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Abstract

The objective of this study was to determine the effect of leverage, insider ownership,
investment opportunity set (10S) and inflation on dividend decision. Besides, to prove the effect
of leverage, insider ownership, investment opportunity set (10S) and inflation on firm value
through the role of dividend decision mediation and to determine the direct effect of dividend
policy on a value of the firm in the consumer goods industry sector. The analysis method used
is path analysis with a sample of 38 companies on consumer goods industry sector, which listed
on the IDX during the 2010-2018 period, so the panel data used are 342 data. The results
showed that insider ownership and investment opportunity set (I0S) significantly influence
dividend decision. However, leverage and inflation do not affect the dividend decision. Also,
insider ownership and inflation have a significant effect on the value of the firm, but leverage
and investment opportunity sets (I0S) do not affect. Dividend decision affects the value of the
firm; besides, dividend decision is proven to significantly play a role in mediating the influence
of insider ownership and investment opportunity sets (10S) on the value of the firm.

Keywords: Dividend decision, inflation, the value of the firm.

Abstrak

Tujuan penelitian ini adalah untuk mengetahui pengaruh leverage, insider ownership,
investment opportunity set (I0S) dan inflasi terhadap kebijakan dividen. Selain itu, untuk
membuktikan pengaruh leverage, insider ownership, investment opportunity set (IOS) dan
inflasi terhadap nilai perusahaan melalui peran mediasi kebijakan deviden serta untuk
mengetahui pengaruh langsung kebijakan dividen terhadap nilai perusahaan sektor industri
barang konsumsi. Metode analisis yang digunakan adalah path analysis dengan jumlah sampel
38 perusahaan sektor industri barang konsumsi yang terdaftar di BEI selama periode 2010-
2018, sehingga data panel yang digunakan sebanyak 342 data.-Hasil penelitian menunjukkan
bahwa insider ownership dan investment opportunity set (I0S) berpengaruh signifikan terhadap
kebijakan dividen. Namun, leverage dan inflasi tidak berpengaruh terhadap kebijakan deviden.
Selain itu, insider ownership dan inflasi berpengaruh signifikan terhadap nilai perusahaan,
namun leverage dan investment opportunity set (10S) tidak berpengaruh Kebijakan dividen
berpengaruh terhadap nilai perusahaan, selain itu, kebijakan dividen terbukti secara signifikan
berperan dalam memediasi pengaruh insider ownership dan investment opportunity set (10S)
terhadap nilai perusahaan.

Kata Kunci: kebijakan dividen, inflasi, nilai perusahaan.
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1. Research Background

Dividend decision, until now still a matter of debate, namely whether the dividend is
paid from income (net income) or retained for future investment. Also, whether the dividend is
paid in the form of cash dividends or stock dividends. Some empirical studies state that
dividend payment is irrelevant (dividend irrelevance theory) on company performance because
the value of the company is not determined by the size of the dividend pay-out ratio, but is
determined by net income before taxes and company risk. However, several other empirical
studies state that dividend payments are relevant to value of the company. Theories that
explain the role of Dividend decision on relative corporate value are many, namely theory:
Irrelevance Theory, The Bird in the Hand Theory, Tax Preference Theory, Signalling Theory,
and Agency Theory. However, some of these theories use different approaches and
assumptions, giving rise to gap theory (Allen et al., 2000; Amidu, 2007; Baker & Wurger,
2004; Bhattacharya, 1979; Boyd & Jagannathan, 1994; Budagaga, 2017; Fama & Babiak,
1968; Gordon, 1961; Lintner, 1956; Litzenberger & Ramaswamy, 1982; Miller & Modligiani,
1961; Oliver et al., 2016; Petitt, 1977; Rozeff, 1982; Supriyanah & Ghoniyah, 2015; Walter,
1963; Watts, 1973).

