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Abstract: This research aims to determine the effect of institutional ownership, managerial ownership, and the board of
commissioners for agency costs in basic industrial sector companies and chemicals listed on the Indonesia Stock Exchange for
the period 2015-2019. The independent variables used in this study are institutional ownership, managerial ownership, and the
board of commissioners. Meanwhile, agency cost is the dependent variable used in this study. Secondary data is the data used
in this study with a total of 60 companies used as a population and 15 companies used as samples in companies in the basic
industry and chemical sectors. This study uses multiple linear regression and statistical analysis methods of classical assumption
test data. The results of this study indicate that institutional ownership has a positive influence on agency cost. However,
managerial ownership and board of commissioners variables have a negative effect on agency cost.
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1. Introduction

The capital market has a very important role for the economy of a country because the capital market is a
meeting place for companies that need funds for business development or additional working capital with parties
(the public) who have more funds to invest. The capital market in Indonesia consists of various kinds of industries,
one of which is the basic industry and chemicals. The basic industrial sector and chemicals are some of the sectors
that play an active and prominent role. This is because the basic industrial sector and chemicals can stimulate the
productivity of society. The industrial and chemical sectors have links to imported raw materials and have very
large initial investment requirements (Pudyastuti, 2000). The basic industry and chemical sectors have very clear
objectives because the basic industry and chemical sectors have the objective of meeting human needs in the long
term and indirectly the basic industry and chemical sectors illustrate the large role of society in carrying out the
production process. This makes investors increasingly interested in investing in the basic industry and chemical
sector (Christina, 2013). The products we use in our daily life are products made by basic industrial companies
and chemicals listed on the IDX. This sector consists of the cement sub-sector, the animal feed sub-sector, the
ceramics, glass and porcelain sub-sector, the metals and similar sub-sectors, the chemical sub-sector, the plastics
and packaging sub-sector, the wood and processing sub-sector, and the pulp and paper sub-sector.

Companies that are included in and participate in the basic and chemical industries consist of investors or
shareholders who invest in the company and managers or managers of the capital required by the company to carry
out its operational activities properly so that the company's goals can be achieved and generate optimal profits. For
this goal to be achieved by what is expected by both parties, a functional contractual agreement is needed so that
both parties (investors and managers) can carry out their duties properly and avoid agency conflicts.

Agency conflicts usually occur due to problems that arise between the two parties, namely investors and
managers. The difference in interests between investors and managers is an agency conflict that often occurs.
According to agency theory, agency conflict can occur because the company manager or management wants to
increase the wealth they have so that management is more concerned with itself to get optimal income compared
to the company's goals to be aimed at.

Company managers who have contributed highly to the performance they have done optimally to the company
also want to get feedback in the form of high wages or salaries by the performance that has been given to the
company. Likewise, on the other hand, company owners or shareholders often only want high-profit income for
themselves, which aims to increase the wealth they already have. The existence of differences in objectives like
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this or differences in interests that occur between the two parties that cause agency conflicts can be resolved or
minimized by incurring agency costs. In supervising the management's actions to carry out their duties properly
by the agreement between the two parties, namely investors and company managers, to achieve the company's
goals, agency costs are required.

In minimizing the conflicts that can occur between shareholders and stock managers, good corporate
governance is required. Company managers must apply a predetermined process or pattern in running the company
which aims to increase the income received by shareholders while still paying attention to the earnings of all parties
involved and having a high-performance contribution to the company. The implementation of corporate
governance can have a positive impact on all parties. The company's objectives will be achieved optimally and
agency conflicts can be minimized if the rights that should be obtained by both parties, namely investors and stock
managers are guaranteed. This will also benefit all parties concerned (Angelina, 2020).

Based on this explanation, the authors are interested in researching whether institutional ownership, managerial
ownership, and the board of commissioners can affect agency costs in basic industrial and chemical sector
companies listed on the Indonesia Stock Exchange for the period 2015-2019 or not. Agency cost is measured by
selling and general administrative (SGA), while corporate governance is measured using variables of institutional
ownership, managerial ownership, and the board of commissioners.

