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FINANCIAL ECONOMICS | RESEARCH ARTICLE

Dividend policy, CEO Narcissism, and its influence 
on companies in Indonesia: A Behavioral Theory 
of the Firm approach
Vera Oktari1,2 and Wiwiek Dianawati1*

Abstract:  In the concept put forward by the Behavioral Theory of the Firm (BTF), the 
policies implemented must provide added value to the company. In their prepara
tion, policies will be heavily influenced by decision-makers behavior. This study was 
conducted to see the company’s value dividend policy and the impact of CEO 
Narcissism in that policy. This empirical research involved companies indexed by 
Kompas 100 from 2011 to 2019 and was tested using Moderated Regression 
Analysis (MRA). This study confirms that dividend policy is a signal for increasing 
firm value, so this policy deserves further attention from management. CEO 
Narcissism drives the increased value generated by the dividend policy and acts 
as pure moderation. This result is also strengthened by the robustness test con
ducted on Tobin’s Q to measure firm value. This research is the first study to 
examine the moderating effect of CEO Narcissism on dividend policy and its impact 
on firm value. Through the findings of this research, it is hoped that this study will 
contribute to the Behavioral Theory of the Firm and become a guide for companies 
to pay attention to the dividend policy formulation process so that it provides value, 
both for shareholders and for the company.

Subjects: Asian Studies; Economic Psychology; Management Accounting; Strategic 
Management; Leadership; Finance 

Keywords: behavior; CEO characteristic; CEO Narcissism; dividend policy; firm value; 
strategy

1. Introduction
The phenomenon of stock trading in Indonesia is fascinating. We explored the Indonesia Stock 
Exchange’s Kompas 100 Index, which summarizes companies with good fundamentals. From 2011 
to 2019, we compared notable trends for further research. Graph 1 below compares the Kompas 
100 Price Index and company value, as measured by the market to book value and Tobin’s Q. As an 
illustration of developments and interest in transactions on the stock market, the graph shows an 
increasing trend of the Kompas 100 Price Index. However, the company’s value tends to decrease. 
This picture raises the question of why interest in investing in Kompas 100 sector stocks is 
increasing. At the same time, the average company value shows a trend that tends to stagnate 
or even decline.
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In general, stock trading is carried out by capital owners with the hope that the investment 
made in certain company shares will provide a return in the future. As the main return, dividends 
are expected by the owners of capital. Giving dividends is also a strategy or policy that ultimately 
positively influences the company. Spence (1973), stated that the announcement of dividends is 
a positive signal for shareholders, which can reduce uncertainty and cause shareholders to be 
willing to invest their capital. Hence, it has a positive effect on firm value. Several other studies also 
support the signaling theory and state that dividend policy is an investment-attractive strategy 
that can be used as a managerial consideration and is believed to increase firm value (Baker & 
Powell, 2000; Baker et al., 1999, 2006, 2012; Salteh, 2013; Tahir et al., 2020; Tyastari et al., 2017; 
Yousaf et al., 2019). Baker et al. (2006) also stated that management must design a dividend policy 
to generate maximum shareholder value. The dividend is a policy that companies can use to 
attract investment and provide added value to the company.

However, in fact, not all theories and research results assume that dividends will have a positive 
effect on firm value. Miller and Modigliani (1961) in their research that produced the dividend 
irrelevance theory, stated that there is no relevance between dividend payments and firm value. 
This theory is also supported by empirical studies on firm value dividend payout policy (Bakri & 
McMillan, 2021; Ohlson & Johannesson, 2016; Zanon et al., 2017). Baker and Wurgler (2004) 
support the dividend irrelevance theory and produce the Dividend Catering Theory, which states 
that managers pay dividends only to provide what current investors want. Meanwhile, Budagaga 
(2021) and Parkinson (2012) state that management prioritizes investing in future projects and will 
distribute dividends when all financial needs are met. The dividend rate may also affect the 
manager’s ability to invest in new projects, causing the manager to want to cut dividends to 
take good, value-added projects, or he may want to pay high dividends to reduce free cash flow to 
commit himself not to take bad projects and negative impact on the company (Fairchild, 2010).

From the description of the inconsistencies in the research results on dividend policy above, the 
preparation of policies must be carried out carefully so that these policies provide added value to 
the company. The Behavioral Theory of the Firm (BTF) put forward by Cyert and March (1963) is 
a theory of corporate behavior that integrates firm and organizational theory and links internal 
and external factors to the decision-making process. Todeva (2014) states that many rational and 
irrational factors are mixed in the company’s policy-making process, and one of these two factors 
is power.

The Chief Executive Officer (CEO) is a source of corporate strength whose role is important in 
creating innovative strategies and as a leader in creating value for stakeholders (Hamori & 
Kakarika, 2009; Papadakis, 2007; Quinn, 1985). With his/her power, the CEO gets benefits and 
convenience to pursue his interests and override the interests of shareholders (Mehdi et al., 2017). 
This is the reason why the behavioral aspects of the CEO are interesting to be further investigated.
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Given the increasing number of relationships found between strategy, corporate values, and 
decision-making behavior, CEOs’ psychological characteristics are currently getting more and more 
attention. Some of the psychological characteristics of CEOs who have been studied for their 
influence on key organizational decisions are CEO Hubris (Carnahan et al., 2010; Cormier et al.,  
2016; Kouaib et al., 2021), CEO Power (Chiu et al., 2021; Sheikh, 2018), CEO Overconfidence (Aktas 
et al., 2019; Galasso & Simcoe, 2011; Gao & Han, 2020), to CEO Narcissism, and CEO Narcissism 
appear to be more prominent in shaping and influencing strategy and the results obtained by the 
company (Aabo & Eriksen, 2018; Al-Shammari et al., 2019; Chatterjee & Pollock, 2017; Higgs, 2009).

Narcissism is a character characterized by the need for high self-esteem, attention, personal 
superiority, low social empathy, and willingness to manipulate to achieve their needs (Bogart et al.,  
2004; Braun et al., 2018; Brown et al., 2009; Emmons, 1987; Nevicka et al., 2011; Wallace & 
Baumeister, 2002). Narcissistic CEOs prefer media coverage to high compensation to fulfill their 
need to be the center of attention (Aabo et al., 2022). A CEO with a narcissistic personality will 
prioritize his position, interests, and personal goals. Because policies are made that are no longer 
oriented to company needs, in the end, the strategies or policies made will impact the dynamics of 
the company’s strategic actions (Chatterjee & Hambrick, 2007; Salehi et al., 2021). Buyl et al. 
(2019) stated in their research that CEOs with narcissistic characters will increase the risks inherent 
in organizational policies, so it can be concluded that CEOs with narcissistic characters will worsen 
business conditions. Thus, CEO Narcissism is expected to influence business continuity negatively.

