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ABSTRACT 

 
This study aimed to examine the effect of liquidity ratios and firm size on stock price with dividend 
policy as an intervening variable in manufacturing companies listed on the Indonesian Stock 
Exchange (IDX). The sample used in this study is 20 companies in the 2014-2018 research year. 
The sampling technique uses purposive sampling. Data analysis techniques used descriptive 
statistics, classical assumption tests, multiple linear regression, and Sobel tests. The results of this 
study indicate that liquidity has no effect on stock price, while firm size has a significant positive 
impact on stock price, liquidity has a significant positive effect on dividend policy, while fit size has 
no significant effect on dividend policy, dividend policy does not affect stock prices, 
 
Keywords: Liquidity, Company Size, Dividend Policy, Stock Prices With  
 
 

INTRODUCTION 
 

The manufacturing industry sector is a sector of companies listed on the Indonesia Stock 
Exchange which has a dominant role and attracts the attention of investors or capital owners to 
invest in the capital market. Currently, the development of manufacturing companies in Indonesia is 
growing. The development of the stock price index of the manufacturing sector on the Indonesia 
Stock Exchange in 2013 was Rp. 1,150.62; in 2014, it increased to Rp. 1,335.21, but in 2015 it 
decreased to Rp. 1,151.68, in 2016 it increased to Rp. 1,368.69, and in 2017 it increased again to 
Rp. 1,640.17 (www.IDX.co.id). 

The stock price is a price formed from the interaction of sellers and buyers of shares 
motivated by the expectation of the company's profit (Wijaya, 2017). The condition of stock 
demand or supply that fluctuates every day will also bring a fluctuating stock price pattern. For 
investments made in the form of shares, investors must analyze the factors that can affect the 
company's condition (issuer). The goal is that investors get a clearer picture of the company's ability 
to continue to grow and develop in the future (Pratama and Erawati 2016). The benchmark is used 
to measure stock prices through the company's closing price. The share price is the present value of 
the cash flows that the shareholders will receive in the future. 
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One factor that comes from internal companies that investors pay attention to is company 
liquidity, which can affect stock prices (Arifin & Agustami, 2017). Liquidity is essential for a 
company because it is related to converting assets into cash (Brigham & Houston, 2014). 
Companies with current liquidity will pay off their short-term obligations on time and make it easier 
to set investment policies without being constrained by funding problems. Liquidity is measured 
using the current ratio (CR), which is an excellent ratio to gauge the company's ability to pay off its 
short-term obligations, where it can be seen to what extent the company's current assets can 
guarantee its current debt (Ismail, Tommy, & Untu, 2007). 2016). Previous research that states that 
liquidity affects stock prices were carried out by Ulfah, Andini, & Oemar (2018); Arifin & 
Agustami (2017); and Wijanti & Sedana (2013). Several other studies showing different results 
were conducted by Darmawan, Widyasmara, Rejeki, Aris, & Yasin (2019); Tumandung, Murni, & 
Baramuli (2017); and Syaiful S (2013) state that liquidity does not have a significant effect on stock 
prices. 

Another factor that affects stock prices is the firm size (Arifin & Agustami, 2017). The 
company's size can be seen from the total assets owned by the company (Sutrisno, 2013). 
Therefore, the size of a company can affect the stock price of a company in the capital market. The 
larger the company's size that can be seen from the total assets, the higher the company's share 
price, whereas if the size of the company gets smaller, the share price will be lower. Research 
conducted by Handayani, Indarti, & Listiyowati, (2020); Darmawan et al., (2019); Ulfah et al., 
(2018); Arifin & Agustami, (2017); Wijaya, (2017); Syaiful S, (2013); and Wijanti & Sedana, 
(2013) stated that company size has an influence on stock prices. 

Dividend policy decides whether what the company earns will be distributed to shareholders 
as dividends or will be retained in the form of retained earnings to finance investment in the future 
(Sartono, 2011). The dividend payout ratio (DPR) is the ratio of profits paid to shareholders in 
dividends called the dividend payout ratio (DPR). The distribution of more enormous dividends 
tends to increase the stock price, which means an increase in the company's value. The greater the 
profit, the greater the percentage of rewards so that the share price will increase. Research 
conducted by Asrida (2017), Wijaya (2017), Istanti (2013), and Wijanti & Sedana (2013) stated that 
dividend policy affects stock prices. Several other studies that have been conducted state that 
dividend policy does not affect stock prices Handayani et al., (2020); Darmawan et al., (2019); 
Ulfah et al., (2018); Anita & Yulianto, (2016); Mardiyati, Ahmad, & Putri, (2012); and Sukirni, 
(2012). 

