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ABSTRACT

This study aims to determine the effect of managerial ownership on firm value, using
dividend policy as a mediating variable in finance sector companies listed on the
Indonesia Stock Exchange in the period 2013-2018. The sample collection technigue has
been carried out using a purposive sampling method and based on predetermined
criteria, 11 companies have been selected as samples. Data on the company's financial
statements have been obtained from the official website of IDX. The analytical method
used is regression analysis with intervening variables using the SPSS application.
Testing the research hypothesis using the t test and sobel test. The results showed that
managerial ownership had a negative and not significant effect on firm value,
managerial ownership had a negative and not significant effect on dividend policy,
dividend policy had a positive and significant effect on firm value, dividend policy did not
affect the relationship between managerial ownership on firm value.
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INTRODUCTION

A company's value will determine the success of share owners and influence
investors in making future decisions. The high value of the company will increase
the prosperity of share owners (Wongso, 2013). Company value is the condition
in which the company has achieved its goals and is an illustration of the
participating groups' trust in the company starting from various activity processes
carried out over several periods, namely since the company was founded until
now. Maximizing company value is the goal of financial management. Company
goals can be achieved by implementing the financial management function
carefully and precisely, remembering that every financial decision made will
influence other financial decisions which will later affect the value of the
company.

Company value is proxied by the Price to Book Value Ratio, which is the
level of market confidence in the company's future opportunities (Wardani &
Hermuningsih, 2001). So it can be interpreted that a high company value is able
to attract potential investors to invest their capital. The following is the Price to
Book Value (PBV) ratio of several companies listed on the Indonesia Stock
Exchange which were taken randomly to explain the problem in the research,
namely:
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Table 1
Price to Book Value data for sample companies selected randomly

No Company PBV

name 2013 2014 2015 2016 2017
1 BBRI 2.25 2.94 2.49 2.04 2.68
2 BBTN 0.80 1.08 0.99 1.02 1.75
3 BTPN 2.53 1.99 1.01 0.97 0.84
4 BNLI 0.95 1.07 0.64 0.54 0.81
5 BFIN 1.12 1.06 1.09 1.33 2.21

Source:www.idx.co.id

From the table above, it can be seen that there is a change in the Price to
Book Value (PBV) level of each sample company which was obtained randomly
during the observation period. This means that changes in the Price to Book
Value (PBV) level are of course influenced by various factors, so that every year
the company's Price to Book Value (PBV) decreases or increases. Companies
need to fight so that these fluctuations do not have a serious impact on the
company itself. One of the factors that can influence company value is managerial
ownership. Managerial ownership is a person who has funds from management
who actively enjoys decision-making rights in a company, for example
commissioners and directors (Wongso, 2013). Managerial ownership is expected
to motivate managers to increase their abilities so that the value of the company
will increase which will automatically increase the glory of the company's share
owners (Solikin, Widaningsih & Lestari, 2015).

Apart from alternative share ownership, companies can be guided by the
financial management function. Financial management is concerned with the
company's compliance in making decisions, including dividend policy. Dividend
policy is an important aspect of the goal of maximizing company value.
Management has two alternative solutions for net profit after tax or income after
tax (EAT), which is to share it with shareholders in the form of dividends, or
reinvest it in the company as retained earnings. Some of the profit after tax (EAT)
is usually passed into income and some is reinvested.

Company value can be observed from the company's ability to pay profits.
The total dividends given can affect share prices. If the dividends given are high,
the share price will be high and the company value will also be high. However, if
the dividends given to share owners are small, the company's share price will also
be low (Wongso, 2013). Dividend policy is a decision regarding the profits
obtained, whether the profits are given or the profits are retained and then
reinvested in the company (Nisa, 2014). Dividend policy can be confirmed in the
form of the Dividend Payout Ratio (DPR). The percentage of dividends given is
measured by the comparison between the profit given to share owners and the net
profit per share.

