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INTRODUCTION 
Corporate dividend policy has been a thing of concern to the financial managers and the firm at large. Firms are 

faced with dilemma of either sharing dividend to stockholders or retaining their earning with the view to 

ploughing it back into the business so as to foster further growth of the business. As the business grows, the 

earning stream of the stockholders also grows over time. The decision of the firm regarding how much earnings 

could be paid out as dividend and how much could be retained is the concern of dividend policy decision. 

Researchers have asserted that firms use dividends as mechanism for financial signalling to the outsiders 

regarding the stability and growth prospects of the firm. On the other hand, earnings retained are the most 

important internal sources of financing the growth of the firm. These two objectives are in conflict as higher 

retained earnings means less dividend and higher dividend rate means less retained earnings. A firm‟s stock 

price is affected among other things by the dividend pattern. Paying out more cash dividends will tend to 

increase the price of the stock. 
However, increasing cash dividends means that less money is available for reinvestment and ploughing back 

fewer earnings into the business will lower the expected growth rate and invariably depress the price of the 

stock. The firm must therefore be very careful in deciding the allocation of earnings to these two objectives. The 

optimal policy is the one that strikes a balance between current dividends and future growth thereby maximizing 

the price of the firm‟s stock. In practice, every firm follows some kind of dividend policy, which retains a 

portion of the net earning in such a manner that it will not constitute a threat to dividend payment. 

ABSTRACT: A payment of dividend to shareholders in the manufacturing sector has not been 

encouraging. The sector has not been consistent in dividend payment over the years. This study examines 

the determinants of dividend payout and its impact on the financial performance of Quoted Manufacturing 

Firms in Nigeria with particular reference to earnings per share, profitability (ROE), liquidity, leverage, 

corporate tax and sales growth. Fourteen quoted manufacturing firms are selected each to represent a 

group of the entire population as classified by the Nigerian Stock Exchange. The regression model is used 

to explore the relationship between the variables of the study for the period of ten years (i.e. 2004-2013). 

The findings of the study show that, earnings per share, profitability (ROE), liquidity and sales growth are 

positively related Dividend payout, while financial leverage and corporate tax are negatively related. This 

implies that, while dividend payout increases as earnings per share, profitability (ROE), liquidity and sales 

growth increase, it decreases with increase in financial leverage and corporate tax. The study also finds out 

insignificant relationship between dividend payments and financial performance indicators (profitability 

and liquidity). Thus, concludes that earnings per share, profitability (ROE), liquidity and sales growth 

have linear relationship while that of financial leverage and corporate tax is inverse. This implies that, the 

higher the ratio of earnings per share, profitability (ROE), liquidity and sales growth the higher the 

dividend payout and the higher the ratio of financial leverage and corporate tax the lower the dividend 

payout. The study also concludes that dividend payment is irrelevant. On this note recommends 

that, earnings per share, profitability (ROE), liquidity and sales growth should be strengthened to maintain 

stable dividend payment that will encourage prospective investors and retained earnings should be seen a 

panacea to increase  performance of the firms among others. 

Keywords: dividend, financial performance, variables prospective investors, retained earnings. 
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Theoretically, corporate dividend polices are known to be a function of many factors. Van Horne (1977) and 

Weston and Brigham (1981) assert that these relevant factors include: legal considerations, liquidity position, 

repayment of debt, restrictions on debt contracts, re-investment opportunities, profitability of operations and 

stability of earnings. Other factors include access to the capital market, cost of raising new funds, need for 

ownership control, national income policies as well as the tax positions of the stockholders. The interplay of 

these factors remains a critical issue in distribution of corporate after tax earnings between retained earnings and 

dividends. Uzoaga and Alozienwa (1974) in their study highlight the pattern of dividend policy pursued by 

Nigerian firms and found little evidence to support the classical determinants of dividend policies in Nigeria. 

