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ABSTRACT 

 

 

The purpose of this study is to investigate the relationship between dividend payout 

ratio in Chinese High-tech firms with profitability, firm size, growth opportunities, 

leverage and liquidity. The study used a sample of 226 firms listed on the Shenzhen 

stock exchange and Shanghai stock exchange. These firms were taken from high 

technology industry sector in China. In order to explain the relationships as stated 

above, ordinary least squares regression analysis is used to test the hypotheses. The 

study found that at the pooled data level for whole study period, profitability, growth 

opportunity, liquidity and firm size have significant positive correlation with dividend 

payout ratio(DPR). The variable leverage, however, has a strong negative correlation 

with dividend payout ratio. The findings however differ from term to term (short term, 

medium term and long term); results reflect that leverage is the common variables 

which have influence on DPR across various terms, where profitability, growth 

opportunity, liquidity and firm size are not significantly associated with DPR in short 

term (0-3 years). Similarly, profitability, liquidity and growth opportunity have no 

influence on the dividend payout ratio of the companies in the medium term (4-7 

years). All variables have significant influence on DPR except growth opportunity. 
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ABSTRAK 

 

Kajian ini mengkaji hubungan antara nisbah pembayaran dividen syarikat yang 

berteknologi tinggi dan keuntungan, saiz firma, peluang pertumbuhan, penghutangan 

dan kecairan di China. Kajian tersebut menggunakan sampel 226 buah syarikat yang 

disenaraikan di Shenzhen Stock Exchange dan Shanghai Stock Exchange. Syarikat- 

syarikat ini dipilih dari sektor industri teknologi tinggi di China. Bagi menerangkan 

perhubungan yang dinyatakan di atas, kaedah analisis regresi kuasa dua digunakan 

untuk menguji hipotesis. Oleh itu, hasil kajian menunjukkan bahawa di peringkat data 

terkumpul untuk tempoh keseluruhan kajian, keuntungan, peluang pertumbuhan, 

kecairan dan saiz firma mempunyai hubungan positif dengan nisbah pembayaran 

dividen. Manakala bagi penghutangan, ia menunjukkan hubungan negatif dengan 

nisbah pembayaran dividen. Keputusan tersebut adalah berbeza dari segi tempoh masa 

(jangka pendek: 0-3 tahun, jangka sederhana: 4 - 7 tahun dan jangka panjang: 8 - 10 

tahun). Hasil kajian menunjukkan bahawa penghutangan adalah pembolehubah biasa 

yang mempengaruhi nisbah pembayaran dividen dalam pelbagai segi, manakala bagi 

keuntungan, peluang pertumbuhan, kecairan dan saiz firma, adalah tidak berkaitan 

dengan nisbah pembayaran dividen dalam jangka pendek. Begitu juga, keuntungan, 

kecairan dan peluang pertumbuhan tidak mempengaruhi nisbah pembayaran dividen 

daripada syarikat-syarikat dalam jangka masa sederhana. Semua pembolehubah 

mempunyai pengaruh yang besar ke atas nisbah pembayaran dividen kecuali peluang 

pertumbuhan. 
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1  

CHAPTER ONE 

INTRODUCTION 
1.1 Background of the Study 

 
Since the dividend irrelevance theory was proposed by Miller and Modigliani in 1961, 

corporate dividend policy has been considered as important theoretical and empirical 

study over 40 years. Many questions have been raised by previous researchers such as 

why firms need to pay dividends to shareholders, when firms should pay dividend, 

why investors like to pay attention on dividend payment, what are major factors that 

cause dividend payment increase or decrease. “The harder we look at the dividend 

picture, the more it seems like a puzzle, with pieces that don’t fit together” (Black, 

1976). The firms make profit from its business and the profit will be distributed to 

shareholders in certain proportion which is name as dividend. In 2003, China 

Securities Regulatory Commission made policy that companies can’t financing again 

unless the cash dividend is paid to shareholders. Hence, how to make dividend policy 

become the vital decision for managers of firm and it is the most controversial topic 

in finance as well(Allen & Michaely, 1995). 

China’s high-tech industry has rapid growth in past 30 years ago. According to OECD 

statistic, the china’s export volume of high-tech products grew 33% from 1995 to 2008, 

and value of export increased to 416 billion US dollar from 10 billion. The high-tech 

export, which is made up about 29.05% of china’s total export, which has grown faster 

than other industry. In 2006,China had surpassed Japan ,EU-2 and the US7 as the 

largest exporting country with 16.9% of global market share in high-tech products in 

2006(Xing, 2014). 