Value of the firm is a specific condition that has been achieved by a company. The
purpose of corporate financial management is to maximize the wealth of shareholders. It
means the value of the company will be increasing, which is a measure of objective value by
the public and an orientation to the survival of the company. Factors that influence the value
of the company are company size, company growth, company uniqueness, ownership
structure, debt policy (leverage), Dividend decision, asset value, value fluctuations and capital
market conditions (Harmono, 2014). The dividend is a permanent payment for capital given
by shareholders or company owners (Syamsuddin, 2011). Dividend decision is the percentage
of profit paid to shareholders in the form of cash dividends, maintaining dividend stability
from time to time, distribution of stock dividends and share buybacks (Harmono, 2014).
Factors that can influence Dividend decision are investment opportunities and alternative
sources of capital. Sources of corporate capital consist of the sale of new shares and capital
from debt, managerial ownership (insider ownership), institutional ownership (institutional
ownership), and collateralized assets (Brigham & Houston, 2011).

Journal of Management and Business;Voll 19;-No. 1 (March 2020)

The process of maximizing the value of a company often creates conflicts of interest
between managers and shareholders, which is often called the agency problem. It is
uncommon for management, the company manager, to have other goals and interests that
conflict with the company's main objectives. Manager's interests that conflict with company
goals can jeopardize the survival and decrease the value of the company. Conflicts between
managers and shareholders can be minimized by a supervisory mechanism that can align the
interests of the parties, but also incur agency costs. There are several alternatives to reduce
agency costs, one of which is managerial ownership/insider ownership (Haruman, 2008).
According to Morck et al. (1989) in (Sofyaningsih & Hardiningsih, 2011), the interests of
managers and shareholders can be harmonized if the manager has a larger share of the
company. The potential for agency conflicts to decline through dividend payments can affect
the low agency cost incurred by shareholders (Kighir et al., 2015). In addition to insider
ownership, funding policies (leverage), are reflected in Debt to Equity Ratio (DER), as well as
forming dividend and corporate value policies. According to Al Najjar (2012), the higher debt
causes the burden on companies to become significant because of the burden of debt costs that
must be borne. The higher the debt will cause the company's priority to pay dividends will be
smaller because the company's debt costs reduce the company's profits.

Investment opportunities are interpreted as a combination of asset-in-place and
investment choices in the future with a positive net present value. Myers (1977) introduced
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IOS concerning achieving corporate goals, where the value of the company formed through
the indicators of the stock market value is also strongly influenced by investment
opportunities. Fidhayatin & Dewi (2012) also emphasized that the component of a value of the
firm and Dividend decision are the result of future investment choices and are expected to
obtain higher returns, this is meant by the investment opportunity set (10S).Of course,
macroeconomic variables, such as inflation will also have an impact on Dividend decision and
value of the firm. According to Munthe & Hotmauli (2018) with the constant rate of inflation,
capital costs, labour costs, and raw material costs will increase unexpectedly so the company
will decide to increase the selling price of its products to consumers. This condition also
results in a decrease in purchasing power or commonly referred to as a decrease in purchasing
power of money, causing companies to experience a decline in profits and financial
performance or even losses (Tandelilin, 2010).

Journal of Management and Business;Voll 19;-No. 1 (March 2020)

By looking at this phenomenon, of course, the issue of dividend decision is an essential
concern of the company in optimizing the value of the company, especially in economic
conditions that are full of uncertainty as it is today. In a volatile global economy, Consumer
Goods or sectors that provide domestic needs can still be stable. Learning from experience, in
the 2008 financial crisis in the US, the sectors that could still get profits were the consumption
and retail. In Indonesia, in 2011, the Consumer Goods sector increased its share value by
17.61%, and the increase continued until 2011 (Kontan.co.id., 2012). During 2017, the
consumer sector index has recorded an increase of 53.81 points, up 3.89% towards the level of
2,414.71. The increase in the index of the consumer goods industry beats the index of the
plantation, mining, property, financial industry and trade, services and investment sectors
(Bisnis.com, 2017). Based on the news in Business Indonesia magazine, 100 Excellent
Growth-Company Ranks, the consumer goods industry is expected to rise in 2019. This
condition is in line with the increasing consumption and disbursement of funds to the public in
the political year, with presidential and legislative elections being held simultaneously in April
2019. Aid has increased, transfers to the regions as well as village funds have been poured
slowly. Household consumption is projected to grow again in 2019 to around 5.2%. This
consumption is still the backbone of gross domestic product (GDP), with contributions
reaching 56.01%. The objective of this study was to determine the effect of leverage, insider
ownership, and investment opportunity set (I0S) and inflation on dividend decision. Besides, to
prove the effect of leverage, insider ownership, investment opportunity set (10S) and inflation
on firm value through the role of dividend decision mediation and to determine the direct effect
of dividend policy on a value of the firm in the consumer goods industry sector.