Inanga (1978) and Soyode (1975) insist that the problem arising from the change in dividend policy could be 

attributable to the share pricing policy of the capital issue commission (CIC) which seem to have ignored the 

classical factors that should govern the pricing of equity share issues: an action which has led companies to 

abandon all classical forces that determine dividend policy. 
Oyejide (1976) however in his study finds a statistical significant relationship between current year dividends 

and past year net profit. Adelegan (2003) points out that factors such as after tax earnings, economic policy 

changes, firm growth potentials and long term debts influence the dividend policy of quoted firms in Nigeria. In 

the Nigerian context, dividends are often paid twice: the first is the interim dividend and the final dividend. The 

amount to be paid out as dividend is regulated by the government in the monetary and fiscal policies announced 

every year. For instance in 1976/77 fiscal year, the distribution of dividends in excess of 30 percent gross was 

prohibited. In 1978/79 fiscal year the ceiling on dividends was raised from 30 to 40 percent and in 1979/80 

fiscal year it was further raised to 50 percent. A company as a first step might make a forecast of an amount of 

dividends to be paid out provided it was not in excess of the stipulated percentage before the accounts are 

audited. 
After the accounts have been fully prepared, depending of course on the level of earnings, payment of dividends 

will be made, so long as it was below the prescribed percentage (Emekekwue, 2002). This study therefore, looks 

at the determinants of dividend payout and its impact on the financial performance of quoted manufacturing 

firms in Nigeria.  
The Nigerian manufacturing firms have been rated very low in comparison with other sectors in terms of trends 

in dividend payment to their shareholders. According to Arumona (2008), with the exception of the 

conglomerates sub sector, the manufacturing sector has not been consistent in dividend payment over the period 

under study. Fama and French (2001) who have studied dividend payments in the United States, found that only 

about one fifth of public companies pay a dividend. Some of the remainder paid dividends in the past but then 

fell on hard times and were forced to conserve cash. The other non-dividend-payers are mostly growth or 

matured companies as well as many small, rapidly growing firms that have not yet reached full profitability. Of 

course, investors hope that these firms will eventually become profitable and that, when their rate of new 

investment slows down, they will be able to pay a dividend. Fama and French also find that the proportion of 

dividend payers has declined sharply from a peak of 67 percent. According to Brealey and Meyers (2003) the 

main reason for this is that a large number of small growth companies have gone public in the last 20 years. 

Many of these newly listed companies were in high-tech industries, had no earnings, and did not pay dividends. 

But the influx of newly listed growth companies does not fully explain the declining popularity of dividends. It 

seems that even large and profitable firms are somewhat less likely to pay a dividend than was once the case. 
Management of Nigerian companies are therefore left in a dilemma about whether to pay a large, small or zero 

percentage of their earnings as dividends or to retain them for future investments. This has come about as a 

result of the need for management to satisfy the various needs of shareholders. For instance, shareholders who 

need money now for profitable investment opportunities would like to receive high dividends now. On the other 

hand, shareholders who would like to invest in the future will prefer dividends to be retained by the company 

and be reinvested. Usually only firms that are profitable will pay dividends. Some firms in Nigeria have very 

high dividend payout ratio (DPR). Some firms placed heavy emphasis on dividend payment to the extent that 

they pay out dividend even though they reported a loss for that year. This is due to the reluctance of firms to cut 

or omit dividends due to research findings which have shown that investors, in both developed and emerging 

markets, react negatively to a dividend decrease. 
    Payment of dividend to investors is so important that the issue regarding dividend to shareholders need not to 

be overemphasized. However, Arumona, (2008) has shown that firms do not follow a consistent trend in the 

payment of dividend which implies that the importance attached to dividend payment differs from firm to firm. 

In view of the above inconsistencies worthy of investigation, Arumona, (2008) posits that some firms that 

declare huge profits pay small dividend, others pay huge dividends to their shareholders commensurate to their 

profit declaration. In some cases, just a moderate dividend declaration and payment is made after a huge profit 
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declaration. Furthermore, as earlier stated, some firms still declare and pay dividend even when they declare 

losses while some declare just small profit and still pay huge dividend. Considering the above inconsistencies 

among corporate bodies which serve as a problem directly affecting existing or potential investors with its 

negative consequences on survival and expansion of firms, the researcher therefore wants to investigate whether 

corporate earnings and liquidity are the major stimulus that are responsible for an increase or decrease in 

dividend payment among Nigerian manufacturing sector. 
Though many studies have been conducted by financial economists but, the issue of dividend policy 

determinants still remains unresolved. Berkly and Myers (2005) list dividends issue as one of the top ten 

important unresolved issues in the field of advanced corporate finance. Black and Scholes (1976) have it that 

dividends are the primary puzzle in the economics of finance. Miller and Modigliani (1961) view dividend 

payment as irrelevant and maintain that given the investment decision of a firm, dividend payout ratio does not 

affect shareholders‟ wealth. They argue that the value of the firm depends on the firm‟s earnings or its 

investment policy. The split of earnings between dividend and retained earnings has no effect on the firm‟s 

value. They maintain that the theory of dividend irrelevance would still hold if the firm raised external funds to 

finance investment opportunities with positive net present value by issuing debt instead of shares. The 

implication of the theory is that given two firms that have the same set of available investment opportunities, 

their values would be the same even if one paid all its earnings as dividend and the other paid no dividends 

provided that the two firms belong to the same risk class (Olowe, 1998; Osuala, 2005). Other authors such as 

