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The objective of this study was to examine the impact of board composition
and ownership structure on the dividends pay-out policies employed by a
sample of manufacturing companies listed on the Amman Stock Exchange
(ASE) for the period of 2013–2015. The study used the size of the board,
board independence, gender (percentage of females in the board), and Chief
Executive Officer (CEO) duality to represent the board composition.
Meanwhile, managerial ownership, institutional ownership, and foreign
ownership were used to represent the ownership structure. In addition,
several control variables were used, such as Return on Assets (ROA) firm’s
age, firm’s size, and financial leverage. The dividend per share, representing
the company’s dividends pay-out policy, served as the dependent variable
of the study. The results of the multiple regression analysis identified the
board size, duality, institutional ownership, and earnings per share to be
significantly associated with the variation in dividends per share at, at least,
the five per cent level. There was the exception of the duality variable, which
had a negative coefficient, contrary to the prediction, and the other variables
indicated a positive relationship with the dividends per share. However,
among these variables, the earnings per share was found to be the most
powerful explanatory variable in the regression model, which was measured
by their respective standardized coefficients (Beta) weights.
Keywords: Board composition, Ownership structure, Dividend policy, Amman Stock
Exchange
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Introduction
A great deal of research has been carried out in the field of governance and dividend policy.
Although, some researchers have paid attention to factors affecting dividend policy (Abdelsalam
et al.,, 2008; Al-Najjar and Belghitar, 2014; Benjamin and Zain, 2015; Yarram and Dollery,
2015; Mehdi et al., 2017; Elmagrhi et al., 2017), little is known about good governance practices
and dividends as monitoring mechanisms, which can be used to alleviate potential agency
problems in emerging markets. As a result, the literature on corporate governance is rich, but this
literature does not capture the details of the effect of the combined factors on dividend policy,
especially in emerging markets, such as board composition, and ownership structure. That is, the
dividend policy process in Jordan may be different from the process involved in developed
countries.
Normally, the board of directors’ concern is related to approving strategic goals and plans of the
corporation, setting general policies, guiding corporate affairs, and approving major
expenditures. Typically, the board of directors consists of inside, and outside directors. The inside
directors may include key corporate executives, and outside directors may include executives
from other companies, key stockholders, and national or community leaders (Gitman and Zutter,
2015). The board composition typically concerns issues related to board independence, including
the independence of board committees; diversity, including race, gender, and age of board
members; and the Chief Executive Officer (CEO) duality. The decision to pay dividends to
shareholders is made by the board of directors.
Extensive academic research explored board characteristics that affect dividend pay-out, such as
board size, independence, activity, and duality. For example, Mehdi et al., (2017) proposed a
panel regression model, which describes the relationship between board governance, ownership
structure, and dividend pay-out. Their results showed that during the most recent financial crisis,
dividend pay-out decisions were inversely related to duality, board size, and the frequency of
board meetings. On the other hand, the ownership structure is a controlling mechanism of
corporate governance, which can affect financial performance and shareholders’ wealth. The
ownership structure is a central theme in the corporate governance literature. In general, the
ownership structure concerns issues related to ownership concentration, institutional and
individual investors, and managerial ownership.
Several studies focussed on the distribution of stock among shareholders and their effect on the
dividend policy of a firm. For instance, Abdelsalam et al., (2008) examined the effect of
ownership structure through four variables: managerial ownership ratio, block-holders ownership
ratio, institutional ownership ratio, and free float ratio. The results revealed that Egyptian listed
companies with a higher block institutional ownership paid higher dividends to attract capital
during the transitional period of Egypt.
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Considering this issue, the literature is almost silent on the details of the effect of these factors
on the payment of dividends. In fact, investment requires a return that is consistent with risk, in
order to maintain the purchasing power of invested funds, especially in light of rising inflation
rates. Furthermore, the dividends policy aims at maximising shareholders’ wealth. The optimum
dividends policy is based on the balance between current dividend and future growth, which
maximises the stock price. Consequently, we have an incomplete picture of the way dividend
decisions are developed in emerging markets. Thus, the focus of this study is on the key factors
of ownership and board composition that influence a firm’s dividend policy in Jordan. Against
