B B Budududududududududi i i i i i i i i StStStStStStStStStarararararararararararchchchchchchchchchch & SwSwSweeeeeeeetetetenenener TbTbTbTbk'k'k's s s s DeDebtbtbt-tototo---EqEqEquiuiuityty Ratio (DER) and 

Dividend P P P P P P P P Payayayayayayayayayayouououout t RaRatitititio o o (DPRPRPRPR) ) ) exexexpepepepepepepepepepepeririririririenenenenencececececed d d d d d ananan u u upwpwpwpwpwarararard trenenenend d d d dudududuririririririririririringngngngngngngngng the 2019-2020 

period. A A A lower DER (D(D(Debt-to-Equity Ratio) is conononsidered more f f favavavourable in 

financncncncncncncncncnciaiaiaial l l l l ananananalalalalysysysysisis. A low w w w w w w w w w debt-to-equity r r ratatatio (DER) indicates t t that the 

ororgagagagagagagagagaganininizazazazatititititionononon's's's's's's's's's l l l l l liaiaiaiaiaiaiaiaiaiaiaiaiaiabibibibibililililililitititieses are lesesesesesesess than its A A A A A A A A A Asssset, enablingng i i it t t tototototo s s s s s s setetetetetetetetetetetetetettltltltltltltltltle alalalall l l ouououtstststatatatatatatatatanding 

dedededededededededebtbtbtbtbtbts s s s inininin t t t thehehe e e e e e e e e eventntntntntntntntnt o o o o o o o of f f babankruruptptptptptptptptptptcy. In contrtrtrtrtrtrtrtrtrtrast, whehehehen n n n n n n n n n the Debtbt-tototo-Equiuiuiuiuiuiuiuiuiuitytyty R R R R Ratio ( ( (DEDEDEDEDEDEDEDEDER) 

isisisisisisisis higigigigh,h,h,h,h, it ininininininininindicates ththththththththththatat the liaiaiaiaiaiaiaiabibibibibibibibibibililililililililililititititititititititititititieseseseseseseseseseseseseseses of thththththththththe compmpmpmpmpmpmpmpmpmpanananananananany exexexexexexexexcecececececececeed its nenenet t wowortrth,h, leaeaeading 

totototototototototo a a a a s s sigigigigignininifififififififififificacant extxtxtxtxtxtxterererererererererernanananananananananal l l l fififififififinananananananancncncncncncnciaial l oboboboboboboblilililililigatitiononononononononononon. The e e e e e e e e e increasingngngngngngngngngng m m m magagagnitututudededededededededede of 

oboboblililililililililililigagagagagagatititititionononons s s totototototototototowawawawawawawawards externalalalalalalalalalal p p p p p p p p p parararararararararartititititititititititititieseseseseseses indicates a a a a a a a a a a a s s s sigignificant d d d d d d d d depepepepepepenenenendedededence e e ofof the 

orgaganininininininininininizazazatititiononononon's's's f f finininininininininininanananananananananancialalalalalalalalalal r r r r r r r r r r r resesesesesesesesesesesesouououououououououououourcrcrcrcrcrcrcrcrceseseseseseses o o o o o o on n n n n n n exexexexexexexteteteteteteteternrnrnrnrnal s sououououououourcrcrcrcrcrcrceseseseseseses. . . InInInInInInIn t t t t t t thehehehehehe eveveveventntntntntnt o o o of ininininininininininadadadequate 

debt manananananananananagagagagagagagagememememenenenenenenenent,t,t,t,t,t, t t t t t thehehehehehehe f f f f fininininininananananananancicicicicicicialalalalalalal w w w w w w welelelelelellllllll--bebebebebebebeininininining g g g g g ofofofofofof t t t t thehehehehehehe o o o o o orgrgrgrgrgrgrganananananananizizizizizizizatatatatatatatatioioioioioion mamamay y y y y y y y y y bebebebebebebebe adversely 

affecteded...

Lastly, the fifirmrmrmrmrmrmrmrmrmrm s s s s s s s s s sizizizizizizize e e ratio of P PT T T T GuGuGuGuGuGuGudadadadadadadangngngngngngng G G Garararararararararararamamamamamamamamamam Tbk exhibited a decline 

during the year 2019-2020, but also experience an upward trend for the DPR ratio. 