Gordon (1962), Walter (1963), Black (1976), Jenson and Meckling (1976), Miller and Rock (1985), John and 

Williams (1985) and a host of other researchers stress on the relevance of dividend payment. A dividend 

payment resolves uncertainty in the minds of investors. The regular payment of dividend, therefore, creates 

confidence in the minds of the shareholders. Dividends payment may offer tangible evidence of the firm‟s 

ability to generate cash (Bhattacharya, 1979) and investors will be willing to pay higher price for their stock 

than a non dividend payment firm (Van Horne, 2000). 
The study therefore formulated the following research questions 
1. What are the impacts of Corporate earnings, Profitability, Liquidity, Financial leverage, Corporate tax and 

Sales growth on dividend payout of quoted manufacturing firms in Nigeria? 
2. To what extent can the above six variables be utilised in explaining and predicting the dividend payout of 

quoted manufacturing firms in Nigeria? 
3. What is the significance of the six variables in determining the dividend payout of quoted manufacturing 

firms in Nigeria? 
4. What is the separate and combined effect of previous dividend on current profitability and liquidity? 

 

 Objectives of the Study 
The main objective of the study is to assess the determinants of dividend payout and its impact on the 

performance of quoted manufacturing firms in Nigeria.  To achieve this, the specific objectives are to assess the 

impact of: 
1.     Corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales                 growth on 

dividend payout of quoted manufacturing firms in Nigeria. 
2.         Dividend payout on the profitability of quoted manufacturing firms in Nigeria. 
3.         Dividend payout on the liquidity of quoted manufacturing firms in Nigeria. 

 Statement of Hypotheses 
Based on the statement of the problem and objectives of the study the following null hypotheses are formulated 

to guide the study: 
H01: Corporate Earnings, Profitability, Liquidity, Leverage, Corporate Tax and Sales        Growth have no 

positive impact on Dividend Payout of Quoted Manufacturing Firms           in Nigeria. 
H02:   Dividend payout has no significant impact on the profitability of quoted manufacturing      firms in 

Nigeria. 
H03:  Dividend payout has no significant impact on the liquidity of quoted manufacturing            firms in 

Nigeria. 
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LITERATURE REVIEW 
Conceptual Framework 

The Concept of Dividend Payout 
Pandy (1979) defines dividend as that portion of a company‟s net earnings which the directors recommend to be 

distributed to shareholders in proportion to their share holdings in the company. It is usually expressed as a 

percentage of nominal value of the company‟s ordinary share capital or as a fixed amount per share. Dividends 

are usually paid out of the current year‟s profit and sometimes out of general reserves. They are normally paid in 

cash, and this form of dividend payment is known as cash dividend. Another option available to a company for 

the distribution of earnings is by stock dividend (bonus issue) which is supplementary to cash dividend. When 

cash dividend is paid to shareholders, it has an adverse effect on the liquidity position and the reserves of the 

firm as it tends to reduce both of them (cash and reserves). Unlike cash lend, stock dividend does not affect the 

total net work of the firm, as it is a capitalization of owners‟ equity portion. 

According to section 370 sub-section (1) of CAMA, a company may in the annual general meeting, declare 

dividend only on the recommendation of the Directors. The Company may from time to time pay to the 

members such interim dividends as appear to the directors to be justified by the profits of the company. 

According to sub-section (3), the general meetings shall have power to decrease the amount of dividend 

recommended by the directors, but shall have no power to increase the amount recommended. While sub-section 

(5) stated that, subject to the provisions of these act, dividend shall be payable only out of the distributable profit 

of the company. Furthermore, section 381 of CAMA states that a company shall not declare or pay dividends if 

there are reasonable grounds for believing the company is or would be, after the payment, unable to meet up 

with or pay its liabilities as they become due. According to Van Horne (1971) dividend policy entails the 

division of earnings between shareholders and reinvestment in the firm. Retained earnings are a significant 

source of funds for financing corporate growth, but dividend constitutes the cash flows that accrue to 

shareholders. There exist two divergent schools of thought with regards to these, the dividend policy and the 

retained earning policy. 