2. Literature review
Agency Theory

Agency Theory explains the separation relationship that occurs between the function of company management
performed by managers and the function of company ownership carried out by shareholders. This agency
relationship can occur when one party or shareholder employs another party or agent to provide services and then
delegates decision-making authority to the agent he trusts to manage the company. An increasing company value
accompanied by increased shareholder wealth is a goal desired by managers and shareholders because both will
benefit (Brigham, E. F., & Houston, 2011). However, sometimes managers act in their interests against the wishes
of shareholders so that conflicts that occur between managers and shareholders can be called agency conflicts. This
agency conflict itself can occur because managers whose rights are not fulfilled properly are due to shareholders
who are not responsible for providing appropriate wages or salaries (Wongso, 2013).

Agency Costs

There are differences in interests or because of asymmetric information that results in agency conflicts that
occur between shareholders or company owners and agents or managers, which can lead to agency cost Jensen and
Meckling (1976). Agency costs that occur due to agency conflicts consist of monitoring costs, bonding costs, and
residual losses according to (Wirahadi Ahmad, A., & Septriani, 2008). Monitoring costs are costs incurred by
shareholders to monitor, measure, observe and control the behavior of managers to act by predetermined contracts.
Examples of monitoring costs are audit fees, costs of establishing a manager's compensation plan, costs to impose
budget restrictions, and costs incurred to establish operating rules. Meanwhile, bonding costs are costs incurred by
managers to provide guarantees by establishing and complying with existing mechanisms so that managers can act
according to the wishes and interests of shareholders (Ayunitha, 2020). An example of these bonding costs is the
costs incurred by managers to provide financial reports to shareholders, where these costs can be incurred if these
costs can reduce monitoring costs. Residual loss is a cost incurred when managers take actions that are sometimes
different from actions that maximize shareholder interests. The agency cost formula is as follows:

Operating Expenses
TotalSales of

Agency Cost =

Corporate Governance

Every company must implement good corporate governance, so that the condition of the company can be said
to be healthy and good which allows it to attract investors to invest in the company because there is prosperity
given to shareholders or company owners and its company managers (Gitman, 2012). If a company fails to
implement corporate governance, then the company may experience financial difficulties which in turn will have
an impact on shareholders and managers of the company itself. Corporate governance consists of institutional
ownership, managerial ownership, the number of independent commissioners in the company, and the number of
directors in the company according to (Cinantya, I. G. A. A. P., & Merkusiwati, 2015).
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Meanwhile, the notion of corporate governance itself is corporate governance which explains the relationship
between various participants involved in a company which has a function to determine the direction and
performance of the company to create value for all interested parties according to Santoso, in (Kusanti, O., &
Andayani, 2015). According to Agusti in Kusanti (2015) explains that 5 basic principles of corporate governance
have been written in the general guidelines for good corporate governance in Indonesia, namely: transparency,
accountability, responsibility, independence, and fairness.

Institutional Ownership

Shleifer and Vishney, in Arianandini (2018) have an opinion that institutional ownership in a company can
improve supervision carried out by institutions to make it more optimal by playing an important role in monitoring,
disciplining, and influencing the performance of managers so that they are more careful in making decisions and
not taking opportunistic actions. Institutional ownership is the ownership of company shares owned by an
institution or institution such as insurance companies, investment companies, banks, and other institutional
ownership according to Permanasari, in (Arianandini, P. W., & Ramantha, 2018).

