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Abstract 

A cash flow statement is a report showing how running, spending, and funding activities impact cash over an accounting period. 

In addition to cash flow, the dividend policy determines whether the company's earnings will be paid as dividends to investors 

or retained for reserve funds to support future investments. Firm value is the price a prospective buyer willing to pay if the 

business is sold. The research objective was to evaluate the impact of cash flow and dividend policies on firm value in 

Indonesian-listed manufacturing companies (BEI). The research tool used is multiple regression analysis techniques to evaluate 

the linear relationship between two or more independent variables and the dependent variable. The results showed a small effect 

of cash flow and dividend policies on firm valuation. Meanwhile, cash flow and dividend strategies have a strong and important 

effect on firm valuation 

 

Keywords:  Cash Flow; Dividend Policy; Firm Value 

 

1. Introduction12 
 

Financial reports are an important source of information for financial report users (Muslim et al., 2021). Financial reports 

are intended to provide details on the financial status, results, and improvements in the financial condition that is useful to 

a large number of users in making economic decisions (IAI, 2007). Financial reports are an important method for investors 

and stakeholders to monitor business developments regularly. Investors and creditors are interested in learning information 

about decisions. Long-term, the company's key goal is to maximize value (Wahyudi & Pawestri, 2006). The company's 

worth is expressed in its share price (Fama & French, 1998). The stock price on the capital market is established based on 

an agreement between the demand and the supply of investors so that the stock price is a reasonable price that can be used 

as company value output (Hasnawati, 2005). Optimization of firm value can be accomplished by introducing the financial 

management function, where a financial decision can affect other financial decisions and firm value (Fama & French, 1998). 

In a company, cash is important since all business operations often require cash flow. Money is used to purchase products 

and services as well as fixed assets for inventory production. According to (Cahyo, 2013), cash flow summarizes cash flows 

over a span. This report is often referred to as a source report, and the use of corporate activities, acquisitions, and cash 

flows and shows changes in cash and securities over that period. Money allows both parties to rely more on cash flow 

according to their respective interests. Internally, management uses cash flow as the basis for different strategies or decisions 

on the company's operations. Meanwhile, external parties, especially investors and creditors, use cash flow as a basis to 

decide whether to invest in a business. One of the main policies relating to cash flow is the payment of dividends to business 

owners or shareholders for the money they spend in the company to share income paid to shareholders or investors 

(Badruzaman, 2017). Operating cash flow is the most dominant factor in firm valuation, as operating cash flow displays the 

company's key revenue-producing operations. Increased cash flow from operating activities would give investors an 

optimistic indication of the potential financial success of the business. It will result in investors interested in enterprise 

investment. The more investors invest in the company, the greater the company's value. The dividend payout ratio dictated 

the volume of profit split between cash dividends and retained earnings as the funding source (Badruzaman, 2017). Payment 

policies require relatively high cash outflows. The strategy must be developed in the process, taking into account the 

company's ability to produce cash and the company's requirements for cash funds. 
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Investors have the main goal of raising health by expecting dividends and capital gains. By comparison, the company 

expects sustained growth to ensure its existence while providing interest to its shareholders. On the other hand, dividend 

policy does not hamper the company's growth. Dividends paid at this moment would have a higher valuation than capital 

gains received in the future so that investors unable to speculate will favor dividend capital gains (Rakhimsyah & Gunawan, 

2013). The phenomenon on the Indonesia stock exchange shows that the company's valuation based on the stock market 

value has increased, although there is no financial policy enforced by the company (Hasnawati, 2005). Very competitive 

market rivalry and high valuation in Indonesian companies will also affect the better state of the Indonesian economy. 

Indonesia's economic growth has seen an improvement over the past few years. From 2007 to 2012, the industry's 

contribution to the Indonesian economy was around 30% per year. This figure shows the fundamental factor in 

manufacturing's contribution to Indonesia's annual economic development. From 2011, the manufacturing industry's growth 

rate reached 7.36 percent, and 2012 reached 7.78 percent, higher than non-oil and gas growth of 6.82 percent in 2011 and 

6.91 percent in 2012 (http://www.kemenperin.go.id). 

The researcher's justification for selecting a manufacturing company as the focus of research is that a manufacturing 

company is a company that sells its goods beginning with an uninterrupted production process from buying raw materials, 

processing materials, and being ready-to-sell products. The corporation needs a source of funds to be used on fixed assets. 