2. Research Method
Population and Sample
The population in this study are companies in the consumer goods industry sector
listed on the IDX during the period 2010-2018. Total population of 53 companies, including
the food and beverage sub-sector (26 issuers); cigarette subsector (4 issuers); pharmaceutical
sub-sector (12 issuers); cosmetics sub-sector and household needs (6 issuers); household
appliances subsector (4 issuers); and other consumer goods industry subsectors (1 issuer). The
sampling method uses purposive sampling technique. The number of samples was 38
companies in the consumer goods industry sector. By using panel data, the amount of
observation data is 342 data.
Operational Definition and Variable Measurement
a. Value of the firm is a measure of the total amount of total assets owned by a consumer
goods industry sector. Value of the firm is proxied by Tobins’q, which was developed
by James Tobin in 1967. Measurement scale with ratio scale. Tobin's Formulation Q
(Berry, 2016):
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b. Dividend decision is proxied by the Dividend Payout Ratio (DPR) as a benchmark of
cash dividends distributed by consumer goods industry sector. The DPR determines the
amount of profit divided in the form of cash dividends and retained earnings as a source
of funding. Measurement scale with ratio scale. The DPR (Wiagustini, 2010)
formulation is as follows:

Tobins'g =

Dividend per — share

Dividend Payout Ratio (DPR) = :
earnings per share

c. Leverage arises because companies in their operations use assets and sources of funds
which create a permanent burden on companies in the consumer goods industry sector.
In this study, leverage is proxied by Debt to Equity Ratio (DER). DER reflects the
ability of companies in the consumer goods industry sector to fulfil all their obligations
with their capital. Measurement scale with ratio scale. Alexandri (2008) in (Hasibuan et
al., 2016), namely:

total debt
DER=————
total equity

d. Insider Ownership is a source of capital that comes from company owners. In
managerial ownership accounting, records are determined by the number of shares
owned managerially divided by the number of shares outstanding. According to
Jumingan (2014), Insider Ownership formulation, namely:

(Directors 'Shares + Commissioners’ Shares)

Outstanding shares

e. Investment Opportunity Set (10S) is proxied by the Market to Book Value of Assets
(MBVA). MBVA reflects that the market assesses the return on investment in the
consumer goods industry sector in the future from the expected return on its assets. The
difference between market value and the book value of assets indicates a company's
investment opportunity. Measurement scale with ratio scale. According to Amaech
(2013), this variable is the most valid proxy.

Insider Ownership (I10) =

Market Capitalization
Asset Book Value
f. Inflation is a condition where there is a sharp increase in prices that lasts continuously
for an extended period. Inflation proxy is inflation sensitivity in companies in the
consumer goods industry sector. Measurement scale with ratio scale. Measurement of
inflation sensitivity adopts the research model of Djumahir (2007) with a linear
regression equation.

MBVA =

Error! Reference source not found. = a + Error! Reference source not found.
Inflation rate + Error! Reference source not found.
Normality Test
Data normality test is used as one of the requirements to use multiple linear regression
methods. According to Sofyan & Heri (2014), this normality test aims to determine whether the
data is normally distributed or not. This test uses the Kolmogorov Smirnov test with a = 5%.
1. If o> 0.05, then the data is normally distributed
2. If . <0.05, then the data is not normally distributed
The way to correct if there is a violation of the normality assumption is to change the
regression model in the form of semi-log and double-log (Ghozali, 2016).
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Path Analysis
Path analysis aims to explain the direct and indirect effects of a set of variables as a causal

variable to another set of variables that are due to variables (Ghozali, 2017).

