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Abstract

Since the arguing about that the listed companies whether paying dividends or
not has some relationship with the value of companies, how to determine the dividend
policies is always the theorists and practitioners’ hot topic. But so far as | know,
although there are so many classic articles which have made a very detailed study on
dividend policy, the “dividend puzzle” is still not resolved, which has become the one
of the top three financial core issues.

In recent years, there is a rapid increase in the number of listed companies in
China, but we found that the number of companies which have not distributed cash
dividends occupied about half of the total number of the listed companies. After a
further analysis about these companies who do not distribute any cash dividends,
there are more than 70% of them are profitable companies, which means they don’t
pay dividend even when they have profit, we call this special phenomenon as “paying
no dividend even have profit”. Theorists and practitioners have different views on this
phenomenon, someone support it, but the others against. The reason why they support
or against in some way are making sense, and it’s very hard to determine. Actually,
the core point of what they argue for is paying no dividend when having profit
whether damage the value of the company or not? If we got the answer and could
solve this problem.

The purpose of this paper is want to solve the issue of company who has profit
but does not pay any dividend whether damage the value of the company or not.
Firstly, both the companies which pay dividend or not when they have profit were
selected as the samples; then from the investors’ yields and companies’ financial
performance respectively to prove whether paying no dividend when having profit
damage the value of the companies or not. We found that the company who paying no
dividend when having profits, has lower yields, various financial performance

indicators related to income has decreased in varying degrees, and cost indicators are



on the rise. We also found that 1/3 of the companies have over-investment behavior,
then we have come to the result that the company who has profit but does not pay any
dividend really damage the value of the company. After getting the positive answer,
the paper further discussed how these companies damaged the value; and found that
may be due to the existence of over-investment and increase of management fee by
manager to damage the value of the companies. Finally, the paper also put forward
solutions for over-investment, that is paying cash dividend could ease the

over-investment behavior and avoid further damage to the companies’ value.

Key words: Paying No Dividend When Having Profit; The Value of Company;

Over-lInvestment
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