Manufacturing firms need more long-term financing sources to finance their activities, one of which is investing in equity 

investors. Financial accounting is an accounting component that prepares financial reports for outside parties, including 

shareholders, creditors, vendors, and the government. The key principle used is the accounting equation (assets = liabilities 

+ equity). Financial accounting deals with tracking transactions for a business or entity and preparing different periodic 

reports from these records results. This report is written for the public interest and is commonly used by business owners to 

determine the performance of management or is used by managers as shareholder financial transparency. 

Esthirahayu, (2014) argues that financial reports are as historical and comprehensive as progress reports. Also, it is said 

that financial statements consist of data that result from a combination of recorded facts, principles, and practices in 

accounting and personal opinions. (Masyitah & Harahap, 2018) financial statements describe the financial condition and 

results of a company's operations at a particular time or for a certain period. In general, the financial statements consist of 

balance sheets, profit and loss statements, and reports of changes in capital. Still, other groups that help obtain explanations 

are often included in daily practice, such as reports of sources and use of cash or cash flows, pieces of production costs, etc. 

The balance sheet informs the financial position at a particular time, reflected in the number of assets owned, the number of 

liabilities, and the company's capital. The income statement informs about the income and expenses of a company during a 

specific period. The cash flow statement discloses the changes in financial position due to business activities, expenditures, 

and investments during the period. 

The concept of a cash flow statement put forward by (Purnomo, 2014) is a report showing how operating, spending, and 

funding activities of banks affect cash over an accounting period. The cash flow statement outlines net cash increases or 

decreases over the accounting period. Cash flow statements can provide information that enables consumers to assess 

changes in net assets, financial structure (including liquidity and solvency), and influence the volume and timing of cash 

flows to respond to changing conditions and opportunities. Cash flow information helps measure the capacity of a company 

to produce cash and cash equivalents. It enables users to create models to determine and compare the 10 present values of 

different companies' potential cash flows. Cash flow details also improve the comparability of operating performance results 

from different organizations. Historical cash flow information is also used to show the number, timing, and certainty of 

potential cash flows. Cash flow information helps analyze the accuracy of past forecasts of potential cash flows. One of two 

methods of determining and presenting cash flows from operational operations is the Direct Method and the Indirect Method 

(Khikmawati & Agustina, 2015). The direct approach is a cash or cash-based income statement showing cash receipts and 

cash disbursements briefly. Meanwhile, the indirect method does not specify the key category of cash flows as in the direct 

method. 

The cash flow statement classifies cash receipts based on operating, investment, and funding activities. Transaction 

characteristics and other events for each operation category are (PSAK No. 2): operational activities, investment activities, 

and financing activities. Operating operations are the company's primary revenue-producing activities and other non-

investment and funding activities. Investing practices are acquiring and disposing of long-term assets and other non-cash 

equivalent investments. Financing operations lead to improvements in the volume and structure of the company's capital 

and loans. Khikmawati & Agustina, (2015) states that knowledge helps to understand accounts explaining why cash and 

cash equivalents changed over time. 

A dividend policy is a decision as to whether the company's generated income will be distributed to investors in the form 

of dividends or held for reserve funds to support potential investment. The dividend payout ratio dictated the volume of 

profit split between cash dividends and retained earnings as a funding source (Latuheru, 2016). Dividend policy concerns 

the use of profit, which is the right of shareholders and can be divided into dividends or retained earnings to be reinvested 

(Harjito & Nurfauziah, 2006). Based on this opinion, dividend policy can be described as the distribution of corporate 

income to investors whose value depends on the company's policy, resulting in the company's reduced retained earnings. 

(Dewi, 2008) Shareholders' dividends can be paid in cash dividends, property dividends, scrip dividends, liquidation 

dividends, and stock dividends. 

One of the essential components in dividend policy is the dividend payout ratio, which shows the dividend per share/DPS 

http://www.kemenperin.go.id/
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relative to earnings per share/EPS. Mulyanti & Supriyani, (2018) have various dividend policies carried out by companies, 

including a stable dividend policy, a dividend policy with a minimum dividend amount plus a certain extra amount, a 

dividend policy with a constant dividend payout ratio, and a flexible dividend policy. Many companies adopt a stable 

dividend policy because investors prefer regular dividends. According to Asna and Graha (2006), dividend policy is 

influenced by law, liquidity position, the need to pay off debts, prohibitions on debt agreements, asset expansion rates, profit 

levels, profit stability, opportunities to capital markets, control, shareholders' position as taxpayers, and taxes on incorrectly 

accumulated profits. 

Asna & Graha, (2006) states that the company's dividend policy does not affect both firm value and the cost of capital. 