The path analysis model used in the study can be described in the following structural
equations:

7 = BX1iZi+ BX2iZi tPX3iZi+ PXaiZi T €1 veeveerverrrreririiesieaniean, (Equation 1)

Y = BXuiYi+ BXaiYi+ BXaiYi+ BXaiYit BZi Yit €2 covvvevrerirenns (Equation 2)

Classic assumption test

In the regression analysis, the test is based on the standard assumption of the least-squares
method (OLS) to qualify as BLUE (Best Linear Unlimited Estimator). BLUE assumptions,
among others, the absence of multicollinearity, and heteroskedasticity (Ghozali, 2016).

a. Multicollinearity Test

Multicollinearity test is done to test the relationship between some or all independent
variables (independent variables) in a model. Multicollinearity can be detected by observing
VIF within limits set by the researcher. In this study, multicollinearity occurs if VIF> 10 or
tolerance value <0.10.

b. Heteroscedasticity Test

Heteroscedasticity test is performed to test whether in a model, there is an inequality of
variance from the residuals of observations to other observations. How to detect the existence
of heteroscedasticity one of the formal methods is the Glejser test or Glejser test, namely by
conducting a regression test of absolute residual values to the independent variable.

Sobel Test (Sobel Test)

The Sobel test is carried out by testing the strength of the indirect effect of X to Y via M
(Mediation). The indirect effect of X to Y via M is calculated by multiplying path a by path M
=Y (b) or ab. The standard error coefficients a and b are written with Sa and Sb, and the
magnitude of the standard error of the indirect effect (Indirect Effect) is Sat, calculated by the
formula:

Journal of Management and Business;Voll 19;-No. 1 (March 2020)

Sat = Vb2sa2 + a2sb2 + sa2sb2
The test of significance of the indirect effect, it is necessary to calculate the t value of the
coefficient ab with the formula:

Error! Reference source not found.

t count value compared to t table value, if t count value> t table value, then it can be concluded
that there is a mediating effect (Ghozali, 2017).
3. Result and Discussion
Results
Data Normality

The Kolmogorov-Smirnov test results show that all data in the study variable are
normally distributed because all Asymp. values are variable. Sig. (2-tailed) is greater than
0.05.

Path Analysis
Path analysis test results with o of 5% as follows:

Table 1. Test Results for the Direct Path.

Variable Variable Beta (B) p-value Explanation
Independent Dependent
X1 Z -0,176 0,105 Not Significant
X2 Z -0,490 0,031 Significant
X3 Z -0,217 0,026 Significant
X4 Z -0,112 0,069 Not Significant
p-1412-3789 www.journalmabis.org
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X1 Y -0,230 0,271 Not Significant
X2 Y 0,072 0,036 Significant
X3 Y 0,132 0,529 Not Significant
X4 Y -0,314 0,030 Significant

Z Y 0,363 0,047 Significant

Table 1, shows insider ownership (X2) and 10S (X3) have a significant effect on
Dividend decision (Z), but leverage (X1) and inflation (X4) have an insignificant effect.
Furthermore, insider ownership (X2) and inflation (X4) has a significant effect on the value of
the firm (), but leverage (X1) and I0S (X3) have no significant effect. On the other hand,
Dividend decision (Z) also has a significant effect on the value of the firm (). Next, form the
path diagram as follows:

=10,172

LgiCrape (X1) W -~ -~~~ ——~~— 7~ Rk — - = 1

B=-0,230 !

:

1

p=-0,176 :

Insider !