this background, this research attempts to answer the research question: is there a significant
relationship between corporate dividend decisions of the manufacturing companies listed in the
Amman Stock Exchange (ASE), and the board composition and ownership structure? More
specifically, this main objective of this research is to examine the impact of board composition
and ownership structure upon the dividends pay-out policies of a sample of manufacturing
companies listed on the ASE for the period of 2013–2015. We focus on an emerging market in
Jordan, where regulation and corporate governance are comparatively weaker when compared
to those in the developed markets, such as the United States of America (USA). Furthermore,
the majority of the companies are affiliated with business groups and are being run by the
family members of the founders. Hence, controlling shareholders are likely to have a
considerable say in the decision-making within the firm.
The study is organised as follows: literature review, introduction of the research hypotheses,
description of the methodology employed in the study, the empirical results of the study, and
summary of the study and presentation of its main conclusions.
Literature Review
Numerous studies have examined the influence of the board structure, and ownership structure
upon the dividend policy in various countries. Abdelsalam et al., (2008) used pooled crosssectional observations from Egyptian firms and found that there is a significant positive
relationship between institutional ownership, and firm performance, and both the dividend
decision, and pay-out ratio. Meanwhile, no significant relationship was found between the
board composition, and dividend decisions or ratios. This result is in line with the findings of
Tahir et al., (2020), where they studied the determinants of the dividend pay-out of 203
Malaysian non-financial firms over the period of 2005–2018. The study had various results;
they found a statistically insignificant and positive relationship between board diversity, and
dividend pay-out. On the other hand, the study revealed that there is a statistically significant
and positive relationship between corporate board size, ROA, and dividend pay-out, while there
is a negative and significant effect of financial leverage on dividends policies.
Al-Najjar and Kilincarslan (2016) investigated the impact of ownership structure on the
dividend policy of listed firms in Turkey. The study used alternative dividend policy measures,
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such as the probability of paying dividends, dividend pay-out ratio, and dividend yield, as well
as the logit, and tobit models. The findings revealed that foreign and State ownership are
associated with a less likelihood of paying dividends, while other ownership variables, such as
family involvement, domestic financial institutions, and minority shareholders, are
insignificant in affecting the probability of paying dividends. However, all the ownership
variables have a significantly negative impact on the dividend pay-out ratio, and dividend yield.
More recent evidence from Duqi et al., (2020) shows that results may differ between Islamic
and conventional financial institutions. Their study examined the effect of the ownership
structure upon the dividend policy among Islamic, and conventional financial institutions in 16
countries for the period of 2000–2015. Duqi et al., (2020) concluded that government
ownership has negative effects on dividend pay-out in both types of financial institutions,
which is consistent with the preference of governments towards bank stability. On the other
hand, the results show that family ownership has a negative effect for conventional banks but
a positive effect for Islamic ones, which aligns with agency theory. These results are, to some
extent, similar in the case of foreign ownership, where it is associated with a higher pay-out
policy in Islamic banks but is not significant in conventional banks.
The analyses of both Mehdi et al., (2017) for non-financial listed firms from the East Asian,
and Gulf Cooperation Council countries, and Al-Najjar and Belghitar (2014) for the United
Kingdom (UK) firms, revealed that dividend pay-out decision increased with the institutional
ownership in those countries. The study by Al-Najjar and Belghitar (2014) also revealed that
there is limited evidence that independent directors affect the cash dividends. Their results
agree with the study of Elmagrhi et al., (2017), who examined the extent to which corporate
board characteristics effect the level of the dividend pay-out ratio by using a sample of UK
small, and medium enterprises (SMEs), and found that board independence, and CEO role
duality do not have any significant effect on the level of dividend pay-out.
On the one hand, Yarram and Dollery (2015) studied the influence of board structure on the
dividend policy of Australian corporate firms for the period of 2004–2009. The results showed
that board independence has a significant positive influence on the dividend pay-out of
Australian firms. The results also revealed that size has a significant positive influence on the
dividend pay-out of Australian firms. On the other hand, Juhmani (2020) investigated the effect
of corporate board characteristics, and ownership structure on the dividend pay-out decisions
in Bahraini listed companies, where the study used the ordinary least-squares regression.
Juhmani concluded that board independence has a significant negative association with the
