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About The Journal

AIMS AND SCOPE

Aims and Scope:

The Journal of Asian Finance, Economics and Business (JAFEB) publishes original research analysis and inquiry into issues of Asian Finance,
Economics and Business Management. The JAFEB is an international peer-reviewed journal, which is devoted to contemporary issues of finance,
economics and business in Asia, including Central Asia, East Asia, South Asia, Southeast Asia, and Middle East.

Mission:

The mission of JAFEB is to bring together the latest theoretical and empirical finance, economics and business management research in Asian
markets. The journal audience includes: business school academics and researchers, economists, social scientists, international business persons,
and policy makers, as well as managers from both for profit and not for profit corporations.

JAFEB has indexed in:

Clarivate Analytics’ Web of Science - Emerging Sources Citation Index (ESCI) in Web of Science Core Collection: All content published fr
February 2014, Volume 1 Issue 1 onwards has been indexed in the Web of Science Core Collection database and the indexing process is
ongoing [FYI, Following the response for Journal Evaluation Status Request dated December 28, 2020 [---"Currently, our strategy is to only re-
evaluate ESCI journals that map to Q1 or Q2 of the relevant flagship category"---], the journal continues to being monitored its performance (i.e.,
quality criteria and impact criteria) based on their selection criteria on a regular basis (i.e., every six month basis) until the Editorial Team prioritizes 1
evaluation for the journal, while the journal still remains its current status as for ESCI in the Master Journal List of the Web of Science].

Elsevier’s SCOPUS in Elsevier Product(s): The most content published from February 2018, Volume 5 Issue 1 to May 2021, Volume 8 Issu¢
has been indexed in the Scopus database. [FYI, due to the decision on the re-evaluation of this title dated May 31, 2021, the indexing of content |
the Scopus database shall be discontinued from June 2021 publication onwards. Despite the decision, in general, all previously indexed content will
remain in the Scopus database].

Crossref - Digital Object Identifier (DOI)

Directory of Open Access Journals (DOAJ)

Cabell's Directories of Publishing Opportunities

EconBiz

ECONIS - Datenbank der ZBW

Publons

Scilit - MDPI (Basel, Switzerland)

WorldCat

Directory of Korea Open Access Journals (KOAJ)

Korea Citation Index (KCI) - The National Research Foundation of Korea (NRF)

OPEN ACCESS POLICY

Open Access Policy: The Journal (JAFEB) is an Open Access journal accessible for free on the Internet. JAFEB applies_the Creative Commons
Attribution- Non Commercial 4.0 International (CC BY-NC 4.0) to works we publish. This license was developed to facilitate open access — name
free immediate access to, and unrestricted reuse of, original works of all types. Under this license, authors agree to make articles legally available fc
reuse, without permission or fees, for virtually any purpose. Anyone may copy, distribute or reuse these articles, as long as the author and original
source are properly cited.

COPYRIGHT POLICY

Copyright to the Author(s): After publication of an article, the Copyright of the article transfers and belongs to the Author(s). This is an Open
Access journal distributed under the terms of the Creative Commons Attribution Non-Commercial License which permits unrestricted non-commerc
use, distribution, and reproduction in any medium, provided the original work is properly cited. JAFEB and the Publisher apply the Creative Commc
Attribution-Non Commercial 4.0 International (CC BY-NC 4.0) to the works we publish. This license was developed to facilitate open access —
namely, free immediate access to, and unrestricted reuse of, original works of all types. Under this license, authors agree to make articles legally
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available for reuse, without permission or fees, for virtually any purpose. Anyone may copy, distribute or reuse these articles, as long as the author ¢
original source are properly cited.

REVIEW POLICY

Double-Blind Peer Review Policy:

JAFEB has adopted a double blind peer review policy, where both the referee and author remain anonymous throughout the process. Please
remove all identifying features from the main document itself, ensuring that Authors' identity is not revealed. However, this does not preclude Author
from citing their own works. However, Authors must cite their works in a manner that does not make explicit their identity.

Acceptable: "Lee (2013) has indicated that . . ."

Acceptable: "Some scholars have indicated that . . . (e.g., Lee, 2013; Youn &Lee, 2018)"

JAFEB operates a double blind peer review process. All contributions will be initially assessed by the Editor-in-Chief for suitability for the journal.
Papers deemed suitable are then typically sent to a minimum of two independent expert reviewers to assess the scientific quality of the paper. The
Editor-in-Chief is responsible for the final decision regarding acceptance or rejection of articles. The Editor-in-Chief's decision is final.

DOUBLE-BLIND PEER REVIEW PROCESS
Submission to Editorial Head Office and Revision Invitation Policy (Updated on October 2020):

Please note that Editorial Board of the journal will be very selective, accepting only the articles on the basis of scholarly merit, research
significance, research integrity and complete compliance with the journal style guidelines (APA). The JAFEB Editorial Board respects and
promotes all authors and contributors on the basis of research ability and experience without considering race, ethnicity, nationality, citizenship
financial means, or any of narrow frames of reference. From October 2020, all new submissions to the journal are assessed in two stages. The
first hurdle is an editorial screening where we evaluate whether a paper is likely to get through the peer review process or not. If the Desk Editor doe
not believe that the submission is suitable for the aims and scope, standards, and Editorial Board’s selection policy of the journal, then the submissi
will be rejected at the front stage. Only about less than 20% of our submissions pass this hurdle. The submissions we decide to take forward for the
peer review process fully need to be well structured, well written, good presentation of English, firmly anchored in existing academic literatu
and complete compliance with the journal style guide and template. Only after careful consideration by Desk Editors based on the editorial
grounds, the Desk Editor will selectively send the paper out to external peer reviewers. The same rules will be strictly applied for all new
submissions.