Ownership (X2) B=10,363 :
v \ 4

Dividend > Value of the
Decision (Z) Firm (Y)
A A
10§ (X3) |
S p=-0,112
! /’ !
e :
1 /7 I
: Inflation L B=-0,314 !
i x4) :
i B=10,132 :
b e Ay s .. _______ L _ _ I
Figure 1. Path Analysis Model
Information:

—» :Significant Path
_________ » . Not Significant Path
Based on Figure 1. Path diagram, the structural equation is formulated as follows:

Z =-0,176 ZiX1i- 0,490ZiXazi - 0,317ZiX3zi - 0,112 ZiXsit €1 wovvevververerenennns (Equation 3)

Y =-0,230YiXz +0,172YiXoi + 0,132YiX3i - 0,314YiX4i + 0,363YiZi + i ... (Equation 4)
Classic assumption test

In the regression analysis, it is necessary to test the classical assumptions based on the

method of small squares (OLS) in order to qualify as BLUE (Best Linear Unlimited Estimator).
The BLUE assumption, namely the absence of multicollinearity, and heteroskedasticity.
a. Multicollinearity Test
Multicollinearity test to test the relationship between some or all independent variables in a
model.
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Table 2. Multicollinearity Test (First Path)

Variable Tolerance Variance Inflation Factor
Leverage (DER) 0,639 1,564
Insider Ownership (10) 0,608 1,644
Investment Opportunity Set (10S) 0,858 1,166
Inflation (Inflation Sensitivity/IS) 0,909 1,101

Table 2. Shows that, all independent variables have a value of Variance Inflation Factor
(VIF) <10 and tolerance rates> 10%, so it can be concluded that between independent variables
multicollinearity does not occur.
Table 3. Multicollinearity Test Results (Second Path)

Variable Tolerance Variance Inflation Factor
Leverage (DER) 0,542 1,844
Insider Ownership (10) 0,518 1,931
Investment Opportunity Set (10S) 0,828 1,208
Inflation (Inflation Sensitivity/IS) 0,472 2,117
Dividend Decision 0,392 2,552

Based on Table 3. It is known that all independent variables have a Variance Inflation
Factor (VIF) value of <10 and a tolerance rate 0f>10%, so it can be concluded that there is no
multicollinearity among independent variables.
b. Heteroscedasticity Test

Heteroscedasticity test is performed using the Glejser test on the first path regression
model and produces the following equation:
ABSRES;= 0,410 - 0,041DER;- 0,05710i+0,01410S; — 0,002SI; + ui

(0,056)*  (0,077)* (0,998) * (0,256)*

Note: * = significant at (o = 5%), ts = not significant

The equation above shows the independent variable is not significant to o, meaning that
the first equation regression model does not contain heteroscedasticity
The second equation and produces the following equation:
ABSRES2i= 1,202 - 0,128DER; -0,09810; -0,43410S;+0,003SlI; - 0,583DPR; + ui

(0,057)*  (0,217)* (0,266)* (0,677)* (0,090) *

Note: * = significant at (o = 5%), ts = not significant

The second equation above shows that the independent variable is not significant to a,
meaning that the second equation does not contain heteroscedasticity.
Path analysis examines the relationship of various alternative path variables from dividends,
funding policies to the value of the firm. This analysis aims to find the path that most
influences the results of this study. The alternative pathway consists of two alternatives. The
following are calculations based on standardized regression weight.

Table 4. Standardized Regression Weight for Each Alternative Path

Path Standardized Regression Weight
IO — DPR — Value of The Form (-0,490)(0,363) = -0,17787
I0OS — DPR — Value of The Form (-0,317)(0,363) = -0,11507

Based on the calculation of alternative lanes in Table 4, the number of insider
ownership (I0) lines - DPR -> value of the firm is the path that has the greatest value,
meaning that the effect is greatest among the other lines.