dividend pay-out decision, while board size has a significant positive association with the
dividend pay-out decision. Moreover, the study also concluded that the frequency of board
meetings, blockholder ownership, institutional ownership, and managerial ownership have
insignificant effects on the dividend pay-out decisions.
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Moreover, Ahmad et al., (2019) found that corporate governance has a significant effect on the
dividend pay-out decision. Ahmad et al., (2019) focussed on the influence of board
composition, and ownership structure upon the dividend pay-out policy by using the ordinary
least square, and logistic regression models, which were applied to test the estimation in
Pakistani 100-index firms for the period of 2005–2014. In addition, the results concluded that
firms with higher profits provide a sign to the market to pay higher dividends in Pakistani
companies and aimed to resolve the agency problem issues. These results do not match the
earlier findings of Mehdi et al., (2017), who found that during the recent financial crisis,
dividend decision is inversely related to board duality, board size, and the frequency of board
meetings. This result supports the observations of Elmagrhi et al., (2017), and Benjamin and
Mat Zain (2015), where they found that the frequency of board meetings has a significant
negative relationship with the level of dividend pay-out.
Developing the Hypotheses
The following section develops the research hypotheses and provides the rationale for each
hypothesis.
Board Composition
1. Board Size
The board size might be a factor that affects the quality of management control. The analysis
of previous studies shows mixed results about the influence of board size upon dividend policy.
There are two competing views in the literature about the effect of board size. One view is that
large boards allow directors to specialise. Greater specialisation can lead to more effective
monitoring (Klein, 2002). This may result in improving governance practices by increasing
managerial monitoring, and persuading managers to follow wealth maximising policies,
including paying shareholders larger cash dividends. For this reason, large dividends are
expected. The other view is that large boards are less effective than small boards, due to the
difficulties of coordinating large groups (Jensen, 1993). Chen et al., (2005), and Bokpin (2011)
examined the effect of board size on dividend policy and found a significant and positive
relationship between them. Thus, consistent with Bokpin (2011), we propose the following
hypothesis:
H1: there is a positive relationship between board size and the cash dividends payment.
2. Board Independence
According to Gregory (2000), an independent director is an essential component of the internal
control and the monitoring mechanism of the firm. An independent board director plays an
important role to ensure the reliability of financial statement disclosures and to guarantee
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appropriate internal controls in the company. The outcome hypothesis suggests that the
presence of outside directors has an important influence on board effectiveness, since they have
more power to protect shareholder wealth in the form of the dividend pay-out (Al-Najjar and
Hussainey, 2009; Hu and Kumar, 2004; Ntim, 2011). Additionally, outside directors are
suggested to have strong incentive to monitor and control managers’ opportunistic behaviour
to enhance their reputation and image in the labour market (Borokhovich et al.,, 2005). Based
on this argument, we propose the following hypothesis:
H2: there is a positive relationship between board independence and the cash dividends
payment.
3. Duality
The several studies which have examined the effect of CEO duality upon the dividend policy
show inconclusive results. Independent directors are desirable because of their breadth of
knowledge and experience, as well as their independence from corporate management
(Farinha, 2003). Several studies discussed the fact that combining the chairman of the board of
directors and CEO positions in emerging markets cannot be considered an effective tool to
mitigate expropriation risk. Therefore, to resolve free cash flow problems, shareholders require
a higher dividend pay-out (Baliga et al.,, 1996; Mehdi et al.,, 2017). Mehdi et al., (2017) argue
that firms with CEO and chairman positions that are held by the same person, tend to pursue a
low dividend pay-out policy. Fama (1980) argues that the viability of the board might be
enhanced by the inclusion of outside directors, and the separation between the roles of chairman
and CEO. Moreover, Jensen (1993) suggests that when the same person is the CEO and
chairman of the board, the board of the directors cannot perform its key function. In this case,
the internal control system would be very weak, and the CEO obtains more power to control
the board of directors. Thus, the independence of the board of directors is impacted, and it
would be more possible for the CEO to pursue his or her own interests, but not all shareholders’
interests. Thus, the following hypothesis is proposed:
H3: there is a negative relationship between CFO duality upon the cash dividends payment.
4. Gender
Gender diverse boards provide better monitoring over managers, and improve firm
performance and dividend pay-out (Ntim, 2015). In their study, Elmagrhi et al., (2017) found
a negative effect of gender diversity and dividend pay-out. This result supports the suggestion
of the substitute hypothesis, that board gender diversity may not be considered an effective