Several other research results also show that CEO Narcissism has a negative influence on the 
company (Aabo, 2021, Agnihotri & Bhattacharya, 2021; Al-Shammari et al., 2019; Buchholz et al.,  
2018, 2020; García-Meca et al., 2021; Lin et al., 2020; Oesterle et al., 2016). In the stock market, 
there has been an unfavorable reaction to announced acquisitions by companies led by narcissistic 
CEOs (Aabo et al., 2020). Narcissistic CEOs also influence unethical leadership (Blair et al., 2017), 
which controls everything to suit their expectations without listening to their subordinates, so this 
behavior reduces employee innovation (Schmid et al., 2021).

Although some previous research results show a negative context for a CEO with a narcissistic 
character, other research results show that narcissism has a positive value for companies (Brunzel,  
2021, Byun & Al-shammari, 2021; Fung et al., 2020; Marquez-Illescas et al., 2019; Schmid et al.,  
2021; Zhang et al., 2021; Zhou et al., 2019). CEO Narcissism was found to strengthen external 
Corporate Social Responsibility (CSR) relationships with Green Technology Innovation (Yang et al.,  
2021). Zhu and Chen (2015) found that a CEO with a narcissistic character will strengthen the 
influence of the CEO’s experience on corporate strategy but weaken the effect of the experience of 
other board members on corporate strategy. Braun (2017) also conclude that leaders with narcis
sistic characters are often seen as charismatic leaders, who are more skilled at communicating 
their vision boldly, dare to make mergers and acquisitions, and invest in internationalization and 
new technologies. From the description above, the narcissism of a CEO has two sides, the influence 
of which is positive and negative to the company.

This research is the first study to examine the moderating effect of CEO Narcissism on the 
relationship between dividend policy and firm value. To date, there are limited evidence on CEO 
Narcissism as moderating, and most of the studies test the direct effect of CEO Narcissism on 
firm’s outcomes. For example, most of the studies examine a direct relationship between CEO 
Narcissism and company performance (Al-Shammari et al., 2019; Bajo et al., 2021; Chatterjee & 
Hambrick, 2007; Mahmood et al., 2020; Tang et al., 2018; Yook & Lee, 2020), while other studies 
focus on innovation and growth (Chatterjee & Hambrick, 2011; Ingersoll et al., 2019) and risk- 
taking (Aabo et al., 2020; Aktas et al., 2016; Buyl et al., 2019; Chatterjee & Hambrick, 2007, 2011; 
Ham et al., 2018).

The results of this study indicate that the consistency of the dividend policy provides a positive 
signal in demonstrating the company’s ability to provide the return desired by the capital owner. 
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This research also shows the positive impact given by the CEO with a narcissistic character in 
strengthening the results given by the dividend policy on the company.

This research contributes to several aspects. First, this research contributes to the behavioral 
theory of the firm to provide an understanding of the importance of making policies that add value 
to companies. Apart from contributing to theoretical and empirical development in responding to 
the inconsistency of research results regarding dividend policy, this research also provides evi
dence of the influence of decision-making behavior in creating added value for companies through 
their policies, especially for Indonesia which is unique in its capital market. For Finally, this study 
also contributes to develop a proxy measure of CEO Narcissism that we do with measurement 
modifications.

In the next section, the literature review and hypothesis development framework will be 
discussed in section 2. Then, the research methodology and operational definitions are described 
in section 3, followed by research results and discussion in section 4, and findings and conclusions 
in section 6.

2. Literature review and hypotheses development

2.1. Behavioral theory of the firm
Behavioral theory of the firm (BTF) is an approach in economics that focuses on individual behavior 
in decision-making. BTF is also known as decision theory, which explains that a decision must be 
made by considering the added value that can be obtained from the decision (Todeva, 2014). Like 
other policies, it is important to review dividend policy more carefully by decision-makers because 
dividend policy also includes the consequences of using company cash to be distributed to share
holders and whether decisions related to giving dividends will impact increasing company value. 
Some previous research results found that dividends are a positive signal favored by capital owners 
(Baker & Powell, 2000; Baker et al., 2006; Tahir et al., 2020; Tyastari et al., 2017; Yousaf et al.,  
2019). So that when the company announces that it will pay dividends, it will increase the desire of 
capital owners to invest in company shares, thus affecting increasing company value.

Cyert and March (1963) stated that in formulating a policy, there are rational and irrational 
elements to consider, as well as conflicts with limited information, uncertainty, and cognitive 
biases. BTF, in its approach, is believed to be more holistic because this theory believes other 
factors must be considered, such as psychological, social, and institutional factors. Todeva (2014) 
states that the preparation of a decision is made through a process in which all rational and 
irrational factors are mixed and are influenced by several things, one of which is power. Higgs 
(2009), in his research, stated that power is something that can be utilized by a leader and causes 
unethical behavior.

In the context of psychology, character is something that can trigger power abuse and unethical 
behavior. Leaders in the company are very vulnerable to being suspected of fulfilling their desires 
using their power, and it is also possible that the decisions they make are not for the organization 
but for themselves. One of the interesting behavioral studies conducted on CEOs is narcissism. CEO 
Narcissism is the fundamental personality of a CEO, who is self-focused, has high self-esteem and 
needs attention, and personal superiority so that he dares to manipulate just to meet his own 
needs (Chatterjee & Hambrick, 2007; Emmons, 1987; Raskin & Terry, 1988). Narcissism is also 
believed to be dominant and causes bad behavior in leaders (Higgs, 2009).

Nonetheless, CEO Narcissism also has a positive influence on the company (Byun & Al- 
Shammari, 2021; García-Meca et al., 2021; Sari et al., 2022; Zhu & Chen, 2015; Brunzel, 2021; 
Fung et al., 2020; Schmid et al., 2021; Zhang et al., 2021; Zhou et al., 2019). A CEO who is widely 
known, especially if the public remembers him because of his achievements, will have a good 
impact on the company (Hayward et al., 2004; Kucharska & Mikołajczak, 2018; Lee et al., 2020; 
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Wade et al., 2006). CEOs with narcissistic characteristics are often seen as charismatic and reliable 
communicators (Braun, 2017), so they can increase creativity (Zhou et al., 2019) and ultimately 
affect company performance (Byun & Al-Shammari, 2021; Sari et al., 2022). Based on the descrip
tion above and as a reference for preparing hypotheses, we can model this research framework as 
Figure 1.