Dividend Policy refers to the explicit or implicit decision of the Board of Directors regarding to the amount of 

residual earnings (past or present) that should be distributed to the shareholders of the corporation( Gibson, 

2009).  Dividend policy suggests a positive attitude for, it is a deliberate policy to maintain or increase dividend 

at a certain level with the ultimate aim of sustaining the price of the ordinary shares on the stock exchange. This 

is because capital markets are not perfect, although shareholders are indifferent between dividend and retained 

earnings due to market imperfections and uncertainty, but they give a higher value to the current year dividend 

than the future dividend and capital gains. Thus the payment of dividend has a strong influence on the market 

price of the shares. Management might maintain a dividend level even at the expense of liquidity or forced into 

borrowing to do so. With this approach it holds that dividends, on the other hand, are desirable from the 

shareholders point of view, as increasing their current wealth and consequently dividend level determines share 

price as well as indicates the prospect of profitability of the firm. 

On the other hand, profit retention policy tends to suggest a more passive residual attitude towards dividend, that 

is, a passive attitude towards retention. Dividend payout reduces the amount of earnings to be retained in the 

firm and affect the total amount of internal financing. When dividends are treated as a financing decision, the 

net earnings of the firm may be viewed as a significant source of financing the growth of the firm. Dividends 

paid to shareholders represent a distribution of earnings that cannot be profitably reinvested by the firm. The 

approach to dividend is viewed merely as a residual decision. This theory is known as the residual theory of 

dividend and was first proposed by Miller and Modigliani in 1961. Investor prefer to have the firm retain and 

reinvest earnings rather than pay them out in dividend if the return on the investment earnings exceeds the rate 

of return the investors could themselves obtain on other comparative investment. Otherwise, the investors prefer 

dividend. 

 

The Determinants of Dividend Payout 
There is an extensive literature that investigates the Factors Influencing Dividend Policy Decisions. Ababna 

(2004) concludes that the most important factor affecting dividends is firms earning. In another study, Haddadin 

(2006) finds that the most statistically significant variable influencing the payout ratio is the Earnings per Share 

and earnings growth rate which have positive relationships with dividends payout ratio. Thus, the higher the 

firms earnings the higher would be its payment dividends. But ownership and institution holding had no 

significant effect on the payout ratio. Al-Malkawi (2007) examines the determinants of the amount of dividends, 

the results suggest that the proportion of stocks held by insiders and state ownership significantly affect the 
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amount of dividends paid. Size, age, and profitability of the firm seem to be determinant factors of corporate 

dividend policy in Jordan. 

Furthermore, Al-Malkawi (2008) examines the determinants of corporate dividend decisions of publicly quoted 

companies in Jordan as a case study of an emerging market, the results suggest that factors that affect dividend 

policy in developed stock markets seem to apply for this emerging market, for example factors such as size, 

profitability and age increase the likelihood to pay dividends but financial leverage decreases the probability to 

pay dividends. Profitability is found in literatures to impact on dividends policy. Studies by DeAngelo et al 

(1992) find that a significant proportion of companies having losses over a five-year period tend to omit 

dividends entirely. Jensen and Zoun (1992) also find evidence of a positive association between return on assets 

and dividend payouts. Jensen and Johnson (1995) suggest that dividend reduction is the result of deterioration in 

both the profitability and the liquidity of a firm. Meg and Nnadi (2008) show a significant correlation between 

taxes and dividend structure of the banks and also suggest that profit is a major variable in the formation of 

dividend policy of the organizations. Firm size is also found in literature to impact dividend policy. A Study by 

(Smith and Watts, 1992) highlights that the theoretical grounding for the influence of the size effect on dividend 

policy is not strong. Mohammed et al (1995) also conclude that dividend payout related positively with firm 

size. Ho (2003) finds empirical evidence of dividend policies being positively affected by size in Australia. 