Submission to ACOMS Peer Review System and Editorial Board’s Selection Policy (Updated on October 2020):

Thank you very much for submitting your research article to ACOMS Peer Review System of the Journal of Asian Finance, Economics and
Business (JAFEB). Please be noted that, even if your paper has passed the JAFEB Peer Review Process via ACOMS Peer Review System (also
called “ACOMS”), your paper still requires Editor-in-Chief’s final decision on its acceptance and publication through the Editorial Head
Office. From this time point, your article will go through Editorial Executive Board's content selection process and Editor-in-Chief’s final decision to
determine if it is accepted and published in its current form or required further revisions in which case it will be subject to Editorial Executive Board's
recommendation. The Editor-in-Chief and Editorial Executive Board decide its final acceptance against the following criteria and you should provide
the information required on the following THREE forms: 1) JAFEB(APC)-Submission-Consent-Form, 2) JAFEB(APC)-Revision-Report-Form, and
3) JAFEB(APC)-Manuscript-Template (You can obtain these forms through the Editorial Head Office (Email: jwlee119@yahoo.com)).

The Submission-Review-Acceptance Process:
The submission-review-acceptance-publication process can be broadly summarized into 7 steps, See below:

Step 1: Desk Editor’s decision on the article submitted

For example, check Submission Consent Form, APC agreement, APA style format, Publication Ethics and Publication Malpractice, and CrossCheck
screening: the iThenticate software to detect instances of overlapping and similar text in submitted manuscripts. Authors can be assured that KODI¢
Journals are committed to actively combating plagiarism and publishing original research.

Step 2: External Reviewers Board’s decision on scholarly merits of the content of the article.

If the article successfully passes the requirements of submission and the first round of screening and Plagiarism checking, then the paper goes to
external reviews, which will take another 2 to 8 weeks from then. [Important: After the external reviews completed if the paper gets accepted in favol
publication on the journal then an invoice of APC will be followed. Based on an invoice the author should make a payment for APC. Before the pape
finally gets accepted any payment does not count any credit toward its acceptance for publication.]

Step 3: Editorial Copy Editor’s decision on editorial copy editing

For example, double check citations in text and references, tables and figures, heading and subheadings, etc. If the article finally gets accepted for
publication and the author has paid APC for their publication on the journal, then the paper goes to Copy Editor and Typesetter, which will take anotl
2 to 4 weeks from then.

Step 4: Production Editor’s decision on the full information of the article

For example, check DOI number, authors’ name, affiliation, contact information, pagination, etc. If the article has been checked and edited by Copy
Editor and Typesetter and then finally has approved for Production and Printing, then the paper goes to Production Editor, which will take another 2
4 weeks from then.

Step 5: Printing Editor’s decision on printed hard copies
For example, check mailing address of printed hard copies to the authors. This process takes another 2 to 4 weeks from then.

Step 6: Online Publishing Editor’s decision on online XML (HTML) and PDF attachments.
This process takes another 2 to 4 weeks from then.

Step 7: Indexing Editor’s decision on Web of Science Core Collection indexing.
This process takes another 2 to 8 weeks from then, although these steps can vary slightly between indexing agencies.

PUBLICATION FREQUENCY AND FAST PRODUCTION

JAFEB accepts submissions on a rolling basis, and publish accepted articles on the first-in first-out method. In order to best accommodate such

needs from JAFEB authors and contributors and an increasing number of good quality scholarly papers for publication in JAFEB, the journal

publishes 12 issues per year from January 2020 (i.e. January 30, February 28, March 30, April 30, May 30, June 30, July 30, August 30, Septembe
https://www.jafeb.org/journal/intro.do?journalSeq=J000171 2/4
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30, October 30, November 30, December 30). We experience dramatic growth of the journal in submissions, quality and impact. Currently acceptan
rate is less than 15% (it should be less than 10% in the near future), making sure that only the high quality research is published in JAFEB. We also
have an average time of the submission-review-acceptance-copy editing-production-online DOI publication of less than 90 days and we try to provid
feedback as soon as possible and streamline the process. Please be aware that the decision with regard to the publication of your paper is dependil
on the quality of your revisions in the process. Due to an increasing number of submissions and a limit of publication space in each issue of the
publication, the average overall time from submission of the manuscript to publication from now on takes about 90 days. JAFEB accepts submissio
on a rolling basis, and publish accepted articles on the first-in first-out method.

CALL FOR PAPERS

Types of Paper for JAFEB:

Regular Article: This should describe new and/or carefully investigated findings, and research methods should be given in sufficient detail for other
to verify the work. Articles should be 5,000 - 7,000 words long to describe and interpret the work clearly. All regular research articles are peer-
reviewed by minimum 3 referees.

Short Communication Article: This short communication is suitable for reporting the results of small investigations or giving details of new models
innovative methods or techniques. The style of main sections does not need to conform to that of full-length papers. Short communications should b
usually 3,000 - 5,000 words long. Short communication articles are also peer-reviewed.