2.2. Hypotheses development

2.2.1. Direct effect of dividend policy to firm value
A dividend policy is a decision made by a company regarding whether to distribute dividends to 
owners or not, including the dividend amount. The dividend payment policy to shareholders is 
determined by company management based on company strategy (Dinh Nguyen et al., 2021). 
Dividends themselves are taken from the net profits earned by the company in a certain period, 
hoping that giving dividends can signal the company’s ability to provide returns for shareholders 
and bring added value to the company.

Research related to dividend policy so far has had two contradictory directions. Black (1976) 
describes dividends as a puzzle, where the harder we look at the dividends picture, the more it 
seems like a puzzle, with pieces that just do not fit together. It is also like existing theories, which 
have two opposite directions. Miller and Modigliani (1961) put forward the theory of dividend 
irrelevance, stating that dividend policy cannot affect the company because the company’s 
value is only influenced by the level of profitability generated by the company’s assets and 
management competence. Lintner (1962) states that compared to fluctuating capital gains, 
investors prefer to obtain something with high certainty, such as dividends. The signaling theory 
put forward by Spence (1973) also explains that dividend announcements can be a positive signal 
anticipated by the market, especially if the amount announced exceeds market expectations. 
Conversely, announcing dividends with a lower amount than market expectations can also be 
a negative signal that the market interprets as a future failure in the company’s financial 
performance.

Giving dividends is a signal given by management, describing the company’s ability to provide 
added value to the investments made by shareholders. In making a dividend policy, management 
must look at the company’s condition so that the policies set are expected to increase the 
company’s value. Previous research has proven that dividend policy is an investment-attractive 

CEO Narcissism

Firm ValueDividend Policy

Size
Leverage

Company age
ROA
ROE

CEO Age
CEO Gender
CEO Tenure

CEO Education

Behavioral Theory of the Firm

Figure 1. Research framework.
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strategy that can be used as a managerial consideration and is believed to increase firm value 
(Baker & Powell, 1999, 2000; Baker et al., 2006; Hunjra et al., 2014; Kim & Kim, 2020; Tahir et al.,  
2020; Tyastari et al., 2017; Yousaf et al., 2019; Zakaria et al., 2012; Salteh et al., 2013).

H1. Dividend policy has a positive effect on firm value

2.2.2 The moderating effect of CEO narcissism on the relationship between dividend policy 
and firm value
Narcissism in the world of psychology is described as a psychological construct of a person, with 
characteristics such as high self-esteem, high pride, success, power, confidence, and feeling 
special, demands for admiration and attention, reinforcement of self-image from external adula
tion and praise, and recognition and acceptance (Cragun et al., 2020; Emmons, 1987; Roche et al.,  
2013; Wallace & Baumeister, 2002). Narcissism has two innate elements, namely cognitive and 
motivational. Cognitive elements are related to belief in one’s strengths and abilities, and motiva
tional elements are related to the desire to receive recognition, attention, and praise (Miller et al.,  
2008). These two elements come together and form human character who wants to get attention 
and praise for their achievements or abilities.

CEO narcissism is a characteristic of a leader in a company who always prioritizes his position of 
interests and personal goals and has a negative influence on the dynamics of corporate strategy, 
which is often associated with information asymmetry (Buyl et al., 2019; Chatterjee & Hambrick,  
2007; Lin et al., 2020; Salehi et al., 2021). CEO narcissism can also be interpreted as an attitude of 
excessive self-love or pride in himself, leading to an attitude that prioritizes his interests, which can 
impact the policies taken. Aabo et al. (2022) also found that narcissistic CEOs prefer to get publicity 
from the media compared to high compensation. It can be concluded that a narcissistic CEO will 
greatly affect the achievement of company goals.

Associated with the behavioral theory of the firm, policies as guidelines and directions for the 
company should provide added value if prepared using actual conditions. However, if the policy is 
ridden by other interests outside the company’s goals, then it is not profit but risk that will be 
obtained. A dividend policy is one way to maximize shareholder welfare. However, CEOs with 
narcissistic characteristics often make policies only to fulfill their need for recognition and praise. 
It can be concluded that the narcissistic character of a CEO will also influence the added value 
created for the company by the dividend policy.

Some previous research results show the negative impact that the narcissistic character of a CEO 
has, both the impact on policy and strategy (Aabo et al., 2020; Agnihotri & Bhattacharya, 2019; She 
et al., 2019; M; Al-Shammari et al., 2019; Buchholz et al., 2018; Chatterjee & Hambrick, 2007; 
Oesterle et al., 2016; Scotter Van, 2020), managerial (Agnihotri & Bhattacharya, 2021; Anninos,  
2018; Wang et al., 2021; Zhou et al., 2021), as well as ethics (Blair et al., 2017; Buchholz et al.,  
2020; García-Meca et al., 2021; Kontesa et al., 2021; Lin et al., 2020; Rijsenbilt & Commandeur,  
2013). Acquisition policies can harm market reactions if carried out by CEOs with a narcissistic 
character (Aabo et al., 2020), and have an impact on reducing the completeness of information but 
accelerating decision-making, so it has the potential to harm the company (She et al., 2019). CEOs 
with narcissistic characteristics will also narrow opportunities for employees to express ideas (Zhou 
et al., 2021), and narcissistic CEOs do not hesitate to manage earnings (Kontesa et al., 2021).

In addition to the negative side, several other research results found a positive side to the 
narcissistic character of a CEO toward the company (Braun, 2017; Brunzel, 2021, Byun & Al- 
Shammari, 2021; Fung et al., 2020; Yang et al., 2021; Zhou et al., 2019). Braun (2017) in his 
research results, shows that even though narcissistic CEOs pay little attention to other people, 
they are charismatic leaders who dare to communicate their vision and invest in technological 
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innovation. Some of the results of this research show that narcissistic CEOs also have a role in 
positively impacting the company.

CEO Narcissism is not the main factor affecting the value of the company. CEO Narcissism will 
affect the value the policy gives to the company. Yang et al. (2021), in their research, show the 
moderation of CEO Narcissism in the relationship between Corporate Social Responsibility (CSR) 
and Green Technology Innovation (GTI), stating that CEOs play an important role in decision- 
making and their characteristics greatly influence strategic choices. The results show that CEO 
narcissism strengthens the relationship between CSR and GTI. Giving dividends is also a company 
policy that the leader decides. The CEO’s behavior will also influence dividend policy, so in this case, 
CEO Narcissism will provide a moderating effect on the relationship between dividend policy and 
firm value.

H2. CEO Narcissism moderates the effect of dividend policy and firm value.

3. Data and research Method

3.1. Data collection and procedures
This study aimed to examine the relationship between dividend policy and firm value, as well as 
the moderating effect of CEO Narcissism on this relationship. We take data from companies 
consistently included in the Kompas 100 Index from 2011 to 2019. The Kompas 100 Index was 
chosen as research data because the Kompas 100 Index consists of companies with good funda
mentals and performance, high liquidity, and large market capitalization so that the tendency to 
give dividends to shareholders becomes greater. A total of 47 companies were used to answer the 
hypotheses that were built.