Damayanti and Susanto (2015) argue that institutional ownership based on the size and voting rights they have,
should be able to force managers to stay focused on their performance towards the company and avoid selfish
behavior so that managers can maximize shareholder welfare. Institutional ownership can be measured by the
proportion of shares owned by the institution at the end of the year which is expressed as a percentage with the
following formula:

X Institutional

Instituti Lo hip =
nstitutionat Uiwnersiip Shares X Outstanding Shares

Managerial

Ownership Managerial ownership is the ownership of company shares owned by the manager who also serves
as shareholders in the company (Christiawan, Y. J., & Tarigan, 2007). If a company has managerial ownership,
then a manager who is also a shareholder will certainly align his interests, policies, and decisions as manager and
shareholder. Managerial ownership can help unify interests between managers and shareholders, so that managers
can directly experience the benefits of the decisions taken and also bear the losses as a consequence of making
wrong decisions, so that the equality of These interests can minimize the occurrence of agency conflicts according
to (Hidayah, 2015). Managerial ownership is calculated by comparing the number of shares owned by the manager
at the end of the year with the total number of shares outstanding according to (Anita, A., & Yulianto, 2016).
Managerial ownership can be formulated as follows:

X Managerial Shares

Managerial Ownership = 2 Circulating Shares

Board of Commissioners

Independent commissioners are commissioners who have no family or business relationship with the directors
or shareholders which can affect their ability to act neutrally and independently in the interests of the company
according to Adam in (Candradewi, |., & Sedana, 2016). The existence of an independent board of commissioners
in a company can reduce agency problems and prevent opportunistic behavior because this board of commissioners
can function to supervise the company, to minimize agency costs. Candradewi and Sedana (2016) argue that the
board of commissioners is a supervisory body that has the authority to supervise directors and managers in each
of their activities in carrying out their operational activities to achieve company goals. If independent supervision
is weaker than the executive power in a company, it will have a negative impact on the downfall of the company.
Independent board of commissioners, measured using the proportion indicator for the number of commissioners
in the company with the following formula:

Board of Commissioners = X Members of the Board of Commissioners

3. Research Hypothesis

Based on the theoretical study and relevant research results that have been stated above, this research hypothesis
is formulated as follows:
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H1: Institutional ownership has a positive effect on agency costs for basic and chemical industrial companies
listed on the Indonesia Stock Exchange for the period 2015 - 2019

H2: Managerial ownership has a positive effect on agency costs for basic and chemical industrial companies
listed on the Indonesia Stock Exchange for the period 2015 - 2019

H3: The Board of Commissioners has a positive effect on agency costs in basic and chemical industrial
companies listed on the Indonesia Stock Exchange for the period 2015 - 2019

4. Research methodology

The research method used in this study uses a hypothesis through processing and statistical data testing, namely
by verificative descriptive analysis where the research results are processed, then conclusions are drawn (Issn &
Nariswari, 2020; Nugraha, N. M., & Riyadhi, 2019; Wijaya, 2020). The type of data used in this study is panel
data (Octavia, 2020; Susanti, 2020; Widajatun, 2020). Panel data is a type of data that is a combination of time-
series data processing and cross-section data processing (Nugraha, N. M., Fitria, B. T., Puspitasari, D., &
Damayanti, 2020; Susyana, 2021).

The unit of analysis of this research is the basic industrial sector companies and chemicals listed on the
Indonesia Stock Exchange during the study period 2015 to 2019. The population used in this study is 60 companies.
While the sample used in this study amounted to 15 companies. The purposive sampling method is used in this
study to select the companies to be studied (Setiawan, 2021; Taohid, 2021; Widajatun, 2019). The definition of
purposive sampling method, itself is a sample selection method using certain criteria in selecting the appropriate
sample (Amalia, 2020; Nugraha, 2021). The sample criteria used in this study, namely:

1. Basic Industrial and Chemical Companies listed on the Indonesia Stock Exchange in the 2015-2019
period.

2. Basic Industry and Chemical Companies that present their financial statements consistently during the
period of observation.

3. Basic Industry and Chemical Companies that have a Board of Commissioners in succession in their
company during the observation period.

4. Basic Industry and Chemical Companies which part of the shares are owned by the institution and
management respectively during the observation period.

5. Result and discussion
Panel Data Regression Results
Table 1. Panel Data Regression Results

Coefficie

Variable nt Std. Error t-Statistic Prob.