This study also uses dividend policy as an intervening variable to determine its relationship 
with liquidity and firm size on stock prices. Based on the research of Handayani et al. (2020), 
dividend policy can mediate the effect of company size on stock prices. However, it is not in line 
with the research results from Darmawan et al. (2019); and Ulfah et al. (2018), which revealed that 
dividend policy could not mediate the relationship between the influence of influence liquidity and 
firm size on stock prices. 

Based on the explanation above, the research objectives is to analyze the effect of liquidity 
and company size on stock prices with dividend policy as an intervening variable in manufacturing 
companies listed on the Indonesia Stock Exchange. 
 

LITERATURE REVIEW 
 
Agency Theory 

Agency their Jensen, M. C and WH Meckling (1976) explain that an agency relationship is a 
contract in which one or more people (principal) order another person (agent) to perform a service 
on behalf of the principal and authorizes the agent to make the best decision. For principals. In this 
case, shareholders as principals and management as agents to maximize shareholder prosperity. 
Agency problems can arise if the manager of a company owns less than one hundred percent of the 
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company's shares. The agency problem is also influenced by asymmetric information conditions 
where managers generally do not have more knowledge (information inequality) about stock market 
prices. Still, managers are more aware of internal conditions and company prospects. Therefore, 
agency problems can lead to agency costs. Jensen and Meckling (1976) describe agency costs as 
costs borne by shareholders to prevent or minimize agency problems and maximize shareholders. 
 
Signal Theory 

Signal theory illustrates that a signal or cue is an action taken by the company's management 
that provides instructions for investors about how management views the company's prospects. This 
theory reveals that investors can distinguish between companies with high values and companies 
with low values (Brigham & Houston, 2014). Companies can increase the value of the company by 
reducing information asymmetry. One way to reduce information asymmetry is to provide signals to 
outsiders in the form of positive and reliable financial information that will reduce uncertainty about 
the company's prospects to increase its credibility and success (Wolk et al., 2013). 
 
Stock Price 

Stock prices in the capital market will always change according to market conditions. 
Several factors that can affect stock prices are economic and political conditions, the rise and fall of 
interest rates, and the unpredictable foreign exchange rate. According to Anoraga (2006:229), the 
stock price is the present value of cash flows that shareholders will receive in the future. 
Meanwhile, according to Sutrisno (2009:16), the stock price is the share value due to trading these 
shares in the secondary market. 

According to Arifin (2004:116), the factors influencing stock prices are the issuer's 
fundamental condition, supply and demand, interest rates, foreign exchange, foreign funds, and the 
composite stock price index. The factors that determine changes in stock prices are very diverse. 
But the most important thing is the market power itself. According to the law of economics, the 
higher the demand for the stock, the higher the stock price. 
 
Liquidity 

According to Hani (2015: 121), the definition of liquidity is the ability of a company to meet 
all financial obligations that can be immediately disbursed or that are due. Precisely, liquidity 
reflects the availability of funds owned by the company to meet all maturing debts. 

Meanwhile, Rambe et al. (2015, p. 49) state that a "liquidity ratio is a ratio that measures a 
company's ability to meet its short-term financial obligations or current liabilities. Linking the 
amount of cash and other existing assets with short-term liabilities can provide an easy and quick 
measure of liquidity. Two liquidity ratios are commonly used: the current and the quick ratios. 

The types of liquidity ratios are Current Ratio, Cash Ratio, and Quick Ratio. However, in 
this study, the researcher only uses the Current Ratio as a measuring tool in assessing the level of 
company liquidity. 
 
Company Size 

According to Brigham & Houston (2010:4), the company's size is as follows: "Company 
size is a measure of the size of a company which is indicated or assessed by total assets, total sales, 
total profit, tax expense, and others." 

According to Harahap (2007:23) measurement of a Company Size is: "Company size 
measured by the natural logarithm (Ln) of the average total assets (total assets) of the company. The 
use of total assets is based on the consideration that total assets reflect the company's size and are 
thought to affect timeliness. 
Size= Log(Total assets) 
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Dividend Policy 
Dividend policy is a decision whether the profits earned by the company will be distributed 

to shareholders as dividends or will be retained in the form of retained earnings to finance 
investment in the future. If the company chooses to distribute profits as dividends, it will reduce 
retained earnings and further reduce the total sources of internal funds or internal financing 
(Sartono, 2001 in Setiawati, 2012). 

