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This study discusses type Il agency costs. The problem of agency in type 11 is full control by
the majority of shareholders who decide to save the company’s resources as assets without
prioritizing the interests of minority shareholders. Artikis, Harada, and Nguyen (2011) exam-
ined the relationship between concentrated ownership and dividend policy in Japan and found
that controlling shareholders provided lower dividend payments to minority shareholders.
The more extreme case was business groups in India which preferred not to pay dividends
(Manos, Murinde and Green, 2012). Thus, the agency cost model through dividend policy is
necessary to investigate the company’s consistency in prospering shareholders.

4 RESEARCH METHODOLOGY

Data in this study were obtained from companies listed on the Indonesia Stock Exchange in
periods of 2016-2018. The study population was 146 manufacturing companies histed in Indo-
nesia Stock Exchange (IDX). By simple random sampling, based on Slovin’s calculations, the
number of samples was 59 manufacturing companies, consisting of 15 companies in conventional
stock and 44 companies in sharia stock. The utilized analytical method in this research was
Ordinary Least Square (OLS). The regression equation model built in this research 1s as follows:

DPR = a + B,FAMILY + B,INST + p,ROA + B,LEV + B.SIZE +¢

Dividend payment variables were proxied by the dividend payout ratio (DPR), while the
family ownership variable was proxied by aggregate percentage of company equity owned by
family or affiliates (Setia-Atmaja, Tanewski, and Skully, 2009). Furthermore, Institutional
ownership was proxied by the total proportion of company equity owned by non-affibated
institutional shareholders (Mulyani, Singh, and Mishra, 2016). In addition, the control vari-
able was profitability proxied by Return on Assets (ROA), whereas leverage was proxied by
the ratio of total debt to the book value of total assets. Finally, the size was proxied by the
natural logarithm of a firm’s total assets (Rajverma et al., 2019).

5 DISCUSSION AND OR IMPLICATION

Research concerning agency conflicts in concentrated ownership types has received attention
from numerous researchers in various countries. Several studies on ownership structure and divi-
dend policy found that concentrated ownership has a megative influence so that it can reduce
dividend payments to other shareholders. Decisions regarding dividend payments should be
a tool to reduce agency costs incurred due to conflicts of interest among shareholders. It was
revealed that dividend payments made by most companies in Indonesia tended to be inconsistent.
Thus, there was a possibility that the low dividend payments were due to decisions made by
large shareholders in ownership structures, such as family ownership and institutional ownership.

From this research, it was found how much the ownership structure in Indonesia can influ-
ence corporate dividend decisions, particularly for companies listed on the Islamic stock index
in Indonesia. This research focused on the company’s ownership structure and dividend policy
as an agency cost model, which can reduce conflicts of interest between majority and minority
shareholders. The results of the study can be useful for policymakers, investors, and further
researchers.
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