Trimming Theory

The results of the study showed that some paths were not significant, and then the paths
that were not significant were removed from the Path Analysis model. For more details, here is
a projected significant path.
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Table 5. Path Analysis Coefficient after Trimming

Variable Variablel Beta (B) p-value Explanation
Independent Dependent

X2 Z -0,172 0,036 Significant

X3 Z -0,089 0,027 Significant

X2 Y 0,342 0,041 Significant

X4 Y -0,107 0,033 Significant

Z Y 0,205 0,040 Significant

Based on Table 5, the path analysis model after trimming theory is performed, shown in the
following figure:

Insider
Ownership (X2) Bzxo= -0,172 Byx2= 0,342
Byz= 10,205 ‘L

10S Dividend Value of the Firm
(X3) 1 Decision (Z) o )

Bzxs = -0,089 A

Byx4 =-0,107
Inflation

(X4)

Figure 2. Model Path Analysis of Trimming Theory
Alternative path results of trimming presented calculations based on standardized regression
weight.

Table 6. Standardized Regression Weight Trimming Results for Each Alternative Path

Jalur Standardized Regression Weight
I0 — DPR — Value of the Firm -0,172)( 0,205) = -0,03526
I0S — DPR — Value of the Firm (-0,089)( 0,205) = -0,01825

Based on the calculation of alternative lines in Table 6, the number of insider ownership
(10) lines > DPR -> value of the firm is the path that has the highest value, meaning that the
effect is most significant among the other lines.

Sobel Test

The results of the mediation role test (dividend decision) of the relationship between insider
ownership and the value of the company, showed a Sat of 0.0432 and t count of - 3.685, where
t-count> t-table (5%) or -3.658> 1.96 or with a p-value equal to 0.0269 which is below 0.05.
Next test the mediating role of the relationship between investment opportunity set (I0S) with
the value of the company, showing a Sat of 0.0307 and t-value of - 2.879, where t-count> t-
table (5%) or -2.887> 1.96 or with a p-value equal to 0.0351 which is below 0.05. In
conclusion, dividend decision plays a significant role in mediating the relationship between
insider ownership and investment opportunity sets with the corporate value of the consumer
goods industry sector.
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Discussion
Effect of Leverage on Dividend decision

Test results show that leverage (DER) does not have a significant effect on Dividend
decision (DPR). This condition explains that even though the company has debt, but the
company can manage debt well, then the benefits of using debt will be higher on the costs. The
results of this study are in line with the research of Marlina & Danica (2009), which show that
the Debt Equity Ratio (DER) variable has no significant effect on the DPR. However, contrary
to research Arko et al. (2014) which shows the debt to equity ratio has a significant adverse
effect on the dividend payout ratio.

Effect of Insider Ownership on Dividend decision

The results showed that insider ownership had a significant adverse effect on Dividend
decision. The higher the percentage of shares owned by directors, management and
commissioners or each party directly involved, the lower the opportunity for companies to pay
dividends. Insider ownership prefers if company profits are not distributed to shareholders
because they are used as internal capital used for company expansion. The results support
Mangasih & Asandimitra (2017) and Janah & Azizah (2019) that insider ownership is
significantly negatively related to Dividend decision, and relevant to agency theory that
increasing insider ownership will reduce agency cost of equity if the company sets a Dividend
decision.
Effect of Investment Opportunity Set (I0S) on Dividend decision

The results of the study showed that the Investment Opportunity Set (I0S) had a
significant adverse effect on Dividend decision. The Implies of this result is that companies that
have great investment opportunities will undoubtedly need substantial funds to finance the
growth. So they will reduce cash outflows, especially for cash dividends, because if not done, it
will have an impact on extracting external funding sources.

In increasing sales growth, companies need significant funds, which are funded from
internal sources. A decrease in dividend payments causes companies to have an internal source
of funds for investment purposes. Each company has an IOS that varies depending on the
specific assets owned. The results of the study support Arko et al. (2014) that IOS has a
significant adverse effect on the DPR variable. However, it does not support the research of
Haryetti & Ekayanti (2012), that 10S does not have a significant effect on Dividend decision.
Influence of Inflation on Dividend decision
The results showed that inflation had no significant effect on Dividend decision. This condition
shows t possibility of inflation in the country is high; it may not affect the ability of companies
to generate profits, because companies can deal with inflation well, one of which is the
company is more focused on foreign markets (exports) than the domestic market. The results of
this study support the research of Ardiyanti (2015) that inflation does not significantly
influence Dividend decision.