China’s share market is relatively young compare to other main exchange stock in the 

world. While Shanghai Exchange Stock(SSE) was only reopened in 1990 after being 



The contents of 

the thesis is for 

internal user 

only 



53  

Reference 

Adu-Boanyah, E., Ayentimi, D. T., & Frank, O.-Y. (2009). Determinants of Dividend 
Payout Ratio of Firms Listed on The Ghana Stock Exchange. Finance and 

Accounting, 4(5), 1–93. 
 

Aivazian, V., Booth, L., & Cleary, S. (2003). Do emerging market firms follow 
different dividend policies from U.S. firms? Journal of Financial Research, 26(3), 
371–387. http://doi.org/10.1111/1475-6803.00064 

 
Al-Ajmi, J., & Hussain, H. A. (2011). Corporate dividends decisions: evidence from 

Saudi Arabia. The Journal of Risk Finance, 12(1), 41–56. 
http://doi.org/10.1108/15265941111100067 

 
Al-Malkawi∗, H.-A. N. (2007). Determinants of Corporate Dividend Policy in Jordan: 

An Application of the Tobit Model. International Journal of Quality & 

Reliability Management, 19(3), 321–344. 
http://doi.org/10.1108/02656710210415703 

 
Al-Najjar, B., & Hussainey, K. (2009). The association between dividend payout and 

outside directorships. Journal of Applied Accounting Research, 10(1), 4–19. 
http://doi.org/10.1108/09675420910963360 

 
Al Shabibi, B. K., & Ramesh, G. (2011). An empirical study on the determinants of 

dividend policy in the UK. International Research Journal of Finance and 

Economics, 80, 105–120. 
 

Allen, F., & Michaely, R. (1995). dividend policy. 
 

Alli, K. L., Khan, A. Q., & Ramirez, G. G. (1993). Determinants of corporate dividend 
policy: A factorial analysis. The Financial Review, 28(4), 523. 
http://doi.org/10.1111/j.1540-6288.1993.tb01361.x 

 
Amidu, M., & Abor, J. (2006). Determinants of dividend payout ratios in Ghana. The 

Journal of Risk Finance, 7(2), 136–145. 
http://doi.org/10.1108/15265940610648580 

 
Ayub, & Mehar. (2005). Corporate Governance and Dividend Policy. Pakistan 

Economic and Social Review, 75290(21), 115–128. 
 

Baiyao, Z. (2011). Dividend Policy in Mainland China and USA, (April). 
 

Baker, H. K., & Powell, G. E. (2000). Determinants of Corporate Dividend Policy : A 
Survey of NYSE Firms. Financial Practice & Education, 10(1), 29–41. 

 
Benartzi, S., Michaely, R., & Thaler, R. (1997). Do changes in dividends signal the 

future or the past? The Journal of Finance, 52(3), 1007–1034. 
http://doi.org/10.2307/2329514 



54  

Berle, A. A., & Means, G. (1932). The modern corporation and private property. 
Macmillan. http://doi.org/10.1007/s13398-014-0173-7.2 

 
Bhattacharya, S. (1979). Imperfect Information, Dividend Policy, and “The Bird in 

the Hand” Fallacy. The Bell Journal of Economics, 10(1), 259–270. 
http://doi.org/10.2307/3003330 

 
Black, F., & Scholes, M. (1974). The effects of dividend yield and dividend policy on 

common stock prices and returns. Journal of Financial Economics, 1(1), 1–22. 
http://doi.org/10.1016/0304-405X(74)90006-3 

 
Bulan, L., & Hull, T. (2013). The impact of technical defaults on dividend policy. 

Journal of Banking and Finance, 37(3), 814–823. 
http://doi.org/10.1016/j.jbankfin.2012.10.014 

 
Chang, R. P., & Rhee, S. G. (1990). The Impact of Personal Taxes on Corporate 

Dividend Policy and Capital Structure Decisions. Financial Management, 19(2), 
21–31. 

 
Chen, J. (2009). Determinants of Dividend Policy : The Evidence from New Zealand. 