This study will use multiple regression analysis to see a direct relationship between dividend 
policy and CEO Narcissism on firm value. In addition, an analysis was conducted using Moderated 
Regression Analysis (MRA) to see the moderating effect of CEO narcissism on the relationship 
between dividend policy and firm value. Moderation, according to Sharma et al. (1981) divided into 
four types, namely:

Pure moderator: if there is an interaction with predictor variable, but not related to criterion 
and predictor

Quasi Moderator: if there is an interaction with predictor variable, and related to criterion and/ 
or predictor

Homologizer: if there is no interaction with predictor variable, and not related to criterion and 
predictor

Predictor: if there is no interaction with predictor variable, and related to criterion and/or 
predictor

In addition, we carried out a robustness check to ensure the robustness of this research model. 
Robustness checks are carried out using another proxy for measuring firm value, namely Tobin’s 
Q. In addition, this study gives a score of 1 for companies that pay dividends, and zero otherwise, 
as a proxy for dividend policy for the robust test. Robustness checks are also carried out to see 
modifications to the proxy for measuring CEO narcissism that we made using the number of CEO 
photos in the annual report. Finally, this research examines the endogeneity problem by conduct
ing the Granger causality test.
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3.2. Variable measurement

3.2.1. Dependent variable: Firm value
Firm value is one indicator in describing the condition of the company. To determine company 
value, several measurement proxies that can be used are Market to Book Value (MBV) and Tobin’s 
Q (Brigham & Houston, 2006). Therefore, we conduct a primary test of firm value using the 
approach described by Fama and French (2002) which uses Market to Book Value (MBV). As 
a test for the robustness of the model, this study use Tobin’s Q as a proxy for firm value. We 
measures Tobin Q using the sum of market value of equity and the book value of total debt to the 
book value of total assets (Likitwongkajon & Vithessonthi, 2020; Sisodia et al., 2021).

3.2.2. Independent variable: Dividend policy
A dividend policy is a decision made by management to distribute cash taken from company profits 
to shareholders. Dividend policy is driven by profits earned in the previous year and can lead 
companies to develop (Lintner, 1956; Pruitt and Gitman, 1991). Dividend policy indicators that can 
be used are earning per share, dividend yield, and dividend payout ratio (Baskin, 1989). In this 
study, the dividend payout ratio (DPR) is proxied as a measure of dividend policy following the 
research of Holder et al. (1998), because, according to him, the dividend payout is measured 
annually and smoothed mathematically.

3.2.3. Moderating variable: CEO narcissism
In addition to the dependent and independent variables, this study proposes CEO Narcissism as 
moderation variable. CEO Narcissism is a psychological character characterized by the need for 
recognition and appreciation. It is carried out using the power it has in companies often associated 
with information asymmetry (Chatterjee & Hambrick, 2007, 2011). The results of this study will also 
show how CEO Narcissism gives moderation, whether as a pure moderator, quasi-moderator, 
homologized, or predictor (Sharma et al., 1981).

This study uses a proxy in Chatterjee and Hambrick (2007), which measures CEO narcissism with 
a CEO photo score listed in the annual report, with the following criteria:

Score 4: if there is a CEO’s photo that occupies a full page 
Score 3: if there is a photo of the CEO himself with a half-page size 
Score 2: if the CEO takes a photo with the board of directors 
Score 1: if there is no photo of the CEO

Photos are a reasonable approach to measuring a person’s level of narcissism. In the world of 
psychology itself, the character of narcissism is marked by the level of photo publication, where the 
more often someone publishes his photo, the stronger the person’s narcissistic character. Using 
this approach, we modify the measure of narcissism, which uses photo size, to be the number of 
CEO photos in the annual report as the robust check proxy.

3.2.4. Control variable
The control variables in this study consist of firm size (Ln_size), firm age (Firm_Age), leverage (Lev), 
profitability (ROA), CEO Age (CEO_Age), CEO education (CEO_Edu), CEO gender (CEO_Gen), and CEO 
tenure (CEO_Ten). Previous research found a positive relationship between firm size and value 
(Berger & Bonaccorsi di Patti, 2006; Diantimala et al., 2021; Vo & Ellis, 2017). The firm size variable 
is measured using the natural logarithm of the company’s total assets (LnSize). In the company 
age variable, the number of years the company has been established since its establishment is 
used. Leverage is using borrowed funds to increase returns in a business or investment. Jihadi et al. 
(2021) found leverage to be significant on firm value, and Fosu et al. (2016) oncluded that leverage 
has a significant negative relationship with firm value. Profitability is the most commonly seen 
ratio to determine investment. The higher the value of profitability, the better the company’s 
performance. Jihadi et al. (2021) found that profitability affects firm value. In this study, 
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profitability is the control variable measured using Return on Assets (ROA) and Return on Equity 
(ROE). The demographic characteristics of CEOs have also been widely studied concerning firm 
value (Borghesi et al., 2016; Cline & Yore, 2016; Li & Singal, 2019; Li et al., 2016; Sheikh, 2018). 
CEO_Age is measured using CEO age; CEO_Edu is measured by a dummy score, where 1 is given to 
CEOs with economics education, and 0 is given to CEOs without economics education. CEO_Gen 
was measured using a dummy with a score of 1 for male CEOs and 0 for female CEOs. Finally, 
CEO_Ten is measured by the years the CEO has experienced as a company leader. The details for 
all variables used in this study are reported in Appendix A.

4. Results and discussions

4.1. Descriptive statistics
This study tested the variables using Stata software. Of the 47 companies consistently included in 
the Kompas 100 Index, 423 data can be used and processed to answer the hypotheses that have 
been designed. Variable descriptions are presented in Appendix A to see in detail the variables 
used along with the notations, descriptions and references used. Table 1 summarises descriptive 
statistics on all the variables tested in the research model. It can be seen that companies in the 
Kompas 100 Index from 2011 to 2019 have an MBV level with a minimum value of −1,685 and 
a maximum value of 82,444. Furthermore, the mean is 3,521 and is smaller than the standard 
deviation of 7,992, indicating that the MBV is relatively high in the distribution of companies in this 
index. In line with MBV, Tobin’s Q as a robustness check also has an average of 1,474 with 
a standard deviation of 2,516.