governance mechanism because it can increase conflict among board members. Thus, firms
need to create a positive reputation with investors, either by pursuing good governance
performs or by dividing more cash flows to raise external funds in the future. Therefore, having
more women on the firms’ boards, may lead to a higher expectation for larger dividends to
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substitute for weaker governance (Elmagrhi et al.,, 2017). Thus, the following hypothesis is
proposed:
H4: there is a relationship between the presence of women on the board and the cash dividends
payment.
Ownership Structure
1. Institutional Ownership
Greater attention has been paid to the monitoring role of institutional investors in the dividend
policy literature. Several studies investigated the impact of institutional investors on the
dividend policies of firms listed in emerging markets. In their study, Eckbo and Verma (1994)
conclude that institutional investors would prefer to distribute dividends, rather than reinvest
free cash flow internally. Eckbo and Verma (1994) show that firms have a high-dividends yield
when they have large institutional shareholders. They stated that as institutional shareholders
prefer high cash dividends, it is unlikely to participate in tax-induced trading over the exdividend day. Farinha (2003) concludes that institutions may lead companies to pay higher
dividends to enhance managerial monitoring by capital markets, mostly when they think that
their own direct monitoring efforts are inefficient or too costly. This leads us to the following
hypothesis:
H5: there is a positive relationship between institutional ownership and the cash dividends
payment.
2. Managerial Ownership
Managerial ownership aligns the interests of managers with those of shareholders, as managers
are less likely to engage in actions which are not in the interest of shareholders. Chen and
Steiner (2005) argued that managerial ownership helps to resolve the agency conflicts between
external stockholders and managers, but at the expense of exacerbating the agency conflict
between stockholders and bondholders. Eckbo and Verma (1994) report that firms paid out
lower dividends when they had a higher managerial ownership. They explain that this is due to
the absolute voting power carried by managers. This is in line with the results of the study by
Chen et al., (2005). Their results reveal that there is a negative relationship between managerial
ownership and dividend policy and show that managerial ownership is negatively associated
with firm performance. In addition, Mehdi et al., (2017) conclude that managerial ownership
has a significant negative effect on dividend pay-out, when interacted with the crisis variable
for firms.
H6: there is a negative relationship between managerial ownership and the cash dividends
payment.
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3. Foreign Ownership
A review of the literature relevant to this topic reveals that foreign ownership is associated with
lower dividend payments. According to Al-Najjar and Kilincarslan (2016), because of their
expertise and exposure to better global practices, foreign investors are expected to be efficient
in monitoring their investments in emerging markets. In addition, foreign ownership is
expected to increase the interest of analysts in the investee companies, resulting in pressuring
these companies to adopt better disclosure policies that allow for better monitoring of
management opportunistic behaviour, and in effect, a reduced need for a dividend-induced
monitoring device. Glen et al., (1995) indicated that most industrial foreign investors often
invest in stocks in emerging markets for their long-run growth prospective, not for a short-term
cash dividend. This suggests a negative relationship between foreign ownership and dividend
pay-out policy. Thus, the following hypothesis is proposed:
H7: there is a negative relationship between foreign ownership and the cash dividends
payment.
Methodology
Population and Sample
The population of the study includes all manufacturing companies listed on the ASE for the
period spanning from 2013–2015, while the sample includes companies of which all required
information is available. Of the 72 listed manufacturing companies, annual reports for 58
companies were available and useable, giving 174 company year observations. This number
represents 80.55 per cent of the listed companies on the ASE during the period covered by the
study. The sample includes companies that paid cash dividends, as well as companies that did
not pay cash dividends during the period under investigation.
Sources of Information and Variables Measurements
The information on the variables of the study was obtained through two sources. The first was
the ASE publications, while the second source was the annual reports of listed companies.
Information relating to the dividends per share, earnings per share, total assets, debt ratio,
company age, foreign ownership ratio, and institutional ownership ratio were obtained from
the Jordanian Shareholding Companies Guide for 2013, 2014, and 2015, which is published by
the ASE. Information relating to board composition, and other variables, was hand-collected
from the companies’ annual reports. The Table 1 provides information about the variables
included in the study, and their measurement.
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Table 1: Variables and their Measurements
Variable
Code
Dividends per share