[Special Note: JAFEB does not publish the document types of Research Notes, Review Atrticles, Editorials, Book Reviews, Case Study Reports,
Working Papers, Memoirs, Professional Reports, Industry Reports, Experiments Notes, Policy Briefs, Opinions, Commentary, and Documentary.]

Article Content Selection Policy:

All accepted and published papers in JAFEB are equally qualified and successfully have gone through peer-review process. The
measurement of impact of the paper might be matriculated by a number of citations from solid ranking journals, however it takes several years after
publication. The foundation and editorial content selection policy of JAFEB as follows:

First Criteria: As the title of the Journal of Asian Finance, Economics and Business (JAFEB) indicates we arrange papers in order of discipline
(subject) and content of the paper:

1. Finance: Finance, Accounting, Financial Economics in Asia at large

2. Economics: Econometrics, Applied Economics, Development Economics in Asia at large

3. Business: Management, Marketing, Decision Sciences, Information Technology in international markets across borders and cultures

4. Social Sciences, Multidisciplinary: others in international markets across borders and cultures

Second Criteria: The JAFEB Editorial Board least likely accepts the papers in the field of study of History, Philosophy, Religion, Political and Legal
Issues, the Arts, Political Science, Military Sciences, Secularism, Nationalism, Education, Pedagogy, Professional Training, Natural Science, and
Mathematics. The JAFEB Editorial Board gives a priority to the research areas of Financial Econometrics, Financial Economics, Accounting and
Finance, Econometrics, International Economics, Economics, International Trade, Business Economics, Business Management, Business Ethics, C
(Corporate Social Responsibility), ESG (Environmental, Social and Governance), SRI (Socially Responsible Investing) and Interdisciplinary Studies.
Third Criteria: Control of Excessive Representation and Promotion of a Wide Diversity of Contributors and Country-of-Origin

1. Each issue is entitled to have included a maximum of less than 25% of the total from one specific economy/nation/country/market/region in the
issue, if applicable.

Self-Citation Restriction Policy:

The self-citation refers to when an author refers to the previous works written by him/her alone or in co-authorship and cites them. Self-cites are use
to compare current results of the research with earlier findings when continuing to study the same subject. It seems that the only reasonable solutior
for the issues of self-plagiarism, research integrity, and originality is to limit the amount of self-citations. JAFEB Self-Citation Restriction Policy
regulates that the self-citation level should not exceed 10% for authors and 20% for co-authors together and 10% for JAFEB. If the referenc
checker (software) finds that the author(s) break the rules, then the manuscript will be automatically rejected by the Desk Editor without
further review.

Submission:

In order to submit your paper, please send your manuscript and associated files in MS Word format by Email to the Editorial Office (Email:
jwlee119@yahoo.com). Authors are encouraged to include tables and figures as part of the main file. All manuscripts must be accompanied by a let
which indicates briefly why the article is suitable for publication in the Journal of Asian Finance, Economics and Business (JAFEB) and attests

that “The article has not been previously published and is not under review elsewhere®. All manuscripts must be prepared according to the
JAFEB submission guidelines.

Submission for the Double-Blind Peer Review:

JAFEB uses a double blind peer review process, which means the identities of the authors are concealed from the reviewers, and vice versa. To
facilitate this, please include the following separately:

Title page (with author details): This should include the title, authors' names, affiliations, acknowledgements and any Declaration of Interest
statement, and a complete address for the corresponding author including an e-mail address.

Main document (without author details): The main body of the paper (including the references, figures, tables and any acknowledgements) shoul
not include any identifying information, such as the authors' names or affiliations.

Editorial Head Office:

Anhui University of Finance and Economics (AUFE), School of International Economics and Trade
[Postal Address: 962 Caoshan Road, Bengbu City, Anhui Province, 233030, China]

Email: jwlee119@yahoo.com or jungwan.lee@aufe.edu.cn

ARTICLE PROCESSING CHARGE (APC)

JAFEB is an Open Access journal accessible for free on the Internet. Yet, the print and online publication process does involve costs including tho:
pertaining to setup and maintenance of the publication infrastructure, routine operation of the journal, processing of manuscripts through peer-reviev
editing, publishing, maintaining the scholarly record, and archiving. To cover these costs, the journal depends on APC also called Publication Fee
(US dollar $500 or Korean currency 600,000 Won) per article so that APC is mandatory. The cost of APC is very often assumed either by the

organization funding the research published in the article, or by the institution at which the author is employed or by the author oneself. Authors pay
one-time Article Processing Charge (APC) to cover the costs of peer review administration and management, professional production of articles in

PDF and other formats, and dissemination of published papers in various venues, in addition to other publishing functions. There are no surcharges
based on the length of an article, figures or supplementary data. [Important 1: Before the paper finally gets accepted, any payment or early paym
does not count any credit toward its final acceptance for publication.] After the external reviews completed if the paper gets accepted in favor
publication in the journal then an invoice for APC will be followed. Based on the invoice the author should make a payment for APC. For this reason
the corresponding author will be receiving an official invoice for USD500.00 (or Korean currency 600,000 Won) as for Article Processing Charge (AF
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for their upcoming publication with two payment options (the Publisher, Korea Distribution Science Association’s official e-Payment System or Bz
Wire T/T) within 7 days after the invoice having issued. [Important 2: There are no refunds for paid APCs whether the article has withdrawn,
cancelled, or removed even before its publication and after its publication. Once papers have been reviewed and accepted even though having it
withdrawn, cancelled, or removed in the process and/or before having it published, the paid APCs are non-refundable. Once papers have been
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Abstract