Therefore, management must determine a policy regarding the amount of
Earnings After Tax (EAT) given as dividends. If the company decides to
distribute the profits generated as profit, this can reduce the total retained
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earnings, which in turn reduces the internal funding sources used to develop the
company. But even through dividends, firms can understate agency costs because
they emphasize the firm's total cash flow, which managers sometimes use in
dangerous or ineffective ways.

By seeing the development of companies in Indonesia, researchers are
increasingly impressed with carrying out research at PT. Indonesian Stock
Exchange (BEI). Apart from that, PT. The Indonesian Stock Exchange is a
company that is a reference for the capital market. Indonesia has more or less 580
companies that have gone public in various sectors.

Several previous studies have conducted empirical studies on company
value conducted by Sukirni (2012) and research by Solikin, Widaningsih &
Lestari (2015) which states that company value is influenced positively and
significantly by managerial ownership.

The higher the share ownership in the company, the more active
management tends to be in increasing the glory of shareholders who are not other
people. Therefore, managers will be increasingly enthusiastic about increasing the
glory of share owners because this will affect the value of the company. Thus,
managerial ownership can increase company value.

Hi: Managerial Ownership Has a Positive and Significant Influence on Company
Value

Several previous research results related to this research have been carried
out, including by Mangantar & Sumanti (2015) and research by Erawati (2014)
which states that dividend policy is influenced positively and significantly by
managerial ownership.

Companies that have managerial ownership values or companies in which
commissioners and directors play an active role in decision making gain equality
with other share owners who tend to pay high dividends for the welfare of share
owners in accordance with a company's main goal in doing business.

H2: Managerial Ownership Has a Positive and Significant Influence on Dividend
Policy

Based on the results of previous research related to this research, Wongso
(2013) and Sukirni (2012) stated that company value is positively influenced by
dividend policy.

Net profitThe company can distribute it to shareholders as profit or save it
into retained earnings to finance the company's investment. Dividend policy
concerns decisions regarding the use of dividends which constitute the equity of
share owners. The percentage of dividends distributed primarily determines the
portion of profits that will be given to share owners, and saved as retained
earnings. Bringham (2006) states that managers believe that investors prefer
companies that have a constant level of profitability. Dividend distribution will
show that the company has large enough profits to provide to share owners. This
will increase the market's view of the company's value.

Hs: Dividend Policy Has a Positive and Significant Influence on Company Value
The results of research related to this research conducted by Rahman &
Zainul (2018) state that company value is positively influenced by managerial
ownership through dividend policy. This shows the share ownership by a
company that is able to contribute to decisions to distribute profits, so that they
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attract investors to invest, which can increase the value of the company. Offering
dividends can stimulate a company's growth rate, and use dividends to attract
investors to increase the value of the company. And while the research results of
Mardasari RB (2014) stated that company value which was influenced by
managerial ownership was not significantly mediated by dividend policy.

Ha: Dividend Policy Has a Positive and Significant Influence Which Mediates the
Relationship Between Managerial Ownership and Company Value

RESEARCH METHODS
Data and Sample

The population in this observation is 89 finance companies listed on the
Indonesia Stock Exchange at the end of the observation period, namely 2018. The
sample selection method for this observation was carried out using a purposive
sampling method, namely a sampling method with the assessment of this research
carried out on companies listed on the Indonesia Stock Exchange. The reason for
choosing this object is that in selecting the sample there is no problem of lack of
data, and definite points of information regarding industries that have gone
public.

In this research, the Annual Report and Summary are used as the main
data sources. The type of data taken from the Annual Report and Summary is
quantitative data. Quantitative data used such as profit and loss reports, equity
reports, balance sheets. The data collection technique used is documentation.

Based on categories according to the object or subject to be observed. The
criteria for sampling in this research are: (1) Finance sector companies registered
on the IDX at the end of the 2018 period. (2) Finance sector companies registered
consecutively during the observation period (2013-2018). (3) Finance sector
companies that published complete financial reports during observation (2013-
2018). (4) The company presents data that corresponds to related variables during
the research period.