Dividend policy, as measured by dividend payout, on average 34,084 companies pay dividends to 
shareholders. A standard deviation value of 28,848 illustrates that dividend payout is relatively low 
dispersed among firms on the compass index of 100. Likewise, with the moderation used, the 
mean and standard deviation values of CEO Narcissism as measured by Chatterjee and Hambrick 
(2007) (CEO_CH) approach, respectively −3.161 and 0.92 in the range 1 to 4, so it can be concluded 
that the narcissistic character of a CEO in the companies in this index has a homogeneous 
distribution of data. Narcissim’s CEO proxy in the form of the number of photos (CEO_PIC) is also 
spread homogeneously. The control variables, namely size (SIZE), financial leverage (LEV), Firm age 
(FIRM_AGE), CEO gender (CEO_GEN), CEO tenure (CEO_TEN), and CEO education (CEO_EDU), have 

Table 1. Descriptive statistics
Variables Obs Mean Std. Dev. Min Max
MBV 423 3.521 7.992 −1.685 82.444

Tobin’s Q 423 1.474 2.516 .024 22.559

DPR 423 34.084 28.848 0 224.796

CEO_CH 423 3.161 .92 1 4

Tot_Pic 423 3.203 2.142 0 20

Size 423 24.394 1.314 21.349 27.979

ROA 423 7.233 8.837 −64.4 46.3

ROE 423 16.603 25.998 −217.9 144.6

Lev 423 47.382 25.341 .23 100

Firm_Age 423 42.787 24.664 2 122

CEO_Gen 423 .964 .186 0 1

CEO_Age 423 56.23 7.596 32 81

CEO_Ten 423 12.304 9.873 1 39

CEO_Edu 423 .511 .5 0 1

Source: Author’s Computation 
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a good data distribution. At the same time, the two profitability ratios and company age as 
a measure of profitability are spread with an extensive distribution—higher data.

We also present information related to descriptive statistics by year (appendix B) and summary 
statistics of the average company per year (appendix C). In general, the company value proxied by 
MBV and Tobin’s Q is in the positive range, which means that companies that are consistently in 
the compass 100 index are chosen because of good company fundamentals. Furthermore, the 
DPR, a proxy for dividend policy, has a positive value ranging from 30.99 to 38.53. CEO_CH and 
CEO_Photo are also in the positive range of 2.57 to 3.53. All control variables also show a range of 
positive numbers that tend to be homogeneous every year. Appendix C shows that of the 47 
companies consistently on the Kompas 100 Index from 2011 to 2019, the data is spread homo
geneously with the condition that the mean value each year is greater than the standard devia
tion, except in 2018 and 2019. The minimum value and maximum, respectively, are −45.98 to 0 
and 96.80 to 224.80.

4.2. Correlation matrix
Table 2 describes the findings of the Pairwise Correlation Matrix among the variables used. As seen, 
firm value in the form of MBV and Tobin’s Q as proxies for measuring firm value is positively and 
significantly correlated with DPR, Total Dividend, Profitability ratio, firm age and firm age at the 
10% level. The profitability ratios of ROA and ROE consistently correlate significantly positively with 
all proxies for measuring dependent and independent variables. Although the results show several 
significant correlations between the independent variables, the matrix shows that the correlations 
are not strong (<0.80), implying that multicollinearity is not the case (Kennedy, 2008).

4.3. Main results
The test results in Table 3 show a significant value so that the proposed hypothesis is supported, 
with year and industry-fixed effects. The test results for the Model 1 show that the DPR has 
a significant positive effect on MBV (coefficient of 0.028 at a significance level of 1 percent), so 
the first hypothesis is supported. In addition, the control variables showed that ROA, ROE, LEV, 
FIRM_AGE, and CEO_EDU had a significant positive effect on MBV (coef. 0.229, p < 0.01; coefficient 
0.137, p < 0.05; coefficient 0.084, p < 0.01); coef. 0.052, p < 0.01, coefficient. 0.908, p < 0.1), while 
SIZE and CEO_TEN have a significant negative effect on MBV (coef. −0.582, p < 0.05; coef. −0.055, p  
< 0.01).

Model 2 and Model 3 shows the results of direct testing and the moderating variable interaction 
(CEO_CH) concerning MBV. Column 2 shows the direct effect of the moderating variable (CEO_CH) 
on MBV. The results show that CEO_CH does not affect MBV directly (coef. 0.273, p > 0.1). The third 
column, which describes the interaction between the DPR and CEO_CH on MBV, shows a value of 
0.027 with p < 0.1, which illustrates a significant positive effect between this interaction on MBV, so 
the second hypothesis of this study is supported. The positive direction indicates that the role of 
CEO_CH in this model is the moderator that strengthens the DPR’s relationship with MBV. Referring 
to Sharma et al. (1981), CEO_CH is a moderator that strengthens the DPR’s relationship with MBV.

In particular, moderating variables can strengthen, weaken, and reverse or change the relation
ship (Aguinis et al., 2016; Andersson et al., 2014; Gardner et al., 2017; Reuben & David, 1986). In 
Model 3 Table 3, it appears that the coefficient of influence of DPR towards Firm Value experienced 
a change to negative, but not significant. A shift in the direction and significance of the coefficient 
can occur when there is an interaction between predictor and moderating variables. Reverse 
interaction not only describes strengthening or weakening but also describes the reversal effect 
that occurs when the independent and dependent relationship variables change direction and 
significance, which is also known as the crossover interaction effect, which, according to the label, 
is shown by an “X” pattern when plotted (Cohen et al., 2002).
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This research proves that interaction is the dominant influence on company value, and supports 
the role of CEO Narcissism intervention in strengthening the results of the company’s dividend 
policy, evidenced by a coefficient value of 0.027 at a significance level of 10 per cent. Linked to the 
data processing results in this research, the reversing effect occurs because CEO Narcissism is 
a powerful moderating variable in the relationship between dividend policy and company value. 
The CEO has a sizeable narcissistic character (this is known from the mean CEO_CH of 3.161 and 
the median value of 2.5) so that when the information that a narcissistic CEO leads the company 
becomes public, the dividend policy (DPR) becomes insignificant, following research results from 
Aabo et al. (2020), that the market will react negatively to companies led by CEOs with narcissistic 
characteristics. The public will view the dividend policy as a gimmick to gain a good reputation. 