Aivazian et al (2003) conclude that both return on equity and profitability positively correlated with the 

dividend payout ratio. Their study also concludes that corporations with high debt ratios often had lower 

dividend payments. They also argue that firm size is positively correlated with dividend payout. However, King 

(2010) finds evidence of the retail minority shareholder base being an important determinant of corporate 

dividend policy. The results are robust when controlled for the factors of size, profitability, financial leverage, 

signalling, agency costs and franking credits related to the relation between debt and dividend. Kania and Bacon 

(2005) results suggest that the positive relationship observed between the debt to total assets ratio and the 

dividend payout ratio produced anomalous results. The higher the firm‟s risk the lower its payout ratio, since a 

greater insider ownership results in a lower dividend. Also cash flow is found in literature to impact on dividend 

policy. 

Charitou and Vafeas (1998) argue that the extent that dividend changes are determined by firm performance, 

both cash flows and aggregate accruals should be significantly associated with dividend changes while cash 

flows and accruals are important in explaining dividend changes. Cash flows are significantly more important 

than accruals since incremental cash flows are important in predicting dividend increases. Charitou (2000) 

concludes that both cash flows and change in earnings have information content in explaining dividend changes. 

The study also confirms that dividend changes and cash flow variables are positively related to future earnings. 

Another study by Adelegan (2003) finds a significant relationship between dividend changes and cash flows. 

Conversely, Khan (2009) finds that cash flows have no impact on dividends policy. This indicates insignificant 

association between cash flows and dividend changes. 

 

Empirical Literature 
Earnings per Share and Dividend Payout 
There is another independent variable used i.e. Earnings per Share (EPS). EPS after tax is used because dividend 

has been paid earning after interest, taxes and after depreciation and calculated as net earnings divided by 

number of shares. Ahmed and Javid (2009) in their study on the determinants of dividend policy show that 

Pakistan‟s listed firms rely more on the current earnings and the prior dividends. Nnamdi (2009) in his study of 

earning dividend relationship in corporate Nigeria identifies the existence of a significant relationship between 

dividend and current and past earnings in Nigeria. According to signalling literature, as noted by John and 

Williams (1985), Kane, Lee, and Marcus (1984), and Miller and Rock (1985), companies appear to utilize 

earnings and dividends in various ways to convey information regarding riskiness and level of future earnings 

and dividends. Prior research, however, suggests that earnings over time are generally characterized by a 

random walk. Studies, such as Ball and Watts (1972), Watts and Leftwich (1977), Ederington (1979), reinforce 

this observation. On the other hand, some alternative models developed by Chant (1980) and Olson and 

McCann (1994) appear to imply that earnings are predictable. More recent studies provide additional insight 

regarding dividend/earnings relationship. For example, Chiang, Davidson, and Okunew (1997) examine this 

relationship using a modified form of the Lintner Model. The objective was to determine whether changes in 

dividends convey any additional information regarding subsequent changes in earnings. They note difficulty in 

isolating the relationship between dividend and earnings due to many of the other changes which occur 

simultaneously in the firm. Their results imply that changes in EPS and DPS are important in the explanation of 
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returns. A study by Shirvani and Wilbratte (1997) conclude that current earnings were an indication of the 

corporation to pay dividends than either cash flows or stock prices. Their work was based on the multivariate 

co-integration tests developed by Johansen and Juselius. Research by Penman and Sougiannis (1997) provide 

evidence in support of the substitution of GAAP earnings for dividends as a forecast target in equity valuation 

analysis. It also documents a negative relationship between dividends and subsequent earnings. This finding 

contrasts with the positive relationship usually found when testing dividend signalling models. 

Musa (2009) uses the parsimonious multiple regression model developed by Musa (2005) to investigate the 

dividend policy of a cross-section of 53 firms quoted on the Nigerian Stock Exchange (NSE) during the period 

1993 to 2002. The model employs five metric variables- previous dividend, current earnings, cash flow, 

investment and net current assets, and three non-metric variables- growth, firm size and industry classification, 

in order to explain as well as predict the dividend policy of quoted firms in Nigeria. The empirical results reveal 

that the five metric variables have significant aggregate impact on the dividend policy of the quoted firms. 

However, three of the variables- current earnings (E), previous dividend [DIVi (t-1)] and cash flow (CF), have 

been found to be robust in the model. Finally, the tests find that none of the three non-metric variables provides 

a statistically significant improvement to the base model. 

Haider, Ali  and Sadiq (2012) examine the impact of earnings on dividend policy and analysis is done on 

Pakistani listed companies. Data is taken from karachi stock exchange from the period of 2005 to 2009. 