Table 2
Sampling Tabulation Using Purposive Sampling
No Criteria Amount
1 Finance sector companies listed on the IDX at the 89
end of 2018.
2 Finance sector companies that were not listed in a (28)
row during the observation period (2013-2018).
3 Finance sector companies that did not publish (14)

complete financial reports during observation
(2013-2018).

4 The company presented data that did not match the 36
related variables during the research period.
5 Number of observations 41

Operational Definition of Variables

There are two types of variables in this research, namely independent
variables and dependent variables. The independent variable in this research is
managerial ownership as X, while the dependent variable is company value as Y,
and dividend policy as the intervening variable, namely M, as shown in the

The Influence Of Managerial...(Alfaris)
810



15t KBP Conference Business
(July 2024): 807 — 822

following table:

Table 3
Operational Definition of Research Variables
No. Variable Definition Measurement Source
1 Company Investors' perceptions PBV = Wongso
Value regarding the market price per sharebook (2013)
(PBV) company’s level of value per share

success in managing

. Tobins'Q =
its resources.
MVS+D Rivandi
TA (2018)
2 Managerial Managerial ownership _
ownership is measured by the KM= ggrfza(?ﬂ)
g\r,sr?:ét;)c;/n of shares 5" Insider shares x100%
management in a > Shares outstanding.
certain period shown
in
percentage form.
3 Dividend As profits - DPR= _
Policy distributed by the Dividends per Yulianto
company to share Earnings & Anita
shareholders per share (2016)
according to the DY = Kusuma
shares they own. Dividend per share wati(20
Market price per share 13)

Data analysis technique
The data analysis technique is an intervening variable regression analysis

model to see the mediating effect and analyze the impact of the independent
variable on the dependent variable.
Normality test

Solikin, Mimin & Lestari (2015) normality test aims to prove that in the
regression model the residual variables have a normal distribution. A good
regression model has a normal or towards normal data distribution. The normality
test can use the Kolmogrovsmirnov test. The basis for decision making used in
this test is: if the significant value shown is greater than alpha (5%) then the data
can be said to be normal (Yudiana & Yadnyana, 2016).
Heteroscedasticity Test

Mardayati, Ahmad & Puri (2012) said that the heteroscedasticity test aims
to test whether the regression model used in this research found variations in
variance from one observation to another. According to Yudiana & Yadnyana
(2016) if the level of significance of each independent variable
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> 0.05, so the conclusion is that the regression model is free from symptoms of
heteroscedasticity. In this research, the Glejser test was used. The Glejser test is
quite effective in overcoming heteroscedasticity (Sukirni, 2012).
Regression Analysis With Intervening Variables

In carrying out regression analysis with intervening variables, two
regression models were used. The model | regression equation in this research is
used to see how much influence the independent or independent variables have on
the dependent variable. Meanwhile, the model 1l regression equation is used to
see the influence of the mediating variable on the dependent variable.

The mathematical formula for analysis with intervening variables used in
this research is:

m —a+bX+e...... Q)
Y =a+pflX+ [2M +e........... 2
Information:

Y = Company Value
M = Dividend policy
o = Constanta
B = Regression Coefficient
X = Managerial Ownership
e = Error
Path Analysis
Path analysis not only tests the direct influence that one variable has on
another variable, but also looks at the indirect influence that the independent
variable has on the dependent variable. The indirect influence provided by an
independent variable is seen through its intervention. The path analysis regression
model used is:
The value of el =V/1 — 72
And the value of e2=v/1 — 2
And to test the hypothesis used, namely the t test and sobeltest.