Table 3. Main results

Dependent variable

MBV

(1) (2) (3)
Intercept 6.695 7.065 10.615*

(1.229) (1.292) (1.751)

DPR 0.028*** 0.028*** −0.049

(3.203) (3.250) (−1.091)

CEO_CH - 0.273 −0.594

- (1.005) (−1.432)

Interaction - - 0.027*

- - (1.694)

Size −0.582** −0.628*** −0.651***

(−2.518) (−2.647) (−2.697)

ROA 0.229*** 0.223** 0.213***

(2.617) (2.577) (2.660)

ROE 0.137** 0.137** 0.133**

(2.505) (2.501) (2.487)

Lev 0.084*** 0.085*** 0.082***

(4.317) (4.306) (4.316)

Firm_Age 0.052*** 0.052*** 0.052***

(3.465) (3.449) (3.516)

CEO_Gen −0.317 −0.399 −0.447

(−0.314) (−0.386) (−0.448)

CEO_Age −0.027 −0.027 −0.027

(−0.866) (−0.853) (−0.861)

CEO_Ten −0.055*** −0.055*** −0.064***

(−2.845) (−2.839) (−3.074)

CEO_Edu 0.908* 0.907* 1.023**

(1.771) (1.769) (2.026)

YEAR EFFECT Yes Yes Yes

INDUSTRY EFFECT Yes Yes Yes

ADJ.R2 0.61 0.61 0.61

N 421 421 421

F-STAT 8.946 8.915 7.383

t statistics in parentheses 
*p<0.10, **p<0.05, ***p<0.01 
Source: Author’s Computation 
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However, as explained by Braun’s (2017) research results, CEOs with narcissistic characteristics are 
reliable communicators. In the end, the CEO can convince the public that the company’s dividend 
policy will provide positive returns for stakeholders so that the dividend policy can create value for 
the company.

4.4. Robustness test
To strengthen the main result, we tested again using several other proxies. As the first alternative, 
we examine the effect of dividend policy and moderation of CEO Narcissism on firm value using 
TOBIN’S Q. In the next test, we use a dummy value for dividend distribution (DUM_DIV) as a proxy 
for dividend policy, with a score of 1 if the company distributes dividends and 0 otherwise. The next 
alternative is done by modifying the CEO photo measurement Chatterjee and Hambrick (2007) to 
be the number of CEO photos in the annual report. We conducted the last test to ensure that 
endogeneity problems do not occur, namely the Granger causality test.

4.4.1. Alternative measurement for firm value
Table 4 is the result of Tobin’s Q test as another proxy for the dependents of this study. The first 
model shows that the DPR with a constant of 0.010 can influence positively at a significance level 
of 1 percent (p < 0.01). As a control, SIZE significantly negatively affects Tobin’s Q at a p-value level 
of less than 0.05 (coef. −0.170). In contrast, ROA, ROE, LEV, and FIRM_AGE have a positive and 
significant effect on Tobin’s Q at a level of 1% and 5% (coefficient 0.100, p < 0.01; coefficient 0.032, 
p < 0.05; coefficient 0.021, p < 0.01; 0.014, p < 0.01); On the demographic characteristics of the CEO, 
education level is known to have a significant positive effect with a value of 0.523 at the 1% level. 
CEO_CH as a moderator also acts as a pure moderator, which is shown by the direct effect test, 
which has no effect (coef. 0.037, p > 0.1), while the interaction test produces a significant effect 
(coef. 0.008, p < 0.05). Added again, by looking at the positive direction, it can be concluded that 
CEO_CH acts as a pure moderator that strengthens the relationship between the DPR and TOBIN’S 
Q, and this result also succeeded in supporting the main result.

4.4.2. Alternative measurement for dividend policy
The next robustness check is carried out by using scores of 1 and 0 for dividend distribution 
(Dum_Div) as another proxy measure of the dividend policy. A score of 1 is given if the company 
distributes dividends and 0 otherwise. Tests were conducted to see the effect on firm value (MBV 
and TOBIN’S Q) in Table 4, model 4 tests the effect of DUM_DIV on MBV, while model 7 tests the 
effect of Dum_Div on TOBIN’S Q. The test results show that Dum_Div in models 4 and 7 has 
a coefficient value of 0.031 and 0.405 respectively and is significant with a p-value below 1 percent. 
It can be concluded that Dum_Div also shows a positive significant relationship to firm value, both 
measured by MBV and TOBIN’S Q.

4.4.3. Alternative measurement for CEO narcissism
The next model robustness test changes the proxy moderation variable to the number of CEO 
photos in the annual report (Tot_Pic). Table 4 Model 11 and Model 14 show a direct relationship 
between Tot_Pic and MBV and TOBIN’S Q, where the coefficients are 0.148 and 0.029, respectively, 
with a p-value greater than 10 percent, so it can be stated that it has no effect. Meanwhile, model 
12 and model 15 show the interaction test of Tot_Pic with the DPR and its effect on MBV and 
TOBIN’S Q. The results show that the interaction between Tot_Pic and the DPR has a coefficient 
value of 0.027 and 0.008, respectively. The p-value is less than 5 percent (p < 0.05), so it can be 
concluded that Tot_Pic is a pure moderator that strengthens the relationship between dividend 
policy and firm value, both with MBV and TOBIN’S Q.

4.4.4. Endogeneity test
As an additional analysis of the robustness of the model, this study conducted a Generalized 
Moment of Method (GMM) test to ensure endogeneity issues. GMM is a test performed to overcome 
the endogeneity issues. The endogeneity problem is that there is a bias between the independent 
variables and the error term. From the Table 4 model 16–21, the results of the Sargan test are 
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more significant than the 5 percent significance level. This means that the instruments used in this 
study are valid, so the model is endogeneity free overall. Meanwhile, all AR2 probability values also 
show values above the 5 percent significance level, which says that the estimation results are 
robust, unbiased, and there is no autocorrelation. The results of this test are consistent with the 
main results, where the DPR as a measurement of dividend policy has a positive effect on firm 
value, both in terms of MBV and Tobin’s Q. This study also proves the emphasis on CEO narcissism, 
where CEO Narcissism is shown to play a role as pure moderation that strengthens the dividend 
policy relationship to company value.

Table 4 in model 16 and model 19 shows that the lag value (−1) of firm value has a significant 
positive effect on the solid deal with a significance level of 1 percent each on MBV and Tobin’s 
Q (coefficient 0.213 and 0.101 at level 1 percent). It can be concluded that matters from the 
previous period influence substantial value. DPR, in conclusion, also has a significant positive effect 
(coefficient 0.009 and 0.011 at level of 5 percent and 1 percent). Meanwhile, models 17 and 20 
show that CEO narcissism does not directly impact firm value. Models 18 and 21 show a positive 
influence of interaction between DPR and CEO Narcissism on substantial value (coef. 0.019 and 
0.003 at a significance level of 1 percent and 5 percent), so it is concluded that CEO Narcissism is 
pure moderation in this model. The results in Table 4 support the main result, which shows 
a significant positive effect of DPR on value companies and CEO Narcissism as a moderating 
variable.