Regression analysis, descriptive analysis and modified cross sectional method have been used. In this study five 

variables have been used one is dividend payout as dependent variable and other four are ; discretionary accrual 

(DA), self finance ratio (SFR), return on equity (ROE) and size of the firm as control variable and these 

variables represent an independent variable which is earning management. It is explored that the relationship 

exist between both of the variable but coefficient showed weak relation in such manners that is equal to no 

relationship, reason is the worst situation of the economy. 

Chiang, Huang and Hasiao (2011) examine that whether small and medium enterprise performs earning 

management. The data is taken from the period of 1997 to 2003. In this research pooled cross sectional approach 

is used, zero earning thresh hold test, sensitivity analysis and the sensitivity analysis is also done. The 

relationship between earning management and audit policy is examined by chi-square. Results explore that in 

the situation of minor loss it happens that the control of minor negative earning cause slight positive earnings. It 

is also found that earning management do not have any effect neither by economic cycle nor by industry 

characteristics. It is suggested that further analysis can be done between different service and manufacturing 

industries. Brigham (1995) where a firm‟s dividend policy is seen as a major determinant for a firms‟ 

performance. Similarly, Zakaria and Tan (2007) also stress the fact that investments made by firms‟ influences 

the future earnings and future dividends potential. 

Miller and Modigliani (1961) use logical analysis to explain firms‟ dividend policy. They assert that in a perfect 

market, the value of a firm would be independent of its dividend policy and that a change in dividend policy 

would indicate a change in the management‟s view of future earnings. Benartzi, Michaely, and Thaler (1997) 

find limited support for the view that dividend changes have information content about future earnings of a firm. 

Using a linear regression model and data for 1025 firms, they find no evidence that dividends contain 

information about changes in earnings. They state that “while there is a strong past and concurrent link between 

earnings and dividend changes, the predictive value of changes in dividends seems minimal.” They conclude 

that if there was any information content at all, it was that dividends paid out were adjusted to reflect earnings 

increases in the previous years. 

Mozes and Rapaccioli (1998) utilize data for 681 firms during the time period 1980-1990 and examined the 

relationship between dividends and corporate earnings. Regressing earnings on lagged dividends, they provided 

evidence that large dividend increases lead to a decline in future earnings and small dividend increases lead to 

an increase in future earnings. They further argue that if a firm reported a loss, a decrease in dividends would 

have to reach a certain amount before it provided enough information that the firm would continue to report a 

loss. Mozes and Rapaccioli suggest that the relationship between the dividend decrease and future earnings 

would not be positive and linear. 

Kao and Wu (1994) use a time series regression analysis of 454 firms over the 1965-1986 period and show that 

there was a positive relationship between unexpected dividends and earnings. They further conclude that the 

effectiveness of dividend signalling depends upon firm specific characteristics. Carroll (1995) uses quarterly 

data of 854 firms over the 1975-1984 periods and examines whether quarterly dividend changes predicted future 

earnings. He finds a significant positive relationship between earnings forecast revisions and dividend changes. 

More specifically, his results suggest that dividend increases were followed by an increase in future earnings 

and dividend decreases were followed by a decline in future earnings. Nissim and Ziv (2001) use annual data 
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over the 1963-1998 periods for firms that are listed on either the NYSE or the AMEX. They show that dividend 

increases are directly related to future increases in earnings in each of the two years after the dividend change. 

However, their findings indicate that dividend decreases did not lead to future earnings decreases due to 

“accounting conservatis”. 

Ahmed, Hafeez, Javid and Yasmin (2009) analyze the relationship between earnings and dividends. Sample is 

made off by taking 320 non financial firms which are listed on Karachi stock exchange from 2001 to 2006. They 

use Lintners‟ dividend model (1956) and dynamic panel regression analysis. Variables use in research are 

earning per share, leverage and investment policy, firms‟ size and market capitalization. Results explore that 

dependency of dividend payment depends on current earnings and past dividends. It has been examined that 

firms with high earnings are tend to pay higher dividends because these firms can afford higher cash flows, 

leverage and investment opportunity have negative and market liquidity, ownership concentration have positive 

impact on dividend policy. 

Azhagaiah et al (2009) Analyze the impact of dividend policy of share holder‟s wealth on organic and in 

organic firm‟s of India. The sample is taken of chemical industry‟s 114 listed companies from 1996-1997 and 

2005-2006. Multiple regression model and stepwise regression model is used. In this research five variables 

have been discussed, retained earnings per share, lagged price earnings ratio, dividend per share, lagged market 

price as independent and market price per share is taken as dependent variable. Results expose the significant 

impact of dividend policy on share holder‟s wealth in organic chemical firms and in inorganic chemical 

companies there is no influence found. 