RESULTS AND DISCUSSION
General Description of Research Objects

The objects used for this research are finance sector companies listed on
the Indonesian Stock Exchange (BEI) in 2013-2018. In this period there were 11
companies listed on the Indonesia Stock Exchange (BEI) as research samples
with a total of 41 observations using the purposive sumpling method.
Normality test

The normality test is a test to see whether the data in a regression model is
normally distributed or not. The results of the normality test for each variable can
be seen in the table below:

Table 4
Normality Test Results
Model Asymp. Sig.(2-tailed) Information
Model 1 0.352 Normal Distribution
Model Il 0.579 Normal Distribution

The table above produces a significant value of 0.05. Because the significant
value is greater, it is concluded that the data is normally distributed.
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Heteroscedasticity Test

This heteroscedasticity test was created to test whether the regression
model has variance in the regression model from other residual observations. The
heteroscedasticity test results of the variables can be seen in the table below:

Table 5
Heteroscedasticity Test Results

Model Sig. Information
Model | Ownership 0.097 Heteroscedacity Free

Managerial
Model 11 Ownership 0.064 Heteroscedacity Free

Managerial

Dividend Policy 0.086

Based on the output above, it can be seen that from the two tests carried
out there were no symptoms of heteroscedasticity because the resulting significant
value was greater than 0.05. Meanwhile, for decision making, the Glacier test is
significant (1 0.05.

Regression Analysis With Intervening Variables

In this research, there is a model that will be regressed, namely the
regression of managerial ownership variables on dividend policy and the second
model is a regression of managerial ownership variables and dividend policy on
company value.

Table 6
Model 1 Regression Analysis Results
Unstandardized Standardized
Model Coefficients Coefficients Q Sig.
B Std. Error Beta
1 (Constant) 3,422 ,095 36,057 ,000
X -.035 ,032 -, 174 -1.103 277

a. Dependent Variable: M
Based on the table above, the linear regression equation can be seen as
follows:
M=oa+BX+e
M =3.422 - 0.035X + e
From this equation it can be interpreted that managerial ownership (X) has
a regression coefficient value of -0.035 with negative parameters, meaning that if
the managerial ownership variable increases by 1 unit, the impact on dividend
policy will decrease by 3.5%. With a constant value of 3.422 with positive
parameters, it can be concluded that the dividend policy is 3.422 assuming that
other variables are considered constant.
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Table 7
Model 11 Regression Analysis Results

Unstandardized Standardized
Model Coefficients Coefficients Q Sig.
B Std. Error Beta
(Constant) -,602 379 -1,590 ,120
1 X -,019 ,022 -,135 -879 ,385
m ,226 ,109 ,318 2,076 ,045

a. Dependent Variable: Y

Based on the data above, the following linear equation can be seen:
Y=0+blX +b2M + ¢
Y =-0.602-0.019X+ 0.226M+ e
From the equation above, it can be interpreted that managerial ownership
has a regression coefficient value of -0.019 with negative parameters, meaning
that if the managerial ownership variable increases by 1 unit, the impact on
dividend policy will decrease by 1.9%. And for the dividend policy variable with
a regression coefficient of 0.226 with positive parameters, this states that if the
dividend policy increases by 1 unit, it will result in an increase in company value
of 22.6% assuming other variables are considered constant. With a constant of -
0.602 with negative parameters, the conclusion is that the PBV value or company
value is -0.602, assuming other variables are considered constant.
Path Analysis
Path analysis is used to test the influence of intervening variables in a
study. The variable relationship is in the form of a path, if there is action
(independent variable), intervening (between) and dependent variable (action)
(Sugiyono, 2015). Because it uses intervening, there are two regression models
examined in this path analysis, namely the multiple regression model shown in
table 6 and table 7.
The value of el =v/1 = r2 =1 =0.030 =
0.97 And the value of e2=V1 — r2 =1
—.134
=0.886
From the values above, the path diagram is obtained as follows:

Dividend Policy (M)

(DPR)
el =0.97/
-0.174 l 0.318
Company -0.135 ® 0'§86— Firm Value (Y)
Ownership (X) . (PBV)
(KM)
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Figure 1 Model Path Diagram

The path diagram above explains that managerial ownership can influence
company value and can also have an indirect effect, namely from managerial
ownership to dividend policy (which is mediated) by company value. Company
value is influenced by managerial ownership by -0.1352 or 0.018225 or equal to
1.82%. The amount of influence that is not influenced by managerial ownership is
-0.174 x 0.318 with a result of -0.055332 or equal to -5.53%. So the amount of
company value is influenced by managerial ownership, namely 1.82% + -5.53%
with a result of -0.037107 or -3.71%.