Measurement

DPS

Cash dividends divided by number of shares
outstanding.

Board size

BS

The total number of members of board.

Board independence

BI

Percentage of non-executive directors to board
size.

Gender

GEN

Percentage of female directors to the total
number of directors on the board.

Duality

DUA

Dummy variable, given ‘1’ if there is duality,

Managerial ownership ratio

MOR

and ‘0’ otherwise.
Proportion of shares held by board members.

Institutional ownership ratio

IOR

Proportion of shares held by institutional

Foreign ownership ratio

FOR

investors.
Percentage of shares outstanding held by nonJordanian shareholders.

Earnings per share

EPS

Percentage of net income to number of shares
outstanding.

Firm age

AGE

Number of years since firm’s inception as a
listed corporation.

Firm size

SIZE

Natural logarithm of total assets.

Firm financial leverage

LEV

The total debt to total asset at the end of the
year.

The Model
To investigate the effect of the board composition, and ownership structure upon the dividend
policy in Jordan, the study uses a panel model analysis for 53 manufacturing companies listed
on the ASE over the period of 2013–2015. Before estimation, a number of tests were
performed, which help in the model selection and accuracy of the estimated parameters. The
first concerns descriptive statistics analysis followed by the test for correlation among the
explanatory variables. The following multiple linear regression model is estimated:
DPSit = β0 + β1 BSit + β2 BINDit + β3 GENit + β4 DUAit + β5 MORit + β6 IORit + β7 FORit
+ β8 EPSit + β9 AGE it + β10 LEVit + β11 SIZEit + uit
………………………………………………(1)

558

International Journal of Innovation, Creativity and Change. www.ijicc.net
Volume 14, Issue 8, 2020
Where DPS is the main dependent variable, BS, BI, GEN, DUA, MOR, IOR, and FOR are our
main independent board characteristics variables; and EPS, AGE, LEV, and SIZE refer to the
control variables (see Table 1).
The independent variables include one categorical variable; this is represented by dummy
variables in regression. There are four variables representing the board composition. These
variables are board size (BS), board independence (BI), percent of female members in the board
(GEN), and duality (DUL). In addition, three variables represent ownership structure. These
variables are board ownership ratio (BOR), institutional ownership ratio (IOR), and foreign
ownership ratio (FOR). Finally, four variables represent the control variables. These variables
are earnings per share (EPS), firm age (AGE), firm size (SIZE), and financial leverage (FL).
Results
Descriptive Statistics
The Table 2 shows the descriptive statitics for the variables used in the study. As seen from the
table, on average, the firm paid cash dividends per share of 0.07, with a standard diviation of
0.19, suggesting that there are considerable variations between the sample companies and/or
years in the payment of cash dividends. It can also be noted that the average DPS is higher than
the EPS. This is because the EPS includes positive (reports profits) and negative (reports losses)
numbers, while the DPS includes positive, if the company paid dividends, and negative, if the
company did not pay dividends. As for the gender, it can be seen that the boards of directors in
Jordan are overwhelmingly dominated by male members. Only two per cent of the directors of
the sample companies are female, with a maximum of 27 per cent. The information in the table
also reveals that boards of directors enjoy a high level of indepence, where, on average, 90 per
cent of the boards are non-executive directors. As for the ownership structure, 52 per cent, 23
per cent, and 52 per cent of the sample companies’ shares are controlled by institutional
investors, non-Jordanians, and directors of the boards, respectively. This diversity in the
ownership structure provides a good basis to examine its impact on cash dividends.

559

International Journal of Innovation, Creativity and Change. www.ijicc.net
Volume 14, Issue 8, 2020
Table 2: Descriptive Statistics

DPS
Board Size
Board Independence
Board Duality
Proportion of Females in the
Board Ownership Ratio
Board
Institutional Ownership Ratio
Foreign Ownership Ratio
Total Assets
Firm Age
Firm's Financial Leverage
EPS