Several opinions and theories suggest dividends, including (Brigham, 2004 in Setiawati, 
2012): 
1) Dividend Irrelevance (Dividend Irrelevance) 

The theory states that the company's dividend policy does not affect the value of the 
company and the cost of capital. An increase in dividend payments is only possible if the profit 
earned by the company also increases. The gains obtained from the rise in share prices due to 
dividend payments will be offset by a decrease in share prices due to the sale of new shares. 
2) The Bird in Hand 

This theory agrees with Gordon and Lintner (1992), who argue that investors feel more 
secure in obtaining income in dividend payments rather than waiting for capital gains. 
3) Tax Preference Theory 

This theory states that investors want companies to retain after-tax profits and use them to 
finance investments rather than dividends in the form of cash. Therefore, the company should 
determine a low dividend payout ratio or even not distribute dividends. 
 
Research Conceptual Framework 
 

 
 

Figure 1. Conceptual Framework 
 
Information : 
   Direct Line of Influence 
   Indirect Line of Influence through Mediation 
Information : 
H1: Liquidity has a positive effect on stock prices 
H2: Company size has a positive impact on stock prices 
H3: Liquidity has a positive impact on Dividend Policy 
H4: Firm Size has a positive impact on Dividend Policy 
H5: Dividend Policy has a positive impact on stock prices 

Liquidity 
(X1) 

Company Size 
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Dividend Policy 
(Z) 

Stock price 
(Y) 
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H6: Dividend Policy can mediate the impact of Liquidity on Stock Prices 
H7: Dividend policy can mediate the impact of firm size on stock prices. 
 

RESEARCH METHOD 
 

This type of research is causal associative. According to Sugiyono (2014), Causal 
Associative Research is intended to reveal problems that are causal relationships between two or 
more variables (Sugiyono 2014). This study aims to determine the effect of liquidity and firm size 
on stock prices with dividend policy as an intervening variable in manufacturing companies. 

The sampling technique was carried out through the purposive sampling technique to obtain 
samples that followed the research objectives. The purposive sampling technique is based on 
specific considerations or criteria (Sugiyono, 2014). The Sample in this study was manufacturing 
companies listed on the Indonesia Stock Exchange from 2014 to 2018, which amounted to 20 
companies. The data analysis procedures used include descriptive statistical analysis, classical 
assumption analysis, regression analysis for hypothesis testing, path analysis, and Sobel test. Path 
analysis is used if, theoretically, we believe we are dealing with problems related to cause and 
effect. The aim is to explain the direct and indirect effects of a set of variables as causes of other 
variables, which are effect variables. Determine the coefficient value of the indirect impact or the 
impact through mediation on each exogenous variable on the endogenous variable. Finally, it is 
necessary to test with the Sobel test (Sobel test). The calculation serves to determine whether the 
variable is significant or not. 

 
RESULTS 

Coefficient of Determination Test (R2) 
The coefficient of determination is used to measure how far the model's ability to explain the 
variation of the dependent variable is. The following are the results of the coefficient of 
determination in this study: 

Table 1. Coefficient of Determination 

Results Model 1 Model 2 Model 3 
R Square  0.486 0.089 0.481 
Adjusted R Square 0.476 0.070 0.465 

 
The table above shows that the adjusted r square for model 1 is 0.476. These results indicate 

that the stock price variable by variation of liquidity (CR) and firm size (FS) is 47.6%. The equation 
of model 2 shows the adjusted r square of 0.070. These results indicate that the dividend policy 
variable can be explained by variations in liquidity (CR) and firm size (FS) of 7%. While the 
equation of model 3 shows the adjusted r square of 0.465. These results indicate that the stock price 
variable can be explained by variations in liquidity (CR), firm size (FS), and dividend policy (DPO) 
of 46.5%. 
 
F-Test (Simultaneous Test) 
 
The F statistical test shows whether all the independent variables included in the model have a 
combined effect on the dependent variable. The results of the F test calculations can be seen in the 
following table: 
 

Table 2. F Test (Simultaneous Test) 
F Test Model 1 Model 2 Model 3 

F-Statistics 45.899 4,721 29,651 
Prob (F-Statistics) 0.000 0.011 0.000 
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Based on the table above, the calculated F value for model 1 is 45,899, with a significance value of 
0.000. The significance value is < 0.05, so these results indicate that simultaneously liquidity (CR) 
and firm size (FS) have a significant effect on stock prices. The equation of model 2 obtained the 
calculated F value of 4.721 with a significance value of 0.011. The significance value is < 0.05, so 
this result shows that simultaneously liquidity (CR) and firm size (FS) have a significant effect on 
dividend policy (DPO). Meanwhile, for equation model 3, the calculated F value is 29.651 with a 
significance value of 0.000. The significance value < 0.05, then these results indicate that 
simultaneously liquidity (CR), 
 