International Research Journal of Finance and Economics, 34(34), 18–28. 
Retrieved from http://www.scopus.com/inward/record.url?eid=2-s2.0- 
72249110112&partnerID=tZOtx3y1 

 
Claessens, S., Djankov, S., & Lang, L. H. P. (2000). The separation of ownership and 

control in East Asian Corporations. Journal of Financial Economics (Vol. 58). 
http://doi.org/10.1016/S0304-405X(00)00067-2 

 
Crutchley, C. E., & Hansen, R. S. (1989). A Test of the Agency Theory of Managerial 

Ownership, Corporate Leverage, and Corporate Dividends. Financial 

Management, 18(4), 36–46. http://doi.org/10.2307/3665795 
 

Denis, D. K., & McConnell, J. J. (2003). International Corporate Governance. The 

Journal of Financial and Quantitative Analysis, 38(1), 1–36. 
http://doi.org/10.2307/4126762 

 
Dhanani, A. (2005). Corporate dividend policy: The views of British financial 

managers. Journal of Business Finance and Accounting, 32(7–8), 1625–1672. 
http://doi.org/10.1111/j.0306-686X.2005.00643.x 

 
Fama, E. F., & French, K. R. (2001). Disappearing dividends: Changing firm 

characteristics or lower propensity to pay? Journal of Financial Economics, 
60(1), 3–43. http://doi.org/10.1016/S0304-405X(01)00038-1 

 
Foroghi, D., Karimi, F., & Momeni, Z. (2011). The investigation relationship of 

dividend behavior and likehood of paying dividend with financial variables in 
TEHRAN stock exchange. Interdisciplinary Journal of Contemporary Research 

In Business, 3(8), 390–397. 



55  

Gill, A., Biger, N., Tibrewala, R., & Palmer, S. (2010). Determinants of Dividend 
Payout Ratios : Evidence from United States. 8 The Open Business Journal, 8– 
14. http://doi.org/10.2174/1874915101003010008 

 
Gitman, L. J., & Zutter, C. J. (2002). Principles of Managerial Finance. Financial 

Planning. http://doi.org/10.4324/9780080938196 
 

Glen, J. D., Karmokolias, Y., Miller, R. R., & Shah, S. (1995). Dividend policy and 
behavior in emerging markets : to pay or not to pay. International Finance 

Corporation, 40. Retrieved from http://agris.fao.org/agris- 
search/search.do?recordID=US2012421063 

 
Gordon.M.J. (1959). DIVIDENDS, EARNINGS, AND STOCK PRICES. The Review 

of Economics and Statistics, 76(2), 99–105. 
 

Gordon.M.J. (1963). Management of corporate capital optimal investment and 
financing policy, 18(2), 264–272. 

 
Guizani, M., & Kouki, M. (2011). Ownership-Control Discrepancy and Dividend 

Policy: Evidence from Tunisia. International Business Research, 5(1), 127–139. 
http://doi.org/10.5539/ibr.v5n1p127 

 
Healy, P. M., & Palepu, K. G. (1988). Earnings information conveyed by dividend 

initiations and omissions. Journal of Financial Economics, 21(2), 149–175. 
http://doi.org/10.1016/0304-405X(88)90059-1 

 
Higgins, R. C. (1972). DIVIDEND POLICY AND INCREASING DISCOUNT 

RATES: A CLARIFICATION. Journal of Financial & Quantitative Analysis, 
7(3), 1757–1762. http://doi.org/10.2307/2329800 

 
Ho, H. (2003). Dividend policies in Australia and Japan. International Advances in 

Economic Research, 9(2), 91–100. http://doi.org/10.1007/BF02295710 
 

Huang, J. J., Shen, Y., & Sun, Q. (2011). Nonnegotiable shares, controlling 
shareholders, and dividend payments in China. Journal of Corporate Finance, 
17(1), 122–133. http://doi.org/10.1016/j.jcorpfin.2010.09.007 

 
Imran. (2011). Determinants of Dividend Payout Policy : A Case of Pakistan 

Engineering Sector. The Romanian Economic Journal, (41), 47–60. 
 

Issa, A. I. F. (2015). The Determinants of Dividend Policy : Evidence from Malaysian 
Firms. Research Journal of Finance and Accounting, 6(18), 69–87. 
http://doi.org/10.1017/CBO9781107415324.004 

 
Jensen, M. C. (1986). Agency Costs of Free Cash Flow, Corporate Finance, and 

Takeovers. American Economic Review, 76(2), 323–329. 
http://doi.org/10.2139/ssrn.99580 



56  

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, 
agency costs and ownership structure. Journal of Financial Economics, 3(4), 
305–360. http://doi.org/10.1016/0304-405X(76)90026-X 

 
Juhmani, O. I. (2009). Determinants of dividend payout policy: evidence from 

Bahraini firms. Journal of International Finance and Economics, 9, 77–86. 
 