Effect of Leverage on Value of the firm

The results of the study, that leverage (DER) has no significant effect on the value of
the firm. The tradeoff theory explains that the higher the use of debt, the greater the benefits
from the use of debt but the cost of bankruptcy and agency costs also increase even more
significant. The results support the research of Mardiyati, (2012), that leverage has a positive
but not significant effect on the value of the firm. Nevertheless, contrary to the results of the
research, Hasibuan et al. (2016), that leverage affects the value of the firm.

Effect of Insider Ownership on Value of the firm

The results of this study, that insider ownership has a significant positive effect on the value
of the firm. This condition provides an explanation that the higher insider ownership, the
management tends to prioritize retained earnings to finance growth compared to dividend
payments (cash outflow), so that the need for external funds with high costs and high risks can
be reduced. The impact of this policy will undoubtedly increase the value of the company for
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investors in the future. The results of the study support the research of Supriyanah & Ghoniyah
(2015), that insider ownership has a significant positive effect on the value of the firm.
Effect of Investment Opportunity Set (10S) on Value of the firm

The results of the study that the Investment Opportunity Set (I0S) has no significant effect
on the value of the firm. The investment opportunity is the value of the company, which
depends on the expenses. That has been determined by management in the future where at
present it is still a choice of investment choices that are expected to produce higher returns, but
the fact that macroeconomic conditions are not well predicted, causing that opportunity to be
uncertain. The results of this study support Hariyono & Lestari (2016) research finding that
investment decisions (I0S) have no significant effect on the value of the firm.

Influence of Inflation on Value of the firm

The results of the study that inflation (inflation sensitivity) has a significant effect on the
value of the firm. Inflation is a condition where an increase in prices that lasts continuously for
an extended period. The price increase for companies that can manage costs efficiently, it
becomes an opportunity. The results of this study support the research of Tandelilin (2010) and
Egbunike & Okerekeoti (2018) that inflation has a significant negative effect on the value of
the firm (firm performance).

Effect of Dividend decision on Value of the firm

The results showed that the Dividend decision had a significant effect on the value of
the firm. This condition explains companies that distribute high dividends will be responded
positively by the market (investors) and vice versa so that prices will rise. In addition,
dividends are considered less risky than capital gains. The research results are in line with the
research findings of Supriyanah & Ghoniyah (2015), Senata (2016), Berry (2016), and Oliver et
al. (2016) that Dividend decision has a significant positive effect on the value of the firm.
However, rejecting irrelevance theory proposed by Miller & Modligiani (1961), Budagaga
(2017), and Panchal (2018).
The Role of Dividend decision as Mediating Value of the firm

Significant test results of mediation variables signal the importance of the role of Dividend
decision to increase the value of the firm. The optimal dividend decision is based on the goal of
maximizing profits distributed to shareholders with the constraint of maximizing retained
earnings for reinvestment as an internal source of funds Stewart C. Myers & Majluf (1984).
The results of Guizani, (2018), show that Dividend decision can mediate the relationship
between insider ownership and company cash inflows. Besides, the Dividend decision gives a
signal to profitability, reduces the risk of loss, and provides an opportunity for the company to
grow (Yarram & Dollery, 2015).

4. Conclusion

Based on the results show that insider ownership and investment opportunity set (I0S) have
a significant effect on Dividend decision. Nevertheless, leverage and inflation have no
significant effect on Dividend decision. On the other hand, insider ownership and inflation
have a significant effect on the value of the firm. However, leverage and investment
opportunity set (I0S) has no significant effect on the value of the firm. Dividend decision has a
significant positive effect on the value of the firm; (d) Dividend decision significantly plays a
role in mediating the relationship between insider ownership and 10S with corporate value.

For further researchers, it is better to add other macroeconomic variables besides inflation,
for example, exchange rates, interest rates or income. Also, the research time interval is
extended, so that research results have a better contribution in building company value in the
consumer goods industry sector.
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