C 2.565643 0.282001 -9.097983 0.0000
0.554284

1.824832 1.01147

Institutional Ownership 0.0722 5
0.651586

-0.615308 -

Managerial Ownership 0.5403 0.400926
0.036835

-0.445313 -

Board of Commissioners 0.6574 0.016403

Source: Eviews Processed Data, 2021
Based on the panel data regression results above, the panel data regression equation model can be formed as
follows:

Y =-2.565643 C + 1.011475 X1- 0.400926 X2- 0.016403 X3 +e
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The regression equation above can be interpreted as follows: The

1. Constant in the regression model above is -2.565643 which indicates that at the time of institutional
ownership, managerial ownership, and the board of commissioners, the Basic Industry and Chemical Sector listed
on the Indonesia Stock Exchange is equal to zero, then agency fee (agency cost) will decrease by 2.565643.

2. The regression coefficient value for institutional ownership is 1.011475, indicating that if institutional
ownership increases by one unit, the agency cost in the Basic Industry and Chemical Sector listed on the Indonesia
Stock Exchange will increase by 1.011475.

3. The regression coefficient value of managerial ownership is -0.400926 indicating that if managerial
ownership increases by one unit, the agency cost in the Basic Industry and Chemical Sector listed on the Indonesia
Stock Exchange will decrease by 0.400926.

4, The regression coefficient value for the board of commissioners is -0.016403, indicating that if the
board of commissioners increases by one unit, the agency cost in the Basic Industry and Chemical Sector listed on
the Indonesia Stock Exchange will decrease by 0.016403.

F-Test Model
Table 2. Result of F-Test

R-squared 0.126835  Mean dependent var 0.163295
0.12612

Adjusted R-squared 0.089940  SD dependent var 6
1.02787

SE of regression 0.120321  Sum squared resid 5
1.66141

F-statistic 3.437781  Durbin -Watson stat 1

Prob (F-statistic) 0.021331

Source: Eviews Processed Data, 2021

Based on the f model test table above, it can be seen that the probability Feaicuiates has a smaller value of 0.021331
of 0.05, which indicates that the variables of institutional ownership, managerial ownership, and the board of
commissioners have a linear relationship with agency cost or the estimation model used in the study is correct at
the 95% confidence level.

Determination Coefficient Test (R?)

Based on table 2. above in the Adjusted R-squared section, you can see the magnitude of the determination
coefficient in the research model (R?) equal to 0.089940 or by 8.99%, which means that the variation in the
dependent variable is the cost of the agency (agency cost) can be explained by variations in the independent
variables are institutional ownership, managerial ownership, and the board of commissioners. While the rest,
91.01% is influenced by other variables not included in this study.

Hypothesis test (t-test)

Table 3. Result of t-Test

Variable t count Conclusions
Institutional Ownership (Xy1) 1.824832 0.0722 Not Significant
Managerial Ownership (Xz) -0.615308 0.5403 Not Significant

BOC (Xa) -0.445313 0.6574 Not Significant

Source: Eviews Processed Data, 2021
Based on the results of the hypothesis test above, it shows that the institutional ownership variable has a positive
effect on agency costs. Meanwhile, managerial ownership and board of commissioners variables have a negative
effect on agency costs.

6. Conclusion
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This study aims to determine the factors that can affect Agency Cost by using independent variables consisting
of Institutional Ownership, Managerial Ownership, and the Board of Commissioners in the basic industrial sector
and chemical companies listed on the Indonesia Stock Exchange in 2015-2019 period. Based on the results of the
research and analysis that has been carried out, the conclusions are as follows:

1. Institutional ownership (X1) has a positive effect on agency cost (Y) in basic and chemical industrial
companies listed on the Indonesia Stock Exchange for the period 2015-2019

2. Managerial ownership (X2) has a negative effect on agency cost (Y) in basic and chemical industrial
companies listed on the Indonesia Stock Exchange for the period 2015-2019

3. The board of commissioners (Xs) has a negative influence on agency cost (Y) in basic and chemical
industrial companies listed on the Indonesia Stock Exchange for the period 2015-2019