N

Minimum

Maximum

Mean

Std. Deviation

174
174
174
174
174
174
174
169
174
174
174
174

0.00
3.00
0.40
0.00
0.00
0.00
0.00
0.00
725789
3.00
0.00
-0.457-

1.20
13.00
1.00
1.00
0.29
0.99
1.00
1.00
1211466000
64.00
0.95
1.57

0.07
7.52
0.89
0.18
0.02
0.52
0.52
0.23
64269214
24.95
0.36
0.07

0.19
2.22
0.13
0.39
0.06
0.28
0.29
0.28
191200000
15.63
0.22
0.29

Regression Analysis
Multivariate Regression Analyses
Before conducting the analysis, the regression model was checked for the presence of a
multicollinearity problem between the independent variables. According to Mendenhall et al.,
(1986), multicollinearity does not represent a problem if one is interested in predicting the
dependent variable from several independent variables. However, it does present a problem
when interpreting the individual influence of each independent variable. Moreover, the latter
is one of the major concerns of this investigation. A popular technique for detecting
multicollinearity is by using a correlation matrix. A high correlation between any pair of
independent variables may indicate the presence of multicollinearity. Anderson et al., (1993)
consider an absolute correlation coefficient high if it exceeds 0.7, for any two of the
independent variables. To assess the extent of this problem with respect to the current
regression model, a complete correlation matrix incorporating all the variables was run (see
Table 3). As seen from the table, no high level of correlation is found between any two of the
independent variables, suggesting the absence of a multicollinearity problem.
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Table 3: Correlation matrix
BS
BS
BI
DU

1
0.319

**

-0.098-

BI

DU

GEN

BOR

IOR

FOR

AGE

LEV

EPS

TA

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

1

-

-

-

-

-

-

-

0.06

1

-

-

-

-

-

-

-0.181-*

0.461**

1

-

-

-

-

-

-0.140-

0.377**
0.228-

0.533**

1

-

-

-

-

0.133

-0.018-

1

-

-

-

1
-.373-

**

GEN

0.037

-0.091-

BOR

-0.111-

0.02

IOR

0.012

0.186*

FOR

-0.018-

0.00

AGE

0.178*

-0.048-

FL
EPS

-0.214-

1
**

0.279
0.1130.1390.02
0.090-

-0.123-

**

**

-0.114-

0.203**

-0.204-**

0.099-

0.101

-0.142-

0.00

1

-

0.226**

0.08

0.05

0.07

0.14

0.253**

0.353**

0.172*

0.293-

1

-

**

TA

0.325**

0.139

0.022

0.047

0.069

0.496**

0.501**

0.249**

0.098

0.438**

**

Correlation is significant at the 0.01 level.
Correlation is significant at the 0.05 level.

*

The model is also checked for normality. The variables which deviate significantly from
normality were transformed by using the log function. This can “achieve normality, or linearize
a relationship” (Norusis, 1988, p. 163). The regression model was also checked for the presence
of outliers, and these were subsequently removed from the analysis.
The Table 4 provides the summary results of the regression model. As seen from the table, the
model is highly significant (F = 34.215, p = 0.0000), with an adjusted R2 of 0.692. Therefore,
approximately 69 per cent of the variation in cash dividends per share between the companies
can be explained by the eleven independent variables included in this model.
As for the individual variables, particularly the board composition variables, as seen from the
table, the board size is significant at the one per cent level, with a positive coefficient (t = 3.681,
p = 0.0000), indicating the larger the company’s board of directors, the larger the cash
dividends per share paid by the company. This result provides support to hypothesis one, and
is consistent with Chen et al., (2005), and Bokpin (2011), who examined the effect of board
size on dividend policy and found a significant and positive relationship between them. As
explained earlier, larger boards enjoy several advantages, such as having more experienced and
talented directors (Ntim et al.,, 2015). This can cause improvement in governance practices,
and encourage managers to follow wealth maximising policies, including paying shareholders
larger cash dividends.
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Also, the board duality was found significant at the five per cent level, though with a positive
coefficient (t = 2.211, p = 0.029). This finding is not aligned with the hypothesis two, which
predicts a negative impact of duality upon the dividend payment. A possible explanation of this
finding is suggested by Mehdi et al., (2017), who indicated that in emerging markets, the nature
of the composition of the board should have a negative effect on board performance, and as a
result this leads to an increase in agency costs. Thus, to limit managers’ expropriation of cash
flow, shareholders require a higher dividend pay-out. Other variables representing board
composition, such as gender, and board independence, were found to be insignificant.
As for the variables representing the ownership structure, it can be seen from Table 4 that the
only variable that showed significant impact upon the dividends per share is the institutional
ownership ratio (IOR), with a positive coefficient (t = 2.587, p =0.011). The fact that the
coefficient of this variable is significant and positive indicates that companies with a higher
institutional ownership ratio tend to distribute more cash dividends per share than other
companies do. This is consistent with the results reported by Farinha (2003), who concluded
that institution investors may prefer to pay higher dividends to enhance managerial monitoring
by capital markets, mostly when they think that their own direct monitoring efforts are
inefficient or too costly.
Table 4: Summary results of the regression analysis
Model Summary:
R2
R2 (Adj.)
F