The objective of this study is to examine the effect of family ownership and family CEO on the dividend
policy of family firms by using the demographic characteristics of the CEO as a moderator. Dividend
policy is a decision taken by the firm in determining whether the profits earned by the firm will be
distributed to shareholders in the form of dividends or will be reinvested in the company as retained
earnings for future internal resources. Using samples from non-financial family firms listed on the
Indonesian Stock Exchange in 2013-2017, 93 firms were selected based on adequate data. We also used
logit regressions to provide robustness. The results show that family ownership and family CEO have a
positive effect on the dividend payout ratio. This finding supports the family income hypothesis. Among
CEO demographic characters, CEO age significantly strengthens the positive effect of family CEO on
dividend payout ratio. While CEO tenure does not significantly strengthen the positive effect of family
CEOs on dividend payout ratios. Meanwhile, leverage, ROA, and firm size significantly affect the
dividend payout ratio, but firm age does not significantly affect the dividend payout ratio.
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1. Introduction

According to a survey conducted by PriceWaterhouseCoopers (PwC) in 2014, 60 percent of listed
firms in Southeast Asia are family firms, with Indonesia owning 95 percent of family firms contributing
more than 25 percent of national GDP (Suprianto et al., 2019). This indicates that the majority of public
firms in Indonesia have ownership structures that are concentrated on the family. In general, Indonesia's
economic growth improved in 2018, reaching 5.17 percent, up from 5.02 percent and 5.07 percent in
2016 and 2017 (Suprianto et al., 2019). Indonesia's economic growth in 2018 was mostly driven by four
key industries. Among those four, the manufacturing industry was the most consistent, with growth that
remained consistent year after year (Setiawan & Vivien, 2021). Family firms are the most common type
of organization worldwide (Hennart et al., 2019; Dabellis et al., 2021), generating more than 70 percent
of global GDP each year. They dominate globally, representing more than a third of S&P 500 companies
in the US, more than 90% of European companies, and significantly contribute to economic growth in
Asia, Latin America, and Africa (Eddleston et al., 2008; Dabellis et al., 2021).

PricewaterhouseCoopers Family Business Survey Indonesia reports that in 2018, 44% of family
companies had one dominant owner, 22% had relatives who also owned the company, and an estimated
10% of shareholdings circulated among relatives. The concentration of family ownership, which is
dominated by the manufacturing industry, is 22%. From 2016 to 2018, family businesses in Indonesia
experienced an increase in income, from 42% in 2016 to 65% in 2018. Family firms are generally owned,
managed, and controlled by the family. This type of company has a strong family culture, which is
reflected in all of its policies, including financial ones (Wooldridge, 2015). Family businesses frequently
have family members on the management team and exercise cont(Gonzélez et al., 2014). According to
Chu (2011), one of the features of a family business is family members' involvement in the firm, such as
family members on the board of directors, who can actively influence company decisions. This situation
may result in a type Il agency conflict between majority and minority shareholders.

Dividend policy refers to the financial decisions made on whether to pay cash dividends now or
pay a higher dividend later. It's significant since it specifies the amount, method, type, and frequency of
dividend payments (Setiawan & Vivien, 2021). On the other hand, dividend policy and dividend payout
ratio can be used to reduce agency cost, which is the cost of resolving agency conflict. The dividend
payout ratio shows the ratio of net income distributed to shareholders and those retained as internal firm
funding. Dividends are the return on shares owned by investors, while capital gains are the difference
between the buying price and the selling price of the shares. Investors value dividends more than capital



gains, especially those relatively stable because they reduce income uncertainty for investors. In
Indonesia, family firms tend to exert a strong influence in determining dividend distribution policies
(Lace et al., 2013; Huang et al., 2012) and expropriate corporate assets by preferring to form retained
earnings rather than dividends (Chen & Young, 2010). Setia-Atmaja (2010) and Mulyani et al. (2016)
found that the dividends distributed by family firms tend to be smaller than firms with other ownership
structures.

Previous studies which examined the effect of family ownership on the dividend payout ratio had
different conclusions. Setia-Atmaja (2010), Benjamin et al. (2016), as well as Isakov and Weisskopf
(2015) found a positive effect of family ownership on dividends received by shareholders. Meanwhile,
Deslandes et al. (2016), Djebali and Belanes (2015), and Mulyani et al. (2016) found the opposite result
that family ownership has a negative effect on the dividend payout ratio. Briano-Turrent et al. (2020)
expanded the model to include the Chief Executive Officer (CEO) and discovered that CEOs who are
related to the firm's shareholders had a detrimental impact on the firm's dividend policy.

CEOs are generally considered the most important and strongest organizational actors (Minichilli
et al., 2010). Cannella and Holcomb (2005) stated that the characteristics of the group are relatively less
important than the characteristics of the leader. Meanwhile, Hambrick and Mason (1984), using upper
echelons theory, claimed that specific managerial demographics such as age, gender, education,
functional background, and years of service in the office may predict the organization's results. As a
result, business performance and policies are influenced by the CEOs’emographic traits. Unlike earlier
research in Indonesia (Mulyani et al., 2016; Setiawan et al., 2016; Setia-Atmaja, 2010), this study
investigates the dividend policy of family enterprises by incorporating a management approach in the
form of family CEOs' presence and demographic factors.