Firm value is determined by the earning power of the company's assets. Therefore, firm value is determined by investment 

decisions. In contrast, whether the profits earned will be distributed in dividends or will be retained does not affect firm 

value. The dividend irrelevance theory is a theory which states that the company's dividend policy does not affect the firm 

value or the cost of capital (Asna & Graha, 2006). Latuheru, (2016) stated that if there is an increase in dividends, the rise 

in share prices is often followed. Nurhayati, (2013) argues that a dividend increase above is usually a "signal" to investors 

that company management predicts a good income in the future. 

Esthirahayu, (2014) the company value is the price a prospective buyer is willing to pay if the company is sold. The 

higher the company's value, the greater the prosperity the company owner will receive. Maximizing company value or share 

price is not identical with maximizing earnings per share, EPS. Academics and analysts in the financial sector have 

developed various concepts of value to understand the behavior of stock prices. Here are some of them, namely: economic 

value, intrinsic value, and market value. 

 

H1: Cash flow has a positive and significant effect on firm value 

 

H2: Dividend policy has a positive effect on firm value 

 

 

2. Research Design and Method  

 
This research was carried out in companies listed on the Indonesian stock exchange (BEI). In this report, 125 

manufacturing firms were listed on the Indonesia Stock Exchange during 2009-2013. This study's sampling technique used 

purposive sampling. 

 

Table 1. Research Sample Criteria 

 
No Criteria Total 

1 Companies listed on the Indonesia Stock Exchange 2009-2013 503 

2 Manufacturing company from 2009-2013 125 

3 Companies selected as samples 10 

4 Research period 2009-2013  5 

5 Sample 50 

 

The type of data used is quantitative data. Although the data source used is secondary data, which is already available to 

researchers seeking and collecting data. Secondary data can be accessed easier and faster since it's readily available. The 

author uses documentation as a tool for obtaining the relevant details. Data analysis was conducted using multiple linear 

regression equation: 

 

Y = b0 + b1X1 + b2X2 + e 

 

The analysis methods used in this research are the regression analysis assumption method. It consists of normality test, 

multicollinearity, heteroscedasticity, and autocorrelation. Hypothesis testing consists of the simultaneous test (F statistical 

test), partial hypothesis testing (Hypothesis t-test), and the determination coefficient test (R2). 

 

 

3. Results and Discussion 

 

Result Analysis 

 

Based on the criteria and the samples in this study during the 2009-2013 period, they are presented in table 2: 
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Table 2. Research Sample 

 
No Company Code Company name Lifting date 

1 AMFG Asahimas Flat Glass Tbk 08 Nov 1995 

2 ASII Astra Internasional Tbk  04 Apr  1990 

3 CPIN CharoenPokphandIndonesia Tbk 18 Mar  1991 

4 DLTA Delta Djakarta Tbk  27 Feb  1984 

5 GDYR Goodyear Indonesia Tbk  22 Dec  1980 

6 GGRM Gudang Garam Tbk  27 Aug  1990 

7 HMSP HM Sampoerna Tbk  

8 INDF Indofood Sukses Makmur Tbk  14 Jul    1994 

9 LION Lion Metal Works Tbk  20 Aug  1993 

10 UNVR Unilever Indonesia Tbk  11 Jan    1982 

 

 

 
Figure 1. Normality Histogram Diagram 

 

 
 

The normality test is used to test whether the regression model between the dependent variable (related) and the 

independent variable (free) has a normal distribution or not, which can be seen using the normal p_plot and the histogram 

diagram, which is neither leftward nor right-leaning. The data is in a normal state if the distribution of the data is neither 

leftward nor rightward. 

Figure 2 shows that the data is usually distributed, where the data appears to be spread out following a diagonal and a 

histogram diagram that is not leaning left and right so that it can be said that the data is usually distributed. Multicollinearity 

is a condition in which other (independent) variables are correlated with one another. The VIF value is not more than 10, 

and the Tolerance value is not less than 0.1. 

 

 

 

 

 

 



 
Ansir Launtu / ATESTASI: Jurnal Ilmiah Akuntansi, Vol 4, No 1, (2021), 105-111   

 

109 

 

Table 3. Multicollinearity Test 

 

Model Collinearity Statistics 

Tolerance VIF 

1 (Constant)   

Cash Flow .891 1.122 

Dividend Policy .891 1.122 

 

Based on the results of table 3, it can be seen that the two variables independent with a VIF value are not more than 

10 tolerance, not less than 0.1, so it can be concluded that this regression model does not have a multicollinearity problem. 