Kalay, A., & Michaely, R. (2000). Dividends and Taxes: A Re-Examination. 
Financial Management, 29(2), 55–75. http://doi.org/10.2307/3666285 

 
Kania, S. L., & Bacon, F. W. (2005). What Factors Motivate The Corporate Dividend 

Decision? ASBBS E-Journal, 1(1), 97–107. 
 

Kapoor, S., Anil, K., & Misra, A. (2010). Dividend policy determinants of Indian 
FMCG sector: A factorial analysis. Journal of Modern Accounting and Auditing, 
6(964), 1548–6583. 

 
Kaźmierska-Jóźwiak, B. (2015). Determinants of Dividend Policy: Evidence from 

Polish Listed Companies. Procedia Economics and Finance, 23(October 2014), 
473–477. http://doi.org/10.1016/S2212-5671(15)00490-6 

 
Kim, H., & Gu, Z. (2009). Financial features of dividend-paying firms in the 

hospitality industry: A logistic regression analysis. International Journal of 

Hospitality Management, 28(3), 359–366. 
http://doi.org/10.1016/j.ijhm.2008.12.003 

 
Kowalewski, O., Stetsyuk, I., & Talavera, O. (2008). Does corporate governance 

determine dividend payouts in Poland? Post-Communist Economies, 20(2), 203– 
218. http://doi.org/10.1080/14631370802018973 

 
Kwan, C. C. Y. (1981). Efficient Market Tests of The Informational Content of 

Dividend Announceents: Critique and Extension. Journal of Financial And 

Quantitative Analysis, XVI(2), 193–207. http://doi.org/10.2307/2330646 
 

La Porta, R., Lopez-De-Silanes, F., & Shleifer, A. (1999). Corporate Ownership 
Around the World. The Journal of Finance, 54(2), 471–517. 
http://doi.org/10.1111/0022-1082.00115 

 
Lintner, J. (1956). Distribution of Incomes of Corporations Among Dividends, 

Retained Earnings, and Taxes. The American Economic Review, 46(2), 97–113. 
 

Litzenberger, R. H., & Ramaswamy, K. (1979). The effect of personal taxes and 
dividends on capital asset prices. Theory and empirical evidence. Journal of 

Financial Economics, 7(2), 163–195. http://doi.org/10.1016/0304- 
405X(79)90012-6 

 
Liu, S., & Hu, Y. (2005). Empirical analysis of cash dividend payment in chinese 

listed companies. Ature and Science, 5(3), 65–70. 
http://doi.org/10.1017/CBO9781107415324.004 



57  

Malik, F., Gul, S., Khan, M. . T., Ur Rehman, S., & Khan, M. (2013). Factors 
influencing corporate dividend payout decisions of financial and non-financial 
firms. Research Journal of Finance and Accounting, 4(1), 35–47. Retrieved from 
http://www.iiste.org 

 
Matthias A. Nnadi. (2008). The Effect of Taxes on Dividend Policy of Banks in 

Nigeria. African Journal of Business Management, 6(8), 2951–2954. 
http://doi.org/10.5897/AJBM11.1767 

 
Miller, M. H., & Modigliani, F. (1961). Dividend Policy, Growth, and the Valuation 

of Shares. The Journal of Business. http://doi.org/10.1086/294442 
 

Myers, M., & Bacon, F. I. (2004). Academy of Accounting and Financial Studies 
Journal, 12(1). 

 
MYERS, S. C. (1984). The Capital Structure Puzzle. The Journal of Finance, 39(3), 

574–592. http://doi.org/10.1111/j.1540-6261.1984.tb03646.x 
 

Myers, S. C., & Majluf, N. S. (1984). Corporate financing and investment decisions 
when firms have information that investors do not have. Journal of Financial 

Economics, 13(2), 187–221. http://doi.org/10.1016/0304-405X(84)90023-0 
 

Naceur, S. Ben. (2006). On the determinants and dynamics of dividend policy. 
International Review of …, (1976), 1–23. http://doi.org/10.2139/ssrn.889330 

 
Naser, K., Nuseibeh, R., & Rashed, W. (2013). Managers ’ perception of dividend 

policy : Evidence from companies listed on Abu Dhabi Securities Exchange. 
Issues in Business Management and Economics, 1(1), 1–12. 