Meanwhile, another inconsistency can be seen in PT Kalbe Farma Tbk, where the 
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companies having established access to the capital market. There is a positive 

correlation between the size of a company and the amount of dividend distributed.

Based on the above explanation, it can be concluded that there are some 

conflicting phenomena between Return on Asset (ROA), Return on Equity (ROE), 

Liquidity (CR), Leverage (DER), Firm Size (SIZE), and Dividend Policy (DPR) of 

the manufacturing companies listed on the Indonesia Stock Exchange from 2019 to 

2021. As a result, it suggests that the fluctuation of dividend policy in the 

manufacturing companies is worth researching. Since investors seek for the most 

efficient way to get return from the capital market, one of the primary factors that 

every investor considers when making decisions is to keep a close eye on the 

dividend payments.

Based on the background of the study that has been provided and explained 

above, it encourages the writer to do research entitled “The Impact of 

Profitability, Liquidity, Leverage and Firm Size toward Dividend Policy in 

Manufacturing Companies Listed on the Indonesia Stock Exchange”.

1.2 Problem Limitation

In order to avoid deviations from the topic, the writer set some problem 

limitations as below:

1. The object of this research is manufacturing companies classified as consumer 

goods industry listed at Indonesia Stock Exchange from 2019 to 2021.

2. In this research, the dependent variable is Dividend Policy, while the 

independent variables are Profitability proxied by Return on Asset (ROA) and 

conflicting phenomena between Return on Asset (ROA), Return on Equity (ROE), 

Liquidity (CR), Leverage (DER), Firm Size (SIZE), and Dividend Policy (DPR) of 

the manufacturururururining g g g g g g g g cocococococococompmpmpmpmpmpmpmpmpmpmpanananieieies listststedededed o o on n n the e e InInInIndodododonenenenesisia StStStStStStStStStStStococococococococococock k k k k k k k k ExExExExExExExExExExExchchchchchchchange from 2019 to 

2021. As a a a a a a a a a r resesesesulult, i i i it t t suggggestststs t t thahahahahahat t t t t ththththe e e e flflflucucuctututuatatatioioioion n ofofof d d d divivididididididididenenenenenenenenend d policy in the 

manufactctcturing companieies s s is worth researching. Sincncnce e e investors seekekek f f for the most 

efficicicicicicicicicienenent t t wawawawaway y y totototo g get r retururn frfrfrfrfrfrfrfrfrfrfromomomomomomomomomom the capital mararararararararkekekekekekekekeket,t, onene of thththe e prprprprimimimimary fafafafafafafafafafactctctctctctctctctors that 

eveveveveveverererererererererery y inininininvevevevestststororororororororor c c c c c c c c c c c c cononsisisisisideders whehehehehehen n n n making d d d d d d d d d dececisions is to k k keeeep p p p p p p a a a a a a a a clclclosososose e e eyeye e e ononononononon the 

dididididididididivivividedededendndndnd payayayayayayayayayayaymentntntntntntntntntntnts.s.s.s.s.s.s.s.

BaBaBaBasesesesesesesesesed on thehehehehehehehehehe b b b bacackgrororoununununununund d d d d ofofofofofofofofofofofofofofof t t t t t t t t t t thehehehehehe stututututututututudy thahahahahahahahahahat t t t t t t t t hahahahahahahahahahas bebebebebebebebeenenenenenenenen providedededed d ananand d d explplaiaiaiaiaiained 

abababababababababababovovovovovove,e,e,e,e, i i it enenenenenenenenencourageseseseseseseseseses thehehehehehehehehehehehehehe w w w w w w wriririririririteteteteteteter r totototo d d d do rererererererererereresesesesesesesesesesearch e e e e e e entitled “T“T“T“T“T“T“T“T“T“Thehehe Impacacacacacacacacacacact of 