0.713
0.692
34.215

Sig. F = 0.0000

Variables in
Variable

Equation

β

Beta

t-value

Sig. t

-0.235-

0.814

(Constant)

-0.034-

Board Size

0.017

0.181

3.681

0.000

Board Independence

0.000

-0.033-

-0.685-

0.494

Gender

-0.232-

-0.068-

-1.297-

0.197

Duality

0.059

0.113

2.211

0.029

BOR

0.038

0.055

0.985

0.326

IOR

0.109

0.165

2.587

0.011

FOR

-0.015-

-0.022-

-0.342-

0.733

EPS

0.520

0.745

14.162

0.000

Firm Age

0.001

0.063

1.295

0.197

TAlog

-0.014-

-0.044-

-0.699-

0.486

Financial Leverage

-0.006-

-0.007-

-0.127-

0.899
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For the control variables included in the model — EPS, firm’s age, financial leverage, and
firm’s size — it can be seen from the above table that the profitability of the company
represented by the earnings per share (EPS) is highly significant (t = 14.162, p = 0.000). It is
clear from the Beta statistics that the dominant variable in explaining the variations in the
dividend pay-out policy among the manufacturing companies listed on the ASE is the
company’s profitability, as measured by EPS.
In conclusion, based on the statistical significance (t-statistic) of the independent variables
examined in the regression models, the research hypotheses which were supported are: the
board size hypothesis (H1), and the institutional ownership ratio (H6). Thus, the hypotheses
associated with these variables cannot be rejected at, at least, the five per cent level of
significance. As for the duality hypothesis (H4), which was found significant at the five per
cent level, the coefficient was in the opposite direction to that hypothesised. As for the control
variables, the return on equity was found to be highly significant, suggesting that the dividends
pay-out policies of manufacturing companies listed on the ASE are driven by profitability.
Summary and Conclusions
The objective of this study was to examine the impact of board composition, and ownership
structure upon the dividends pay-out policies employed by a sample of manufacturing
companies listed on the ASE for the period of 2013–2015. The study used the size of the board,
board independence, gender (percentage of females in the board), and duality to represent board
composition. Meanwhile, managerial ownership, institutional ownership, and foreign
ownership were used to represent the ownership structure. In addition, several control variables
were used, such as ROA, firm’s age, firm’s size, and financial leverage. The dividend per share,
representing the company’s dividends pay-out policy, served as the dependent variable of the
study. The results of the multiple regression analysis identified the board size, duality,
institutional ownership, and earnings per share to be significantly associated with a variation
in the dividends per share at, at least, the five per cent level. There was an exception in terms
of the duality variable, which had a negative coefficient, contrary to the prediction, and the
other variables indicated a positive relationship with the dividends per share. However, among
these variables, the earnings per share was found to be the most powerful explanatory variable
in the regression model, which was measured by their respective Beta weights.
The above findings concerning board composition, and ownership structure suggest that
shareholders of companies with a large board size, and high institution ownership ratio are
better able to force managers to distribute more cash as dividends, thus lessening the possibility
of expropriation by opportunistic managers. In this regard, an efficient corporate governance
mechanism tends to reduce the agency conflicts of interests between managers and
shareholders, and limits managers’ opportunistic behaviour in deciding the dividend policy.
One of the findings of this study is that there was a significant positive relationship between
563

International Journal of Innovation, Creativity and Change. www.ijicc.net
Volume 14, Issue 8, 2020
duality, and the dividends pay-out policy, which is in the opposite direction of the hypothesized
relationship. This may imply that managers of such companies, in which there is duality, may
be obligated to pay cash dividends to compensate for the poor governance within the company.
On the other hand, companies with a strong governance system may not pay or pay less
dividends, so that they can retain the profit and cash for future profitable projects and without
the need to go to expensive external sources. This finding also has implications for regulatory
authorities, and the ASE, specifically that several companies still do not comply with initiatives
of corporate governance best practices, which require listed companies to separate between the
positions of the chief executive officer and the chairman of the board.
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