Heteroscedasticity describes the value of the relationship between the predicted value and the Studentized Delete 

Residual value. Here is a picture to see the presence or absence of heteroscedasticity. 

 

 
 

Figure 3. Scatterplot graph 

 

The scatterplot graph in Figure 3 shows no apparent pattern. It indicates no heteroscedasticity for the research variables, 

so the basic assumption that the residual variation is the same for observations is fulfilled. Autocorrelation tests whether in 

a linear regression model there is a correlation between confounding error in period t and confounding error in period t-1 

(previous). If there is a correlation, then there is a problem with an autocorrelation that arises because sequential observations 

over time are related.  

 

Table 4. Autocorrelation Test Results 

 

Model R R Square Adjusted R Square 

Std. Error of the 

Estimate Durbin-Watson 

1 .384a .148 .111 9.15033 1.825 

 

The Lagrange multiplier (LM) value shows that the residual leg 2 (res_2) parameter coefficient provides a significant 

probability of 0.148 above 0.05. It indicates that the LM test does not have autocorrelation. Hypothesis Testing with the F 

Test is used to pay attention to the significant value of F in the calculation output with an alpha level of 5%. If the significant 

value of the F test is less than 5%, then there is an influence between all independent variables on the dependent variable. 

Table 6 shows that the calculated F test value is 3,985 > F table 3,200 with a significance value of 0.025 < 0.05, then H0 is 

rejected, and Ha is accepted. Where required, a significance value of F is less than 5%. Thus, it can be concluded that all the 

independent variables in this study simultaneously affect Firm Value (Y). It means that the Cash Flow and Dividend Policy 

have increased together, which will have an impact on the increase in Firm Value. 
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Table 5. Simultaneous Test Results 

 

Model Sum of Squares Df Mean Square F Sig. 

1 Regression 667.310 2 333.655 3.985 .025a 

Residual 3851.510 46 83.728   

Total 4518.820 48    

 

In this study, the t-test is used to test whether the hypothesis proposed in this study is accepted or not by knowing whether 

the independent variable individually affects the dependent variable. 

 

Table 6. Partial Test Results 

 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

Collinearity Statistics 

B Std. Error Beta Tolerance VIF 

1 (Constant) -23.126 11.435  -2.022 .049   

Cash Flow 1.839 .732 .362 2.513 .016 .891 1.122 

Dividend Policy .120 .059 .295 2.044 .047 .891 1.122 

a. Dependent Variable: Firm Value   

 

 

Discussion 

 

The results showed that there was a positive and significant influence between cash flow on firm value. The positive 

effect shows that operating cash flow is in line with firm value. Alternatively, high operating cash flow will affect firm value 

and vice versa if operating cash flow is low, it could be a low company value. The relationship between operating cash flow 

and firm value is generally explained using the signaling theory that increasing operating cash flow will increase firm value. 

Investors will be very interested in increasing operating cash flow because it shows that the company can increase revenue 

in the future. The results of this study are also in line with the research conducted (Baridwan, 1997), which examined cash 

flow on firm value and the results showed a positive and significant effect between cash flow and firm value. In theory, the 

greater the amount of cash the company has, the smaller the risk of fulfilling its obligations. However, that does not mean 

that the company must maintain an ample cash supply because the greater the amount of cash, the greater the idle cash. Thus, 

cash flow has an influence internally for management and externally for investors and creditors. 

The research results indicate that the effect of dividend policy on firm value is positive and significant. The positive 

effect shows that the effect of dividend policy is in line with firm value. In other words, a good/high dividend policy will 

affect firm value and vice versa. If the dividend policy is low, it could be a low company value. The significant effect shows 

that the dividend policy has an essential role in increasing firm value. This research is in line with (Sujoko & Soebiantoro, 

2018), proving that dividend policy positively and significantly affects company value. An increase in stock prices will 

increase company value because company value compares stock prices to the book value of shares (Sujoko & Soebiantoro, 

2018). However, the results of this study are not in line with the results of research conducted (Sujoko & Soebiantoro, 2018) 

which found evidence that dividend policy has a positive effect on firm value. 

 

 

4. Conclusions 

 

Based on the results of research and discussion, it can be concluded that the results of operating cash flow have a positive 

and significant effect on firm value, and the results of dividend policy have a positive and significant effect on firm value. 

The suggestion for further research is that it is expected to use a sample from all companies and use a more extended 

observation year so that the results of the study can realize the capital market conditions of all companies. In further research, 

it is recommended to use external factors of the company so that the independent variable affects firm value with the research 

model adequate. 
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