PrPrPrPrPrPrPrPrProfofofofofofofofofitititititabababababililililititity,y,y, L Liquidity, LeLeLeLeLeLeLeLeLeveveveveveveveveverararararararararararagegegegegegegegegegegege a andnd Firm SiSiSiSiSiSiSiSiSiSiSizezezezezezezeze toward DiDiDiDiDiDiDiDiDiDivivivivividedededendndndnd P P Polololololololololololicy in 

Manunununununununununufafafafafafactctctctururururining g g CoCoCoCoCoCoCoCoCoCoCompmpmpmpmpmpmpmpmpmpmpmpmpananananananananananananananieieieieieieieieieieieiesssssss LiLiLiLiLiLiLiLiLiLiLiListststststststedededededededed o o o o o o on n n n n n ththththththththe e e Indododododonenenenenenenesisisisisisisisia a a a a a StStStStStStStococococococock k k k k k ExExExExExchchchchanananananangegege”””””.

1.2 PrPrPrPrPrPrPrPrPrPrPrPrPrProboboboboboboblelelelelelelem m m m m m m LiLiLiLiLiLiLiLimimimimimimimitatatatatatatatititititiononononon

In order to avoioioioioioioioioioid d d d d d d d d d dedededededeviviviations from ththththththe e e tototototototopipipipipipic,c,c,c,c,c,c,c,c,c, t t t t t t t thehehehehehehehehehehe writer set some problem 

limitations as below:

1. The object of this research is manufacturing companies classified as consumer 
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Return on Equity (ROE), Liquidity (CR), Leverage (DER), and Firm Size (Ln 

TA).

1.3 Problem Formulation

According to the previously outlined background, the formulation of the 

research problems are as follows:

1. Does Return on Asset have significant impact toward Dividend Policy on 

Manufacturing Companies listed on the Indonesia Stock Exchange?

2. Does Return on Equity have significant impact toward Dividend Policy on 

Manufacturing Companies listed on the Indonesia Stock Exchange?

3. Does Liquidity have significant impact toward Dividend Policy on 

Manufacturing Companies listed on the Indonesia Stock Exchange?

4. Does Leverage have significant impact toward Dividend Policy on 

Manufacturing Companies listed on the Indonesia Stock Exchange?

5. Does Firm Size have significant impact toward Dividend Policy on 

Manufacturing Companies listed on the Indonesia Stock Exchange?

1.4 Objective of the Research

The research’s objectives are as follows:

1. To find out whether Return on Asset has significant impact toward Dividend 

Policy on Manufacturing Companies listed on the Indonesia Stock 

Exchange.

1.3 Problem Formulation

According to the previously outlined background, the formulation of the 

research problememememems s s s s s s s s arararararararare e e e e e e e e asasasasasasasasas f f fololollowswsws:::

1. Does R R R R R R R R Retetetetetetetetetetururururn n n n on A A Asset h h h havavave e e sisisisigngngngngngngngngngngnifififificicicicicanananananant t t imimimimimpapapactctctct towowowarararard d DiDiDiDiDiDiDiDiDiDivivivivivivivivividend Policy on 

Manununufacturing Compmpanananies listed on the Indonesia a a Stock Exchangegege??

2. DoDoDoDoDoDoDoDoDoDoeseseseses R R R Retetetetetetetururururn n n n on Eququity hahahahahahahahave significant i i impmpmpmpmpmpmpmpmpmpact totowawawardrd D D D Divivivividididend PoPoPoPoPoPoPoPoPoPolicy on 

MaMaMaMaMaManunununufafafafactctctururururururururininininininininininininining g CoCoCoCoCompanieies s s s s s s listed on ththththththththththe e e InIndonesia Stococock k k k k ExExExExExExExchchchchchchchchchchchchchananangegegege??

3.3.3. DoDoDoDoeseseses L L L L L L L L L L Liquidididididididididididitytytytytytytyty have significanant t t t t t t t t t impactctct toward d DiDiDiDiDiDiDiDiDiDiDividededededededededendndnd PoPolicycycy on 

MaMaMaMaMaManunununufafafafafafafafafactctctctcturing CoCoCoCoCoCoCoCoCoCompmpanieieieieieieies s s s s s s lilililililistststststststststststededededededededededededededed o on thththththththththe Indodododododododonenenenenenenenenenesia StStStStStStStStStStocococococococock Exchanananananangege???