5. Discussions
There are two objectives in this study: to identify the influence of dividend policy on firm value and 
to see the interaction effect of dividend policy with CEO narcissism on firm value. Associated with 
the Behavioral Theory of the Firm, a policy that is made and implemented must provide added 
value to the company. As one of the policies that will affect the investment decision of a fund 
owner, the effect of the dividend policy will appear in changes in the value of the company itself.

Following the first hypothesis built, the data processing results show that the first hypothesis is 
supported (Table 3). The results show a significant positive effect of dividend policy on firm value. 
This result is strengthened by a robust analysis using other proxies on dividend policy and firm 
value, and also by using generalized method of moment (GMM). This research proves that if 
management makes the right policies, it will impact the company. As one of the returns expected 
by fund owners, dividend distribution is very important for companies to pay attention to because 
dividend distribution will certainly affect the company’s operations, considering that there are 
funds that must be issued and not for company affairs. However, giving dividends is also very 
important to provide a signal to raise the interest of fund owners in investing in the company. 
Examination of the robustness of GMM in Table 4 shows that the value of the firm depends on the 
value of the firm in the previous period. This test also supports the main results which state that 
dividend policy is a factor that can increase firm value. Furthermore, CEO Narcissism also acts as 
a pure mediator who can strengthen the effect of a positive dividend policy on firm value.

We conclude that this study supports the signaling theory, which states that dividends are 
a positive signal that shareholders are interested in because dividends can describe management’s 
ability to provide returns so that it will attract other investors to invest in the company, which in 
turn provides added value to the company. We also confirm that based on Kompas 100 Index 
data, there is a reaction to the changes that occur whenever there is a change in the dividends 
paid.

This result is also in line with the results of previous studies, which state that dividends 
significantly positively affect market reactions which can be seen from the value of the firm 
(Baker et al., 2006, 2012; Braouezec & Lehalle, 2010; Hoffmann, 2014; Kim et al., 2020; Lee & 
Lee, 2019; Yusof & Ismail, 2016). Furthermore, Azeem Qureshi (2007) states that dividend policy is 
a prerequisite for maximizing value and influencing the welfare of shareholders (Ozuomba et al.,  
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2016). Therefore, the distribution of dividends is a form of the company’s commitment to fulfilling 
the wishes of shareholders so that it will cause a positive reaction from the owners of capital, 
which in turn will have a positive impact on increasing the value of the company. This result is 
robust and in line with the use of another dividend policy proxy, namely the dummy dividend, 
which shows a significant positive relationship to firm value both measured by MBV and 
TOBIN’S Q as another proxy of firm value (Table 4 model 4 and model 7).

The second hypothesis of this study examines the moderating effect of CEO Narcissism on the 
effect of dividend policy on firm value. Behavioral Theory of Firms has shown that in the policy- 
making process, there are factors such as rational and irrational, and one of them is power. A CEO, 
as the highest decision maker in a company, can create a policy distorted by the influence of his 
interests, and narcissism becomes one of the personal problems that can enter and affect the 
outcome of the company’s policies. Narcissism is a conditional factor that not all CEOs have, so it is 
ideal as a moderating variable.

This study found that CEOs with narcissistic characteristics can strengthen the results of divi
dend policy in increasing firm value by acting as pure moderation. This result is robust when 
measuring CEO Narcissism using the number of CEO photos as a modification of the main 
measurement. The results align with research by Yang et al. (2021) which shows the function of 
CEO Narcissism as a moderator in the relationship between CSR performance and Green 
Technology Innovation, and Zhu and Chen (2015) which found moderation of CEO Narcissism in 
strengthening CEO experience of business strategy, but weakens the relationship of the board’s 
experience to business strategy at the same time.

Previous research also has shown the direct positive influence of CEO Narcissism on a variety of 
topics. Brunzel (2021), states that CEO Narcissism has positive implications, at least for the results 
of the company’s innovations, and is also in line with research results regarding other CEOs of 
Narcissism which have a positive influence on companies (Byun & Al-shammari, 2021; Fung et al.,  
2020; Marquez-Illescas et al., 2019; Schmid et al., 2021; Zhang et al., 2021; Zhou et al., 2019). Thus, 
this research is the first study to show the moderating effect of CEO Narcissism on the relationship 
between dividend policy and firm value.

It can be concluded that CEO Narcissism does not permanently harm the company, such as previous 
research looked at the narcissistic character of a CEO (Agnihotri, 2021; Buyl et al., 2019; Chatterjee & 
Hambrick, 2007, 2011; Ham et al., 2018). Lee et al. (2020) stated that the CEO is an intangible asset. 
Shareholders who are getting smarter in deciding to invest because they are supported by the ease of 
obtaining information related to the company also see the company’s management, including their 
background and achievements. The CEO’s photo on display will be equipped with the demographic 
information of the CEO so that if the public sees the CEO’s education, experience, or achievements, it 
will give them the confidence to invest in the company.

In control, the profitability ratio proved to affect firm value positively. The profitability ratio consist
ing of ROA and ROE is the ratio to be considered in making investment decisions. This study’s results 
align with previous research showing the effect of ROA and ROE on firm value (Asni & Agustia, 2021; 
Deswanto & Siregar, 2018; Setiawanta et al., 2021). The company’s maturity level also affects the 
company’s value, where the more mature the company, the better the company’s value. Leverage also 
has a positive influence on firm value. Zhang et al. (2021) in his research, stated that CEOs with 
narcissistic characteristics have a positive correlation with debt financing. Companies to get loan funds 
are influenced by good credibility, and CEOs with narcissistic characters can meet these needs. In 
terms of CEO demographics, it is known that several factors are considered and play a role in 
increasing company value, including the tenure of the CEO and CEO education (Li & Singal, 2019). 
Shareholders are getting smarter in convincing themselves about what to pay attention to when 
making investment decisions. An experienced and educated CEO will know his job better, so he knows 
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the proper steps or policies for the company to take. Shareholders believe this more than age, which 
measures the level of maturity and gender of the CEO.

6. Conclusion
Dividend policy is one thing that gets special attention from both management and stakeholders, 
especially shareholders. Policies are related to decisions to give, add, reduce, or even not give 
dividends and are believed to affect the company’s value. Answering the phenomenon of an 
increase in the Composite Index that is not in line with the company’s value on the Indonesian 
Stock Exchange’s Kompas 100 Index becomes a question of whether dividends are still the return 
expected by shareholders. Companies need to pay attention.