7. Reference

1. Amalia, S. etal. (2020). The Influence of the Financial Ratio to the Prevention of Bankruptcy in Cigarette
Manufacturing Companies Sub  Sector. Solid State  Technology, 63(3), 4173-4182.
http://solidstatetechnology.us/index.php/JSST/article/view/3058

2. Angelina, S. et al. (2020). Effects of Monetary Policy on Inflation and National Economy Based on
Analysis of Bank Indonesia Annual Report. Technium Social Sciences Journal, 10(1), 423-435.
https://doi.org/10.47577/tssj.v10i1.1300

3. Anita, A., & Yulianto, A. (2016). Pengaruh kepemilikan manajerial dan kebijakan dividen terhadap nilai
perusahaan. Management Analysis Journal, 5(1).

4. Arianandini, P. W., & Ramantha, I. W. (2018). Pengaruh profitabilitas, leverage, dan kepemilikan
institusional pada tax avoidance. E-Jurnal Akuntansi, 22(3), 2088-2116.

5. Ayunitha, A. et al. (2020). Does the Good Corporate Governance Approach Affect Agency Cost? Solid
State Technology, 63(4), 3760-3770. http://solidstatetechnology.us/index.php/JSST/article/view/3199

6. Brigham, E. F., & Houston, J. F. (2011). Dasar-dasar Manajemen Keuangan Terjemahan Edisi 10.
Jakarta: Salemba Empat.

7. Candradewi, I., & Sedana, I. B. P. (2016). Pengaruh kepemilikan manajerial, kepemilikan institusional
dan dewan komisaris independen terhadap Return On Asset. E-Jurnal Manajemen, 5(5).

8. Christiawan, Y. J., & Tarigan, J. (2007). Kepemilikan manajerial: kebijakan hutang, kinerja dan nilai
perusahaan. Jurnal Akuntansi Dan Keuangan, 9(1), 1-8.

9. Cinantya, I. G. A. A. P., & Merkusiwati, N. K. L. A. (2015). Pengaruh corporate governance, financial
indicators, dan ukuran perusahaan pada financial distress. E-Jurnal Akuntansi, 10(3), 897-915.

10. Damayanti, F., & Susanto, T. (2015). Pengaruh komite audit, kualitas audit, kepemilikan institusional,
risiko perusahaan dan return on assets terhadap tax avoidance. Esensi: Jurnal Bisnis Dan Manajemen,
5(2).

11. Gitman, 1. (2012). Principles of managerial finance 13th edition. Massachusetts: Addison-Wesley
Publishing Company.

12. Hidayah, N. (2015). Pengaruh Investment Opportunity Set (los) Dan Kepemilikan Manajerial Terhadap
Nilai Perusahaan Pada Perusahaan Property Dan Real Estat Di Bursa Efek Indonesia. Jurnal Akuntansi,
19(3), 420-432.

13. Hussain, H.1., Kot, S., Kamarudin, F. & Yee, L.H. (2021) Impact of Rule of Law and Government Size
to the Microfinance Efficiency, Economic Research, doi:10.1080/1331677X.2020.1858921

14. Issn, V. O. L. N. O., & Nariswari, T. N. (2020). Finance & Banking Studies Profit Growth : Impact of
Net Profit Margin , Gross Profit Margin and Total Assets Turnover. 9(4).

15. Kusanti, O., & Andayani, A. (2015). Pengaruh Good Corporate Governance dan Rasio Keuangan
Terhadap Financial Distress. Jurnal llmu Dan Riset Akuntansi (JIRA), 4(10).

16. Nugraha, N. M., & Riyadhi, M. R. (2019). The Effect of Cash Flows, Company Size, and Profit on Stock
Prices in SOE Companies Listed on Bei For the 2013-2017 Period. International Journal of Innovation
Creativity and Change, 6(7), 130-141. https://www.ijicc.net/index.php/volume-6-2019/60-vol-6-iss-7

17. Nugraha, N. M., Fitria, B. T., Puspitasari, D., & Damayanti, E. (2020). Does Earning Per Share (EPS)
Affected By Debt To Asset Ratio (DAR) And Debt To Equity Ratio (DER)?. Paldrch’s Journal of
Archaeology of Egypt/Egyptology, 17(10), 1199-1209.