4.4.4. DoDoDoDoDoeseseses L L L L L L L L L Leveverage hahahahahahahahahahaveveveveveveveveveve s s s s s sigigigigigigignininininininifificacantntntntntntnt i impmpacacacacacacacacacacact t t t t towawawawawawawawawawawardrdrdrdrdrdrdrdrd Dividenenenenenenenenenenend Policycycycycycycycycycycy on 

MaMaMaMaMaManunununufafafafactctctururururururururururing Companieieieieieieieieieies s s s s s s s lililililililililililistststststststststededededededededededededed o on n the Indonenenenenenenenenenenesisisisisisisisisia Stock ExExchchchchchchchchchchchanananangegegege?

5. DoDoDoDoDoDoDoDoDoDoDoes F F Firirirm SiSiSiSiSiSiSiSiSiSize h h h h h h h h h h h h havavavavavavavavavavavave e e e e e e e e e sisisisisisisisisisigngngngngngngnifififififififificicicicicicicananananananant t t t t t t imimimpapapapapactctctctctct t t t t t t t towowowowowowowararararararard d d d d d d DiDiDiDiDiDivivividedededendndndndndnd P P P P P P P P P Polololololololololicy on 

Manunununununununununufafafafactctctcturururururininininininining g g g g g CoCoCoCoCoCoCompmpmpmpmpmpmpanananananananieieieieieieies s s s s s s lililililililistststststedededededed o o o o o o o on n n n n n n ththththththe e e e e e InInInInInIndodododododonenenenenenenesisisisisisia a a a a a StStStStStStStococococococock k k k k k k k ExExExExExExchananangegegegegegegegegege??

1.4 Objective of t t thehehe R R Research

The research’s objectives are as follows:

1. To find out whether Return on Asset has significant impact toward Dividend 



10

2. To find out whether Return on Equity has significant impact toward 

Dividend Policy on Manufacturing Companies listed on the Indonesia Stock 

Exchange.

3. To find out whether Liquidity has significant impact toward Dividend 

Policy on Manufacturing Companies listed on the Indonesia Stock 

Exchange.

4. To find out whether Leverage has significant impact toward Dividend 

Policy on Manufacturing Companies listed on the Indonesia Stock 

Exchange.

5. To find out whether Firm Size has significant impact toward Dividend 

Policy on Manufacturing Companies listed on the Indonesia Stock 

Exchange.

1.5 Benefit of the Research

This research is supposed to be beneficial to all parties involved and the 

benefits can be divided into two categories, such as:

1.5.1 Theoretical Benefit

The author of this study considers that it has an opportunity to become a 

source of literature and reference material for other academics who want to do more 

research on dividend policy. This is the author's theoretical expectation. The author 

of the paper also has high expectations that the findings of this study would expand 

knowledge and awareness about the factors that have an impact on dividend policy, 

3. To find out whether Liquidity has significant impact toward Dividend 

Policy on Manufacturing Companies listed on the Indonesia Stock 

Exchananange.

4. To f f f f f f f f finininininininininind d d d d d d d d ouout whwhwhwhetheheheher LeLeLeveveverarararararararagegegegegegege h h h h hasasasas s s sigigigigignininifififificacacant i i impmpmpmpacacacact t t t tototototototoward Dividend 

PoPoPolicy on Manununufafafacturing Companies listededed on the Indododonenenesia Stock 

ExExExExExchchchchanananangegegege.

5. ToToToToTo f f fiiindndndndndndndndndndnd o o o o oututututut w whether F F F F F F Firm Size h h h h h h h h h hasas significant i i impmpmpmpmpmpacacacacacacact t t t t t t t t tototowawawawardrdrdrd D D Divivivivivivivivividend 

PoPoPoPolililicycycycycycycycycycy on n n n n n n n n n n MaMaManufafactctctctctctctctctcturing CoCompmpmpmpmpmpmpmpmpmpanies lilililililililililisted o on n thththththththththe InInInInInInInInInIndododonenenenesia StStStStStStStStock 

ExExchchchange.