 
Osman, D., & Mohammed, E. (2010). Dividend Policy in Saudi Arabia. International 

Journal of Business and Finance Research, 4(1), 99–113. 
http://doi.org/10.1016/S0262-1762(00)90203-7 

 
Pruitt, S. W., & Gitman, L. J. (1991). The interactions between the investment, 

financing, and dividend decisions of major US firms. The Financial Review, 
26(3), 409–430. http://doi.org/10.1111/j.1540-6288.1991.tb00388.x 

 
Rozeff, M. S. (1982). Growth, Beta and Agency Costs as Determinants of Dividend 

Payout Ratios. Journal of Financial Research. http://doi.org/10.1111/j.1475- 
6803.1982.tb00299.x 

 
Shleifer, A., & Vishny, R. W. (1986). Large Shareholders and Corporate Control. 

Journal of Political Economy, 94(3), 461. http://doi.org/10.1086/261385 
 

Wang, X., Manry, D., & Wandler, S. (2011a). Stock Dividend Policy in China. 
Journal of Global Business Management, 7, 1–9. 

 
Wang, X., Manry, D., & Wandler, S. (2011b). The impact of government ownership 

on dividend policy in China. Advances in Accounting, 27(2), 366–372. 
http://doi.org/10.1016/j.adiac.2011.08.003 



58  

Wei, G., & Xiao, J. Z. (2009). Equity ownership segregation, shareholder preferences, 
and dividend policy in China. British Accounting Review, 41(3), 169–183. 
http://doi.org/10.1016/j.bar.2009.07.001 

 
Xing, Y. (2014). China’s High-Tech Exports: The Myth and Reality. Asian Economic 

Papers, 13(1), 109–123. http://doi.org/10.1162/ASEP 
 

Zhenglin , Shao & Yungang, L. (2004). A study on dividend policy of listed firms. 
Market Weekly, 3, 45–47. 


	FRONT MATTER
	COPYRIGHT PAGE
	TITLE PAGE
	CERTIFICATION
	DECLARATION 
	ACKNOWLEDGEMENT 
	ABSTRACT 
	ABSTRAK 
	Table of Contents 

	MAIN CHAPTER
	CHAPTER ONE 
	INTRODUCTION 
	1.1 Background of the Study 
	1.2 Problem statement 
	1.3 Research Objectives 
	1.4 Research Questions 
	1.5 Significance of Study 
	1.6 Limitations and Scope 
	1.7 Organization of Study 


	CHAPTER TWO
	LITERATURE REVIEW
	2.1. Introduction 
	2.2 Definition of dividend 
	2.3 Traditional dividend theory 
	2.3.1 Dividend Irrelevance Theory 
	2.3.2 Bird in The Hand Theory 
	2.3.3 Poor tax theory 

	2.4 Modern dividend theory 
	2.4.1 Clintele Effect Theory 
	2.4.2 Signaling Theory 
	2.4.3 Agency Theory 
	2.4.4 Pecking Order Theory 

	2.5 Dividend policy in China 
	2.6 Variables with related Literature Review 
	2.6.1 Liquidity 
	2.6.2 Leverage 
	2.6.3 Firm size 
	2.6.4 Profitability 
	2.6.5 Growth opportunity



	CHAPTER THREE 
	METHODOLOGY
	3.1 Introduction 
	3.2 Theoretical Framework 
	3.2 Hypothesis Development 
	3.2.1 The dependent variable 
	3.2.2 The independent variables 

	3.3 Research Design 
	3.4 Variables Definition 
	3.5 Measurement of Variables 
	3.6 Data Collection 
	3.7 Sampling 
	3.8 Techniques for Data Analysis 
	3.9 Study Model 


	CHAPTER FOUR 
	RESULTS AND DISCUSSION 
	4.1 Introduction 
	4.2 Descriptive Statistics 
	4.3 Collinearity Test 
	4.4 Pearson Correlation 
	4.5 Multiple Linear Regression Analysis 
	4.6 Analysis of Variance (ANOVA) 
	4.7 Discussion 
	4.8 Conclusion


	CHAPTER FIVE 
	CONCLUSION 
	5.1 Introduction 
	5.2 Summary of findings 
	5.3 Limitation of the study 
	5.4 Recommendations for future Research 


	REFERENCES