18. Nugraha, N. M. et al. (2021). Does sales growth, asset structure, company size and cash flow stability
affect stock prices? Management and Entrepreneurship: Trends of Development, 1(15).

19. Octavia, D. et al. (2020). Pengaruh Keputusan Investasi, Keputusan Pendanaan, Dan Kebijakan Dividen
Terhadap Nilai Perusahaan Pada Sektor Aneka Industri Yang Terdaftar Di Bursa Efek Indonesia Periode
2014-2018. Jurnal Computech & Bisnis, 14(1), 01-09. https://doi.org/10.5281/zenodo.3928952

20. Pudyastuti, E. (2000). Analisis Pengaruh Return Pasar, Tingkat Inflasi, Tingkat Suku Bunga Deposito

1386



Turkish Journal of Computer and Mathematics Education ~ Vol.12 No.8 (2021), 1381-1387

Research Article

21.

22.

23.

24.

25.

26.

217.

28.

29.

Terhadap Return Saham Individu Pada Industri Dasar & Kimia Yang Terdaftar Di BEJ Periode 1997-
1999. Semarang: Doctoral dissertation, program Pascasarjana Universitas Diponegoro.

Setiawan, M. R. et al. (2021). Pengaruh Struktur Modal, Perputaran Modal Kerja, dan Ukuran Perusahaan
Terhadap Nilai Perusahaan. Owner: Riset Dan Jurnal Akuntansi, 5(1), 208-218.
https://doi.org/10.33395/owner.v5i1.383

Susanti, N. et al. (2020). Implications of Intellectual Capital Financial Performance and Corporate Values
(Studies on Goods and Consumption Sector 2013-2017 period). International Journal of Psychosocial
Rehabilitation, 24(7), 6588-6599. https://doi.org/10.37200/1JPR/V2417/PR270623

Susyana, F. I. et al. (2021). Pengaruh Net Profit Margin, Return On Assets, dan Current Ratio Terhadap
Pertumbuhan Laba. JEMPER (Jurnal Ekonomi Manajemen Perbankan), 3(1).

Taohid, M. G. R. et al. (2021). Does Work Discipline Affected By The Working Environment And Work
Motivation?. Economics, Ecology, Socium, 5(1).

Widajatun, V. W. et al. (2019). Kejadian Aksi Teroris Dan Dampaknya Pada Performa Nilai Tukar Dolar
Amerika dan Performa IHSG. Jurnal Muara Ilmu Ekonomi Dan Bisnis, 3(1), 141-155.
https://doi.org/10.24912/jmieb.v3i1.3415

Widajatun, V. W. et al. (2020). Effect of Profitability on Firm Values With Managerial Ownership As a
Variable Control (Construction and Building Sub Sector Listed in the Indonesia Stock Exchange for the
2014-2018 Period). International Journal of Psychosocial Rehabilitation, 24(7), 7220-7229.
https://doi.org/10.37200/1JPR/\VV2417/PR270690

Wijaya, J. H. et al. (2020). Peramalan Kinerja Perusahaan Perbankan Tahun 2017 Yang Terdaftar Di
Bursa Efek Indonesia Dengan Metode ARCH-GARCH. BISMA: Jurnal Bisnis Dan Manajemen, 14(2),
101-108. https://doi.org/10.19184/bisma.v14i2.17512

Wirahadi Ahmad, A., & Septriani, Y. (2008). Konflik Keagenan: Tinjauan Teoritis dan Cara
Menguranginya. Jurnal Akuntansi & Manajemen, 3(2).

Wongso, A. (2013). Pengaruh kebijakan dividen, struktur kepemilikan, dan kebijakan hutang terhadap
nilai perusahaan dalam perspektif teori Agensi dan teori signaling. Jurnal limiah Mahasiswa Manajemen,
1(5).

1387