Empirically, this study supports the concept of the behavioral theory of the firm, which explains 
the importance of management in making policies that add value to the company, as well as 
looking at the influence of behavioral elements in the preparation of these policies. As with 
dividend policy, giving dividends to shareholders must be carried out with deep considerations, 
bearing in mind that giving dividends is a company expense. This study found that dividend policy 
can provide a positive value for the company. The company provides an overview of the success of 
good fund management and provides the expected return by shareholders. In line with the results 
of previous research, this study shows consistency in signaling theory as a signal that is favored by 
shareholders and has an impact on increasing firm value (Baker & Powell, 2000; Baker et al., 1999,  
2006, 2012; Salteh, 2013; Tahir et al., 2020; Tyastari et al., 2017; Yousaf et al., 2019).

Behavioral Theory of the Firm also explained that formulating policies through mixing things is 
rational and irrational, influenced by other factors: power. As the highest decision maker, the CEO 
can include his/her issues, one of which is depicted in the narcissistic character. Even though it 
does not permanently harm the company, the behavioral aspect is essential to pay attention to 
ensure that the company is run by a CEO who prioritizes fulfilling company goals above his 
personal goals. Higgs (2009) menyatakan bahwa sifat pemimpin merupakan faktor yang lebih 
signifikan dibandingkan keterampilan tidak memadai dalam menciptakan kepemimpinan yang 
buruk.

This research indicates that CEO Narcissism strengthens the impact of dividend policy on firm 
value. This study proves that CEO Narcissism is ideal as a moderator that strengthens the value 
generated by policies for the company. Even so, there is still a view that even though CEO 
Narcissism has a positive influence, in the long term it will damage the organization from within, 
such as damaging culture, morals, and relationships, so that in the end it will reduce performance 
(Higgs, 2009).

This study is the first study that test the moderation effect of CEO Narcissism on the relationship 
between dividend policy and firm value, where previous studies tested the moderating effect of 
CEO Narcissism on CSR and innovation (Yang et al., 2021), and also in relationship between 
experience on business strategy (Zhu & Chen, 2015), and the rest show the direct effects of CEO 
Narcissism (Aktas et al., 2016; Al-Shammari et al., 2019; Bajo et al., 2021; Buyl et al., 2019; 
Chatterjee & Hambrick, 2007, 2011; Ham et al., 2018; Ingersoll et al., 2019; Mahmood et al.,  
2020; Tang et al., 2018; Yook & Lee, 2020).

This study contributes theoretically to develop a behavioral theory of the firm, which explains the 
importance of looking at behavioral elements in influencing the outcomes of policies and compa
nies. From a practical perspective, this study contributes to directing well-targeted policymaking. 
Companies must consider many factors, including behavior in deciding to use a policy and the 
impact on the company, especially in the context of the Indonesian stock market which is very 
attractive because its growth is not in line with transaction growth and company value.
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This study has theoretical and practical implications. Theoretically, this research supports the 
signaling theory regarding dividend policies that provide added value to companies. This study also 
contributes theoretically to the debate regarding the effect of narcissistic character on decision- 
makers such as CEOs by exploring its influence on the relationship between strategy and firm 
value. This result strengthens the perspective on narcissism that is considered necessary as the 
result of this study, that CEOs with narcissistic characteristics can increase the added value of 
dividend policy. From a practical standpoint, a business must be able to sell what the business has, 
including the demographics of people who play an essential role in the company. This perspective 
is also one of the aspects that will provide benefits in the form of the emergence of public trust in 
business decisions.

This research has several limitations. It is known that the CEO Narcissism measure has been 
created as a proxy measure on data like this second study. For further studies, it is also possible to 
explore narcissism of CEO as describe in Gupta and Spangler (2012), that distinguishes narcissism 
into three categories namely dominance narcissism, extraverted narcissism, and neurotic narcis
sism. Next study also can see the impact of CEO Narcissism in long term. Some are deemed more 
appropriate in reflecting narcissism, but we cannot use them due to the disclosure of information 
in Indonesia. Furthermore, the sample for this study is 47 issuers in the Kompas Index 100. Future 
research can use a larger sample and compare industries to see the potential for a more sig
nificant dividend policy.
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Appendix

Appendix A. Variable description

Labels Variables Definition References
MBV Firm Value Share Price divided by book value Fama and French (2002)

Tobin’s Q Firm Value The market capitalization and book 
value of total debt to the book value 
of total assets

Likitwongkajon and Vithessonthi 
(2020); Sisodia et al. (2021)

DPR Dividend Policy Total Dividend divided by net profit Baskin, 1989; Holder et al. (1998)

CEO_CH CEO Narcissism Scoring the size of CEO’s photo in 
annual report: 
Score 4: if there is a CEO’s photo 
that occupies a full page 
Score 3: if there is a photo of the 
CEO himself with a half-page size 
Score 2: if the CEO takes a photo 
with the board of directors 
Score 1: if there is no photo of the 
CEO

Chatterjee and Hambrick (2007)

CEO_Photo CEO Narcissism The number of photo of CEO in 
annual report

Modified

Ln_Size Firm Size The natural logarithm of total assets Berger and Bonaccorsi di Patti 
(2006); Diantimala et al. (2021); Vo 
and Ellis (2017)

ROA Profitability The ratio of net income to the total 
assets

Jihadi et al. (2021); Asni and Agustia 
(2021); Deswanto and Siregar 
(2018)

ROE Profitability The ratio of net income to the total 
equity

Deswanto and Siregar (2018); 
Setiawanta et al. (2021)

LEV Leverage The ratio of total debts divided by 
total assets

(Jihadi et al., 2021)

Firm_Age Firm Age The ratio of firm’s age Berger and Bonaccorsi di Patti 
(2006); Diantimala et al. (2021); Vo 
and Ellis (2017)

CEO_Age CEO Age A dummy variable that takes 
a value of one if the firm was 
audited by one of the Big Four 
auditors and zero otherwise.

(Li & Singal, 2019)

CEO_Gen CEO Gender A dummy variable that takes 
a value of one if the CEO is a male, 
and zero otherwise.

(Li & Singal, 2019)

CEO_Ten CEO Tenure The ratio of experience of being 
CEO.

(Li & Singal, 2019)

CEO_Edu CEO Education A dummy variable that takes 
a value of one if the CEO graduated 
from economic faculty, and zero 
otherwise.

(Li & Singal, 2019)

Source: Author’s Summary 
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Appendix C. Summary statistics: N mean SD min max by (Year)

YEAR N Mean SD Min Max
2011 47 35.123 21.997 0 100

2012 47 31.402 19.454 0 100

2013 47 36.044 24.123 −1.198 116.731

2014 47 32.300 21.758 −2.478 96.800

2015 47 33.496 27.182 −.004 114.070

2016 47 32.012 27.022 0 99.840

2017 47 36.863 32.827 0 183.882

2018 47 38.530 38.919 −3.8190 224.796

2019 47 30.987 39.965 −45.977 169.196

Source: Author’s Computation 
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