Hypothesis testing

t test

From tables 6 and 7 the regression results of model | and model can be seen from
the t test results. The results of the test state that the firm value variable is not
influenced by managerial ownership with a significant value of 0.385 > 0.05,
which means the first hypothesis is rejected. Dividend policy is not influenced by
managerial ownership with a significant value of 0.277 > 0.05, which means the
second hypothesis is rejected. Meanwhile, the firm value variable is influenced by
dividend policy with a significant value of 0.04<0.05, which means the third
hypothesis is accepted.

Sobel test

The Sobel test is used to test the mediation hypothesis. The calculated t
value is -1.214, which is smaller than the t table, which is 1.937, meaning the
mediation coefficient is not significant, which means there is no mediation effect.
Thus, it can be concluded that company value which is influenced by managerial
ownership is not significantly mediated by dividend policy.

Discussion
The influence of managerial ownership on company value

The resulting value from the t-calculated managerial ownership variable
is -0.879 and the significant value is 0.385 > 0.05, which means that company
value is negatively and not significantly influenced by managerial ownership. The
t-count assessment which is smaller than the t-table also proves that managerial
ownership of company value has an insignificant influence, which means rejecting
the first hypothesis.

Because the existence of managerial ownership is intended to create
equality between company owners and company management, it means that the
higher the scale of share ownership in a company, the more management plays a
role in improving welfare. Therefore, managers will be increasingly encouraged
to increase shareholder prosperity, which can also affect company value (Solikin,
Widaningsih & Lestari, 2015).

High managerial ownership in the company is able to have a good impact
on the company itself, so the company's prospects for the future will also be
better, so the value of the message will also be good in the eyes of investors.
These results are inconsistent with research conducted by Yulianto & Anita
(2016) which states that company value is positively and significantly influenced
by managerial ownership.
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However, the results of this research are supported by research made by
Warapsari & Suaryana (2016) entitled The Influence of Managerial and
Institutional Ownership on Company Value with Debt Policy as an Intervening
Variable, the results of data processing state that company value is influenced
negatively and not significantly by managerial ownership. which shows a
significant value of 0.742. This result is related to the characteristics of public
companies in Indonesia, which on average have a relatively low scale of
managerial share ownership.

The Influence of Managerial Ownership on Dividend Policy

The resulting t value for the managerial ownership variable is -1.103 with
a significant value of 0.277 > 0.05, which means that dividend policy is
influenced negatively and not significantly by managerial ownership. Judging
from the t-count, which is smaller than the t-table, it also proves that managerial
ownership does not have a significant effect on dividend policy. So it can be said
that the second hypothesis is rejected.

Dividend policy is the only task for financial managers who deal directly
with shareholders by paying company profits directly to share owners compared
to other functions of financial managers (determining investment and financing)
which are only related to the company. According to Dewi (2008) managers have
the opportunity to participate in share ownership with the aim of equalizing
shareholders. With this policy, managers are expected to generate good
performance and direct income at a low level. The results of this research are not
supported by research conducted by Mangantar & Sumanti (2015) that the
dividend policy variable is significantly influenced by managerial ownership.

However, the results of this research are in line with research researched
by Yudiana & Yadnyana (2016) with the title The Influence of Managerial
Ownership, Leverage, Investment Opportunity Set and Profitability on
Manufacturing Company Dividend Policy, stating that dividend policy is not
influenced by managerial ownership to a significant level. equal to 0.101 > 0.05
and with an Unstandardized Coeffients B value in the direction of -0.183. The
effect of dividend policy is not significantly influenced by managerial ownership
in this study because many of the companies sampled are companies that have
small managerial shares. This means that dividend decisions are controlled by
shareholders outside the company (outsider ownership), such as shares held by
institutions and the public.