2. Literature Review and Hypothesis Development
2.1. Family Firms

In nine Asian countries, the ownership structure of public firms is concentrated, with 54 percent
of them held by families or family groupings (Claessens et al., 2000). According to Pukthuanthong et al.
(2013), a company is a family firm if the largest shares are held by the family of the company's founder,
either individually or collectively, being more than 20%, or can be owned by the family CEO and/or
chairman. The board comprises members of the founding family. In a family firm, the family can act as
a controlling shareholder. This shows that the shares invested by the family are quite large so that they
can influence the policies taken by the firm, such as dividend policy. With the large number of shares
owned by the firm, the family can decide policies that only benefit the family and harm the minority
shareholders. The findings of Moh'd et al. (1995) showed that when insiders owned a higher percentage,
this resulted in low dividend payments.

The difference in interests between the family as the majority shareholder and the minority
shareholder is known as the agency problem type I1. There are two types of agency conflict related to the
ownership structure. The first agency conflict describes the agency conflict between owner and
management, referred to as agency problem | (Jensen & Meckling, 1976). The second agency conflict
arises when majority shareholders work in their own best interests and take over minority shareholders
to maximize their utility (Pukthuanthong et al., 2013). This conflict is often referred to as agency problem
Il (Jensen & Meckling, 1976). In general, family businesses are less prone to agency problem | since
family members are involved in the firm's management and have access to information, resulting in their



interests being aligned with those of the firm's managers (Dwaikat et al., 2021). Family businesses are
especially vulnerable to the agency problems 11 between majority and minority shareholders, in which
dominant shareholders from families might use their power to benefit themselves at the expense of
minority shareholders (Claessens et al., 2000; Morck et al., 2005; Miller et al., 2014; Briano-Turrent et
al., 2020).

2.2. Family Ownership

Ding and Pukthuanthong (2013) classified a firm as a family firm if 20 percent or more of the
total shares are owned by family members individually or in groups. Family shareholders as founders
generally hold the majority shares of the company and have control rights to control company policies.
Majority shareholders with their substantial control often act in the interests of the majority shareholders
rather than the shareholders as a whole, thus harming the interests of minority shareholders especially in
the long term (Young et al., 2008). Faccio et al. (2001) showed that without proper supervision and
control, the family can carry out expropriation actions where shareholders (especially members of the
founding family) tend to take over the wealth of minority shareholders. Dividend policy can be a form of
abuse of the majority shareholder's power over the company's income (Pindabo et al., 2012). A high
dividend payout ratio could be viewed as a type of tunneling for the majority shareholder, as it avoids an
agency conflict between the majority and minority shareholders.

Through high dividends, the company's cash flow transfers to family shareholders who are the
majority and are considered positively by minority shareholders. High dividends benefit shareholders in
the near term, but they will burden the company in the long run because the company's investment capital
will be financed by debt. Minority shareholders who lack appropriate knowledge and information about
the company's strategic policies are often unaware of this situation. According to the family income
hypothesis, the amount of wealth invested by the family in the firm causes the family to desire a
sufficiently large return on dividend-paying shares to meet their needs (Issakov & Weisskopf, 2015). A
dividend payment policy can be used as a mechanism to achieve this goal. This is consistent with
Benjamin et al. (2016), who found that family ownership had a significant impact on dividend policy.
Furthermore, by paying higher dividends, the company can gain a good reputation among minority
shareholders. As a result, there will be unity because minority stockholders will not feel disadvantaged
by the majority.

Hai: Family ownership has a positive effect on dividend policy.
2.2. Family CEO

A distinguishing characteristic of family firms is the deep involvement of their owner-managers
in operations (James, 1999). Family firms generally involve their family members in their management
to reduce the risk of non-family conflicts of interest (La Porta et al., 2000). Jensen and Meckling (1976)
stated that the concentration of ownership and involvement of family members in top management such
as CEOs in family firms can reduce agency problems. Based on agency theory, a firm run by family
executives will benefit from lower agency costs because there is an alignment of interests and reduced
information asymmetry that occurs between owners and managers (Chrisman et al., 2004; Gomez-Mejia
et al., 2001; Jensen & Meckling, 1976; Miller et al., 2013, 2006). A dividend distribution policy,
according to Dwaikat et al. (2021), could be used to resolve agency conflicts. This occurs because the



owner and management are family members who want to ensure that the family business they run is well-
protected.