1.555 BeBeBeBeBenenenenefifififififififififit t t t t t t t t of the Researchhhhhhhhhh

ThThThThisisisis r r reseseseaeaeaeaeaeaeaearcrcrcrcrcrcrcrcrcrcrch isisisisisisisisisisisisis s s s s supupupupupupuppopopopopopoposesesesesesesed d d d d d d totototototototo b b b b b b be e e e e e e bebebebebebebebenenefificicicicicicialalalalalalal t t t t t t to o o o o o o alalalalalall l l l l l papapapapapapartrtrtrtrtrtieieies s inininininvovovovolvlvlvedededededededededed and the 

benefits c c canan bebebebebe d d d d d d d divivivivivivivididididididededededededed i i i i i intntntntntntnto o o o o o o twtwtwtwtwtwtwo o o o o o o cacacacacacatetetetetetegogogogogogogogoriririririririeseseseseseses, , , , , , susususususuchchchchchch a a a a a a as:s:s:s:s:s:

1.5.1 ThThThThThThThThThThThThThTheoeoeoeoeoeoeorerererereretitititititicacacacacacacal l l l l l l BeBeBeBeBeBeBenenenenenenenefit

The author of f f f f f thththththththththththisisisisisisisisisis s s stututudydydy considers thahahahahahahat t t t t t ititititititit h h hasasasasasasasasasasas a a a a a a a a an n n n opportunity to become a 

source of literature and reference material for other academics who want to do more 

research on dividend policy. This is the author's theoretical expectation. The author 
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including profitability proxied by return on asset and return on equity, liquidity, 

leverage, and firm size.

1.5.2 Practical Benefit

The author expects that this research can have practical applications in the 

following manner:

1. For Scholars

The expected result of the research is to provide pertinent data, scholarly 

sources, and empirical substantiation to fellow researchers who intend to 

pursue research in the corresponding area of inquiry.

2. For Investors

The anticipated results of this investigation are poised to furnish insights 

and exemplars pertaining to the state of the corporations, particularly those 

scrutinized in this scholarly inquiry

The author expects that this research can have practical applications in the 

following mannnnnnnnnnerererererererererer:

1. For ScScScScSchohohohohohohohohohoholalalalalarsrsrsrsrsrsrsrsrsrsrsrs

The e e e e e exexexexexexexexexpepectcteded r r resesesult t ofofofofofofofofof t t t t t t t t t t thehehehehehehehehehehehe r r r resesesearcrch h h h h h h h h h isisisisisisisisisisisis t t t t t t t t t to o o o o o o o o o o o prprprprprprprprprprprovovidide e e pepertrtrtinininenenenenenenenenenent t t t t t t t t t data, scholarly 

sososososososososososourcececes,s, a andnd e empmpiriririririririririririricicicicicicicical substantiation to felelelelelellololololololololow w rerereresesesearararchchchchererers whwhwhwhwhwhwhwhwhwhwhwho o o o o o o o o intend to 

pupursrsueueue r reseseseseseseseseseseseseaearcrch h inin t thehehehehehe c c c corresponding a a a a a a a a a arerererererererea a of inqnquiuiryry.

2.2. FoFor InInInInInInInInInInInveveveveveveveveveveststststststororss

ThThe e e anticicipapapapapapapapapapapapapateteteteteteteteted d reresususususususususultltltltltltltlts of this ininininininininininveveveveveststigigatatioioioioioioioioioioion n arare e popopopopopopopopopopopoisisisisisisisisisisisised to fufufurnrnisish h inininsisisisisisisisisights 

anand d d exexexexexexexexemplarararararararararararars s pepertrtaiaininininingngng to ththththththththththththe e e e e e e e e e e e statatatatatatatatatatate e ofof t t t t t t t t t t t thehehehehehehehehehe c cororpopopopopopopopopopopopopoporararararararararararations, parararararararararticuculalarly y y ththththththththththose 

scscrururutitititititititititititinininininized in thihihihihihihihihihihihihis s s s s s s s scscschoholalarlrly y y inininquququiriririryy