The Effect of Dividend Policy on Company Value

The resulting calculated t value for the dividend policy variable is 2.076
with a significant value of 0.04 <0.05, which means that company value is
influenced positively and significantly by dividend policy. Judging from the large
t-count from the t-table, it also proves that company value is significantly
influenced by dividend policy. This shows that the third hypothesis is accepted.

In practice, dividend policies made by various companies may not be the
same. There are those who give dividends in large amounts and small amounts,
but the real intention is to increase the glory of shareholders. This concerns which
stream it comes from and the alternatives it uses. That dividend policy involves
two groups whose desires do not coincide, even though both try to increase the
prosperity of share owners. It is a problem for financial managers how to
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determine the amount of Dividend Payout Ratio that can support share owners
and the company's wishes. This means that for which category share owners can
receive dividends but the company's financing plans are not hampered by it,
therefore in reality the company's dividend policy will be related to the value of
the company (Ansori & HN, 2010).

Dividend policy is often considered as information for investors to
evaluate the company's benefits, because the company's share price can be
influenced by dividend policy (Mardayati, Ahmad & Putri, 2012).

This research contradicts the results conducted by Yulianto & Anita
(2016) with the title The Influence of Managerial Ownership and Dividend Policy
on Company Value, which states that company value is not influenced by
dividend policy. These results indicate that high and low dividends distributed to
shareholders are not related to high or low firm value. These results are supported
by research conducted by (Lidya Martha, et al 2018) entitled The Influence of
Profitability and Dividend Policy on Company Value, stating that company value
Is negatively and not significantly influenced by dividend policy.

However, this research is in the same direction as that conducted by
Wongso (2013) with the title The Influence of Dividend Policy, Ownership
Structure, and Debt Policy on Company Value in the Perspective of Agency
Theory and Agency Theory and Signaling Theory, the result of which is that
company value is positively and significantly influenced by dividend policy.
Remembering that dividends will generate positive signals from the market that
attract investors' attention, which in turn leads to an increase in company value.
The Influence of Dividend Policy Mediating the Relationship Between
Managerial Ownership and Company Value

From the Sobel test carried out, it was obtained that the t count was -1.214
compared to the t table of 1.937, which means that the resulting mediation effect
was not significant and there was no mediation effect. This proves that company
value which is influenced by managerial ownership is not significantly mediated
by dividend policy. means the fourth hypothesis is rejected.

The results of this research are in contrast to research conducted by
Rahman & Zainul (2018) where company value is positively and significantly
influenced by managerial ownership through dividend policy. However, this
research is in line with research researched by Mardasari RB (2014) with the title
The Influence of Insider Ownership, Debt Policy and Free Cash Flow on
Company Value Through Dividend Policy, the results of the sobel test show that
the calculated t value is smaller than the t table, this is explains that company
value which is influenced by managerial ownership is not significantly mediated
by dividend policy. This is due to the small amount of insider ownership in the
company. This small amount of insider ownership means that insiders do not have
the authority to make company decisions that can add value to the company or the
high dividends that will be given to shareholders. Owners of high shares can have
more control over decision making for the company.
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CONCLUSION

From the results of the regression test carried out, the following
conclusions can be drawn: (1) The results of the research state that company
value is influenced negatively and not significantly by managerial ownership as
shown in the value of 0.385, greater than 0.05 and the t-count value is small from
t-table. (2) The research results state that dividend policy is influenced negatively
and not significantly by managerial ownership as shown by the value of 0.277,
greater than 0.05 and the t-test value is small from the t-table. (3) The research
results state that company value is influenced positively and significantly by
dividend policy, which is indicated by a value of 0.04, less than 0.05 and a large t-
value from the t-table. (4) The research results show that company value is not
significantly influenced by managerial ownership, mediated by the dividend
policy produced in the Sobel Test, namely the small t-count from the t-table.
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