Minority shareholders, on the other hand, may suffer as a result of controlling shareholders
abusing substantial control to act in the best interests of their families and shareholders as a whole (Young
et al., 2008). Dividend policy is one type of control. Corporate shareholders can benefit from having
influence over high earnings. High dividends serve as a cover for transferring the company's cash flows
to the controlling shareholders. The use of such resources is not in the best interests of shareholders, but
this is usually compensated by the high dividend payout ratio, which is viewed favorably by non-family
shareholders. The company's high payouts are also related to the company's reputation within the family.
Companies pay dividends to gain a good reputation to obtain funds from the capital market, according to
La Porta et al. (2000), and one way to retain this good reputation is to pay dividends. Then the second
hypothesis in this study is:

H.: Family CEO has a positive effect on dividend policy.
2.3. Demographic Characteristics of Family CEO

Executive managers make strategic decisions that are crucial for the firm's survival (Ghardallou
et al., 2020). The family can greatly influence the firm by placing one of its members in the position of
CEO (Anderson et al., 2003). The central role of the CEO as an intermediary for shareholders and
management can certainly be influenced by those who control the firm making the CEO's personal traits
an important factor to consider in dividend policy. Through the upper echelons theory, Hambrick and
Mason (1984) showed that organizational outcomes can be predicted by certain managerial demographics
such as age, gender, education, functional background, and tenure in the office. Based on research
conducted by Cannella and Holcomb (2005), the group's characteristics are relatively less important than
the characteristics of its leader, namely the CEO. This is especially true for family-controlled firms, where
family CEOs exert a strong leadership influence on decisions and outcomes within a firm.

Hambrick and Mason (1984) proposed the upper echelon theory, which claims that a leader's
strategy reflects his cognitive values, which can be influenced by managerial factors such as age,
experience, education, and background. The leader can assess and understand the problem and identify
the capabilities possessed to overcome the problem and how the situation can be controlled based on
social, economic, and group aspects.

The moderating role of the director's age is based on the belief that older directors are
psychologically more secure and favor internal business funding over external funding as a form of risk
aversion (Hambrick & Mason, 1984). The term of office of the director is also influential because the
longer a director serves in a firm, the higher the capability and experience of the director, and the higher
his understanding and analysis of the firm's internal capabilities (Briano-Turrent et al., 2020). The third
hypothesis of this study is:

Hs: Demographic characteristics of Family CEO have moderator effects on dividend policy.

3. Research Methods and Materials

Using quantitative approach with pooled ordinary least square (OLS) regression model and logit
regression as robustness. The population in this study are firms listed on the Indonesia Stock Exchange



(IDX) in 2013-2017. The sample was determined using a purposive sampling method under the following
criteria: first, the sample firms are family firms included in the non-financial sector listed on the Indonesia
Stock Exchange in the 2013-2017 period. The financial sector annual reports follow a distinguished
reporting standard, therefore, we do not consider such firms. Second, family firms are identified with the
largest shareholder who holds a minimum of 20 percent of the total outstanding shares owned by
individual families or in groups of family members, and if there is a CEO, board directors, or board of
commissioners who are family members. Third, family firms must have positive net income in the 2013-
2017 period as negative net income disturbs the dividend payments. And last, firms with financial
statements ending on December 31 and using the Rupiah currency. Only 93 firms were fit to be analyzed,
resulting in 355 total observations.

The main dependent variable is the dividend (identified as DPR). It is part of the firm's net profit,
which is distributed to shareholders. In this study, the dividend was measured using dividend payout ratio,
a firm's D/E ratio using its annual dividend per share (DPS) divided by its earnings per share (EPS) in a
given year t. Dividend policy can be measured using the Dividend Payout Ratio (DPR), which measures
the proportion of net profit after tax is paid as dividends to shareholders. The bigger the DPR means that
lesser retained earnings are utilized for the firm's investment funding. The DPR can be calculated using
the formula:

DPRit — Dividend per Share (1)

Earning per Share

The first independent variable is family ownership (identified as FOWN). Family ownership is
the proportion of the number of shares owned by the family to the total number of shares outstanding.
The second independent variable is the family CEO (identified as FCEQ). A family CEO is a CEO who
comes from the firm's founding members or CEOs who have family ties to the controlling family
shareholders such as spouse, parents, children, or siblings known from the same last name, measured
using a dummy variable with a value of 1 if the CEO is a family member and is O if the CEO is not a
family member.

The moderating variable in this study consists of the age of the CEO (identified as CAGE), which
describes the period from the CEQO's birth to the year the observation was made. Then there is the CEO
tenure (identified as CTEN) is the CEQ's tenure in working or serving a firm. The term of office is
calculated from the appointment as CEO until the year of observation.

The first control variable is leverage (identified as LEV). A depiction of a firm's debt utilization
is used to finance the firm's operational activities. Total debt divided by total assets calculates this
variable. The second control variable, return on assets (identified as ROA), is the firm's ability to profit
after tax from operational activities using all firm-owned assets. The third control variable, firm age
(identified as AGE), shows how long the firm has been operating since it was founded until the research
was conducted. The fourth control variable, firm size (identified as SIZE), shows the size of a firm as
measured by the natural logarithm of total assets. We start with a pooled ordinary least square (OLS)
regression model to test Hypothesis 1 and Hypotheses 2, 3, and 4, respectively, with the model specified
below.