T-Test (Partial Test) 
 
The t-statistic test was conducted to determine whether the independent variable had a partial effect 
on the dependent variable to see the partial impact by comparing the significance value with a 
significance level of = 5% or 0.05. If the significance value is lower than = 5% or 0.05, then 
H0rejected and H1accepted, meaning that the independent variable tested partially has an effect and 
is significant on the dependent variable. The following are the results of the regression test in this 
study: 
 

Table 3. Results of Regression Analysis 
Hypothesis t Sig. Results 
H1 : CR → Share Price 1,645 0.103 Rejected 
H2 : FS → Share Price 9.573 0.000 Accepted 
H3 : CR → DPO 2,969 0.004 Accepted 
H4 : FS → DPO 1.362 0.176 Rejected 
H5 : DPO → Share Price 0.283 0.778 Rejected 

 
 
Path Analysis 

The Sobel test is carried out to assess the significance of the coefficient value of the 
relationship and whether the indirect effect is significant or not. The following are the results of the 
path analysis in this study: 

Table 4. Path Analysis 

Path Analysis Direct Influence Indirect Influence 
CR 0.123 0.002352 
FS 0.713 0.014868 

 
Based on the table, we can obtain a comparison of the value of direct influence with the 

value of the indirect effect. For example, the immediate influence value shows a direct relationship 
between the independent variables (liquidity and firm size) on the dependent variable (stock prices). 
Meanwhile, the indirect effect shows an indirect relationship between the independent variables 
(liquidity and fit size) on the dependent variable (stock price) through the intervening variable 
(dividend policy). 

The test results show that liquidity (CR) has a direct influence value of 0.123 while the 
indirect effect value is 0.002352. The value of the indirect effect of liquidity is smaller than the 
immediate effect (0.002352 < 0.123), meaning that liquidity has no influence on stock prices 
through dividend policy as an intervening variable. 

Furthermore, in this case, the firm size test (FS) has a direct influence value of 0.713, while 
the indirect effect value is 0.014868. The value of the indirect effect of company size is smaller than 

http://www.ijiset.com/


IJISET - International Journal of Innovative Science, Engineering & Technology, Vol. 09 Issue 05, May 2022  

ISSN (Online) 2348 – 7968 | Impact Factor – 6.72 

www.ijiset.com  

187 
 

the immediate effect (0.014868 < 0.713), meaning that the company's size has no impact on stock 
prices through dividend policy as an intervening variable. 
 

DISCUSSION 
 

Liquidity Affects Stock Prices 
The results of testing hypothesis 1 show that liquidity (CR) has a positive and insignificant 

effect on stock prices. Furthermore, testing this hypothesis has a positive direction with a 
significance level of 0.103, more significant than the significance level (0.103 > 0.05). Therefore, 
the first hypothesis (H1) is rejected; namely, liquidity has a positive and insignificant effect on 
stock prices. The results of this study are in line with research conducted by Darmawan, 
Widyasmara, Fortune, Aris, & Yasin (2019); Tumandung, Murni, & Baramuli (2017); and Syaiful S 
(2013), who state that liquidity does not have a significant effect on stock prices. 
 
Company Size Affects Stock Price 

The results of testing hypothesis 2 show that firm size (FS) has a positive and significant 
effect on stock prices. The results of testing this hypothesis have a positive direction with a 
significance level of 0.000 which is smaller than the significance level (0.000 <0.05). It means that 
the second hypothesis (H2) is accepted, namely, the company's size has a positive and significant 
effect on stock prices. The results of this study are in line with research conducted by Handayani, 
Indarti, & Listiyowati (2020); Darmawan et al. (2019); Ulfah et al. (2018); Arifin & Agustami 
(2017); Wijaya, (2017); Syaiful S, (2013); and Wijanti & Sedana, (2013) stated that company size 
influences stock prices. 
 
Liquidity Affects Dividend Policy 

The results of testing hypothesis 3 show that liquidity (CR) has a positive and significant 
effect on dividend policy (DPO). Furthermore, the results of testing this hypothesis have a positive 
direction with a significance level of 0.004 which is smaller than the significance level (0.004 
<0.05). Therefore, the third hypothesis (H3) is accepted; namely, liquidity has a positive and 
significant effect on dividend policy. The results of this study are in line with research conducted by 
Ulfah et al. (2018); and Lestari, Tanuatmodjo, & Mayasari (2016), which show that liquidity has a 
significant influence on dividend policy. 
 