DPR; = o + f1FOWN; + [, LEV;, + B3ROA; + PLAGE; + BsSIZE + € @)

DPRit = BO + ﬁlFCEOit + IBZCAGEl't + ﬁ3CTENit + ﬁ4FCE0it * CAGElt + 35 FCEOlt * CTENlt +
ﬁ6LEVit + ﬁ7R0Ait + ,BgAGEit + ,BgSIZEit + & (3)



Where:

DPR = Dividend Payout Ratio
FOWN = Family Ownership
FCEO = Family CEO

CAGE =Ageof CEO

CTEN =Tenure of CEO

LEV = Leverage

ROA = Return on assets
AGE =Firm Age
SIZE =Firmsize

4. Results and Discussion

4.1. Descriptive Statistics

Table 1: Descriptive Statistics

Variables Minimum Maximum Mean Std. Deviation
DPR 0.0000 0.9976 0.2561 0.2298
FOWN 0.2108 0.9720 0.5973 0.1715
FCEO 0.0000 1.0000 0.6500 0.4770
CAGE 29.0000 80.000 55.6100 9.6830
CTEN 1.0000 46.000 14.7900 14.9270
LEV 0.0004 0.5606 0.1594 0.1168
ROA 0.0024 0.4110 0.0716 0.0527
AGE 5.0000 93.0000 34.2400 11.9900
SIZE 23.000 34.000 28.6300 1.6290

Table 1 presents the descriptive statistics of each variable used in this study. The DPR values
between 0.00% and 99,76% indicate a high diversity of dividend policies. The FCEO average of 0.65
indicates that most firms have CEOs who come from families. The lowest family ownership was 21.08%,
while the highest was 97.20%. Meanwhile, the average CEO age is 55 years, and the average length of
tenure is 14 years. From the financial side of firms, the average leverage is 15.94%, and the profitability
is relatively low, only 0.24%. The lowest age of the firm is five years, and the highest is 93 years, which
shows a fairly high diversity, while the firm size is relatively more homogeneous. In all variables, the
standard deviation value is lower than the average value. Thus, the data is clustered about the mean. To
obtain unbiased estimation results, we performed a classic assumption test on the regression results. The
largest value of variance inflation factor (VIF) is 1,619, proving no multicollinearity problem. The
heteroscedasticity test and Breusch-Godfrey test also showed no heteroscedasticity and autocorrelation
problems in the model. Thus the estimation results obtained are unbiased and reliable.

4.2. Pooled OLS Regression

Table 2 reports the regression results. The first column shows model 1, which shows that family
ownership is positive and significant at the 0.1 level. This indicates that family ownership has a positive
effect on the firm's dividend policy. When family ownership increases by 1 percent, the dividend payout
ratio will increase by 0.11 percent. This shows that the greater the ownership of family shares in a firm,
the higher the firm's dividends to shareholders. The agency theory view related to family ownership
shows that the family as the controller has greater access and power to abuse firm value at the expense of

7



minority shareholders (Easterbrook, 1984; Shleifer & Vishny, 1997; Mulyani et al., 2016). In line with
the family income hypothesis proposed by Isakov and Weisskopf (2015), the dividend policy can be used
to meet the family's income needs in the company, where the company can generate higher dividend
payments. This is due to the family's inability to sell shares to third parties to diversify their wealth and
meet their financial needs. This is consistent with existing studies such as Setia-Atmaja et al. (2016),
Yoshikawa and Rasheed (2010), Schmid et al. (2010), Sener and Selcuk (2019), Benjamin et al. (2016).

The second column shows that the presence of CEOs who came from controlling families is
significant at 0.05 level. When a member of the family serves as CEO of a family business, the dividends
paid out are larger. The findings of this study support the reputational hypothesis proposed by Isakov and
Weisskopf (2015) In a more general situation, if family members are actively involved in the company
as managers and on the board of directors, the company manager will provide enough dividends to satisfy
minority shareholders. Families will get a reputation for paying out bigger dividends to minority
shareholders and minimizing the usage of excess free cash flow. According to Setia-Atmaja (2016),
family businesses pay higher dividends than non-family businesses, demonstrating that families do not
use dividends to take over minority shareholders. La Porta et al. (2000) claimed that insiders pay higher
dividends when they expect to issue shares in the future, which supports this reputation-building behavior.

Table 2: Regression Results

1) )

Variables DPR DPR
(consan o s
s
FCEO '((2)'%61703*
o
Py
FCEO*CAGE ((369325;;
FCEO*CTEN ('3 'fgj)
Lev (0000, (0.000)
(0007 (0.007)
AGE (8:(1)83) (8:22421)
size (0.000) (0000)
R-SQUARE 0.163 0.201

Standard errors in parentheses,***p<0.01, ** p<0.05, * p<0.1

Among the demographic variables used, the regression results show that CEO tenure is significant
at 0.01 level, while CEO age does not significantly affect firm dividend policy. The negative coefficient
on the CEO's tenure suggests that the longer the CEQ's tenure in Indonesian family firms, the lower the
dividend payments to shareholders will be. The second column regression result shows a positive and
significant coefficient on the FCEO * CAGE variable among the interaction between family CEO and
CEO demographic characteristics. This indicates that family firms with older family CEOs pay more
dividends than younger family CEOs. According to studies by Mudrack (1989) and Peterson et al. (2001),
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individuals will become more conservative and ethical as they age. According to the upper echelon
theory, elderly CEOs are more conservative than younger CEOs due to lower physical and mental
endurance, stronger psychological commitment to the organization's established order, and a preference
for comfort in their professions (Hambrick & Mason, 1984). When family members are actively involved
in the firm as managers or the board of directors, the firm can pay dividends in sufficient amounts to
minority shareholders to keep them satisfied (Isakov & Weiskopf, 2015). This is consistent with the study
of Briano-Turrent et al. (2020) in Latin America. However, the interaction variable between CEO family
and CEO tenure (FCEO*CTEN) shows an insignificant effect.

Among the control variables, both models show consistent results. Firm size and return on assets
have a positive and significant coefficient at 0.01 and 0.1 levels. These findings are consistent with
existing research (Fama & French, 2001; Grullon et al., 2002; Subramaniam, 2018). Both models also
show that firm age does not have a statistically significant effect on firm dividend policy, but leverage
has a negative and significant coefficient at the 0.01 level. This is consistent with the findings of
Subramaniam (2018) in Malaysia and Briano-Turrent et al. (2020) in Latin America. The firm will
prioritize debt repayment, which will lead to reduced dividend payments.

4.3. Logit Regression

Table 3: Logit Regression Results

Variables D%)R D(Ii)R
(consan e e
FOWN ©v012)
FCEO (%%1711)
CAGE ('g 'fgg)
e
FCEO*CAGE (00%79553
FCEO*CTEN ('8'713%
Lev ©0.002) “(0.001)
0079 ©0.05)
AGE (8:(1)(1)2) (8:238)
size (0000) (0000,

Standard errors in parentheses,***p<0.01, ** p<0.05, * p<0.1

We conduct logit regression to provide additional evidence that family ownership and family CEO
positively affect dividend payments (Table 3). In addition, we do this as a robustness test of the model
used in this study. Thus, the model we use for logit regression is similar to Pooled OLS regression Eq.
(1) and (2). We only change the dependent variable into a dummy variable, with a value of 1 if the firm's
dividend payout ratio is higher than the average dividend payout ratio for all observations and 0 for the
others. The average value used is the average dividend payout ratio from all observations. Family firms
in 2013-2017 had an average dividend payout ratio of 24,98 percent.



High Dividend;, = By + BFOWN;, + B,LEV;, + BsROA;, + BLAGE;, + BsSIZE; + ¢ (4)

High Dividend;, = By + f1FCEO;; + B,CAGE;; + BsCTEN;, + B4FCEO;, * CAGE;; + 5 FCEO;; *
CTENit + ﬁﬁLEVit + ﬁ7R0Ait + ﬁSAGEit + ﬁgSIZEit + ¢ (5)

Table 3 reports the logit regression results. Both models show the same results as the pooled OLS
regression results reported in Table 2. The first column shows that family ownership is positively related
to high dividend payouts in family firms. The family CEO is positively related to the dividend payout
ratio in the second column and is significant at the 0.1 level. In the demographic variable of CEO, CEO
tenure has a positive and significant relationship with high dividends, while the age of CEO is not
significantly related. As an interaction variable, the interaction between CEO family and CEO age yields
a positive and significant coefficient. This demonstrates that the CEQO's age improves the positive
relationship between family CEOs and high dividends in Indonesian family businesses.

The results of this logit regression also show consistent results for the control variables. Leverage has
a negative and significant relationship with high dividends. In contrast, firm size and return on assets
have a positive and significant relationship with high dividend payments, but firm age is not significantly
related. All control variables were significant at either 0.01 or 0.1 levels.

5. Conclusion

This study aims to determine the effect of family ownership and CEO family on dividend policy
in family firms and the moderating effect of demographic characteristics of these CEOs. The data used is
family firms included in the non-financial sector listed on the Indonesia Stock Exchange in the 2013-
2017 period. The study results found that family CEO and family ownership have a positive effect on
dividend policy. Family companies that are owned, managed and controlled by members of a family as
the majority shareholder, are more likely to expropriate minority shareholders. Expropriation against
shareholder ownership can be carried out by combining overlapping ownership structures with decision-
making authority through usage. The family as the control holder has a great opportunity to utilize
company resources for their own benefit. Dividend distribution with a high ratio is the method of
expropriation chosen by the family. By setting a high dividend payout ratio, majority shareholders can
also reduce agency conflicts with minority shareholders.

We also conclude that CEO age as a moderating variable strengthens the positive influence of
family CEO on dividend policy. This means that older family CEOs tend to pay higher dividends. Older
age indicates a person's moral and ethical maturity, causing older family CEOs to tend to avoid
expropriation of minority shareholders and pay higher dividends. We found no evidence that CEO tenure
had a moderating effect on the positive influence of family CEOs on dividend policy. We believe the
family's position as the firm's controller to be too strong, thus the family's CEO's tenure will not be a
factor in setting the firm's financial policy, particularly in terms of dividend policy.

Meanwhile, leverage as a control variable has a significant negative effect on the dividend payout
ratio. The logical reason is that the firm will prioritize paying off debt compared to distributing dividends.
Due to the extensive use of debt by family firms, the majority of net income generated will be used to
pay fixed expenses such as interest to creditors. This is what leads to a reduction in the amount of
dividends distributed to shareholders. Firm size has a positive and significant effect on the dividend
payout ratio. Funds from the capital market can be used to meet the demands of companies that have
specified fund requirements. When a company's profitability, as measured by return on assets, is high, it
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can afford to pay bigger dividends. Furthermore, this research finds that the age of a company has a
positive correlation with dividend payouts.

Future studies can examine other demographic characteristics of the CEO that may have an impact
on the dividend policy of family firms. In addition, this study only focuses on family firms. Future studies
can test the same thing on government companies, private companies, foreign companies or test it as a
whole.
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