Firm Size Affects Dividend Policy 

The results of testing hypothesis 4 show that firm size (FS) has a positive and insignificant 
effect on dividend policy (DPO). Furthermore, testing this hypothesis has a positive direction with a 
significance level of 0.176, more excellent than the significance level (0.176 > 0.05). Therefore, the 
fourth hypothesis (H4) is rejected; firm size does not have a positive and insignificant effect on 
dividend policy. The results of this study are in line with research conducted by Firmansyah, MA, 
Gama, AWS, & Astiti, NPY (2020); and Kuswanta (2016), which states that firm size has no 
significant effect on dividend policy. 
 
Dividend Policy Affects Stock Prices 

The results of testing hypothesis 5 show that dividend policy (DPO) has a positive and 
insignificant effect on stock prices. Furthermore, testing this hypothesis has a positive direction 
with a significance level of 0.778, more excellent than the significance level (0.778 > 0.05). 
Therefore, the fifth hypothesis (H5) is rejected; the dividend policy has a positive and significantly 
affects stock prices. The results of this study are in line with research conducted by Handayani et al. 
(2020); Darmawan et al., (2019); Ulfah et al., (2018); Anita & Yulianto, (2016); Mardiyati, Ahmad, 
& Putri, (2012); and Sukirni, (2012) stated that dividend policy does not affect stock prices. 
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Effect of Liquidity on Stock Prices with Dividend Policy as an Intervening Variable 
The results of testing hypothesis 6 show that liquidity (CR) has no effect on stock prices 

with dividend policy (DPO) as an intervening variable (mediation). 
Testing this hypothesis indicates that the indirect effect is smaller than the direct effect of 

0.002352 < 0.123. These results are in line with research conducted by Darmawan et al. (2019); and 
Ulfah et al. (2018), which revealed that dividend policy could not mediate the relationship of the 
effect of liquidity on stock prices. 
 
The Effect of Firm Size on Stock Prices with Dividend Policy as an Intervening Variable 

The results of testing hypothesis 7 show that firm size (FS) has no effect on stock prices 
with dividend policy (DPO) as the intervening variable (mediation). Furthermore, testing this 
hypothesis indicates that the indirect impact is lower than the direct effect of 0.014868 < 0.713. 
These results align with research conducted by Darmawan et al. (2019) and Ulfah et al. (2018), 
which found that dividend policy could not be an intervening variable between company size and 
stock prices. 

CONCLUSIONS 
Based on the results of data research and statistical tests that have been carried out, it can be 

concluded that: 
1) Liquidity (CR) has no significant effect on stock prices in manufacturing companies listed on the 

Indonesia Stock Exchange for the 2014-2018 period. It means that the size of the company's 
ability to meet its short-term obligations does not affect its stock price. 

2) Company size (FS) significantly affects stock prices in manufacturing companies listed on the 
Indonesia Stock Exchange for the 2014-2018 period. That is, the company's size affects the 
company's stock price. 

3) Liquidity (CR) has a positive and significant effect on dividend policy (DPO) in manufacturing 
companies listed on the Indonesia Stock Exchange for the 2014-2018 period. The better the 
company's ability to meet its short-term obligations, the better the dividend policy of the 
company. 

4) Firm size (FS) has no significant effect on dividend policy (DPO) in manufacturing companies 
listed on the Indonesia Stock Exchange for the 2014-2018 period. It means that the company's 
size does not affect the company's dividend policy. 

5) Dividend policy (DPO) has no significant effect on stock prices in manufacturing companies 
listed on the Indonesia Stock Exchange for the 2014-2018 period. It means that the size of the 
profit distributed as dividends does not affect its stock price. 

6) Liquidity (CR) does not indirectly affect stock prices with dividend policy (DPO) as an 
intervening variable (mediation) in manufacturing companies listed on the Indonesia Stock 
Exchange for the period 2014-2018. 

7) Firm size (FS) does not indirectly affect stock prices with dividend policy (DPO) as an 
intervening variable (mediation) in manufacturing companies listed on the Indonesia Stock 
Exchange for the 2014-2018 period. 
 

SUGGESTIONS 
Suggestions for further research are as follows: 

1) companies used as samples are still limited to manufacturing companies, so further research 
needs to be carried out using different research samples in a longer observation time to 
generalize the results obtained. 

2) the next researcher is advised to use other proxies to measure the variables in research with other 
methods. 

3) further researchers can add other variables that can affect stock prices so that the results of the 
research obtained are stronger 
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