  

Edelstein, Liu and Tsang (2009) analyze the constraints that come in earning management in order to limit the 

effect of dividend payout regulations. The publically available data is taken of 330 firms from the period of 

2000 to 2005. The year 2000 is chosen as a starting year. Multivariate regression and descriptive statistic is 

used. This research made three researches first reduction of REIT that is done through REM, FFO versus NI and 

net income in lieu of taxable income. It is found through descriptive statistic that net income is less than FFO; 

FFO is lower than dividend to net income ratio. 

Ling,  Abdull,  Shahrin and  Othman (2008) examine the dividend policy of 100 listed firms of Malaysia. The 

behaviour of the dividend payout is examined from the year of 2002 to 2005. Correlation method is used. 

Numbers of variables which have been used in this research are six that are ownership structure, profitability, 

growth opportunities, firm risk, firm size and firm leverage. Results expose negative relation between earnings 

and dividend. It is recommended that macro economic factors of industries and dividend policies relationship 

should be analyzed in further research. 

Savov (2006) examines the relationship between investment, earnings and dividend payment. The data is taken 

from German companies which cover the period from 1982 to 2003. Analysis is done only on the data which is 

taken from balance sheet because German firms do not provide cash flow statement of analysis. In this study 

three variables have been used but to represent these variables perfectly more variables have been taken and 

calculations have been done. Ordinary least square regression analysis and descriptive statistic are used tom find 

out the impact. Results explore the negative relationship between earning and dividend payout policy. 

Farsio et al (2004) examine the relation between dividends and earnings. The quarterly data of S&P 500 is used 

from the period of 1988 to 2002. Regression analysis, granger causality test and dickey-fuller test is used. In this 

research two variables have been used dividend per share as dependent and earnings per share as independent 

variable. Previous studies explore higher earnings are the result of dividend payout but this research reveales 

that there is no significant relation between dividend policy and earnings in long run. They recommend that 

different possibilities of relationship between future earnings and dividend should be analyzed. 

Nissim & Ziv (2001) show that dividend increases were directly related to future increases in earnings in each of 

the two years after the dividend change Likewise, Zeckhauser & Pound (1990) in a related study find out that 

there is no significant difference among dividend payouts with or without large block shareholders. 

Profitability and Dividend Payout 
Profitability is an important explanatory variable of dividend policy (Fama & French, 2001; Han et al, 1999). 

Return on assets, selected as profitability of the firm is defined as Net Income divided by Total Assets. 

According to (Belaneset al,2007) the relation between return on asset and the dividend payout is found to be 

positive, in case of the Tunisian companies. Jakob and Johannes (2008) in their study on dividend policy in 

Denmark find that the dividend payers in Denmark are affected by positive earnings, high ROE, large size and 

high retained payment in last year but no relationship is found between market to book ratio, leverage ownership 

structures and dividend decision in Denmark. The financial literature documents that a firm‟s profitability is a 

significant and explanatory variable of dividend policy (Jensen et al., 1992; Han et al., 1999; Fama and French, 
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2000). However, there is a significant difference between dividend policies in developed and developing 

countries. This difference has been reported by Glen et al. (1995), showing that dividend payout rates in 

developing countries are approximately two-thirds of those in developed countries. Moreover, emerging market 

corporations do not follow a stable dividend policy; dividend payment for a given year is based on firm 

profitability for the same year. Profitability (PROF) is the ratio of net profits to the amount of money that 

shareholders have put into the company. ROE has been used in several studies as a proxy for firm profitability 

(Aivazian et al., 2003; ap Gwilym et al., 2004). 

This creates the assumption that the dividend ratio per year is based on firm earnings for the same year. Amidu 

and Abor (2006) find dividend payout policy decision of listed firms in Ghana Stock Exchange is influenced by 

profitability, cash flow position, and growth scenario and investment opportunities of the firms. Profits have 

long been regarded as the primary indicator of a firm‟s capacity to pay dividends. Pruitt and Gitman (1991), in 

their study report that, current and past years‟ profits are important factors in influencing dividend payments. Al 

Kuwari (2009) too finds a significantly positive relationship between the two. 

Osuala (2005) in his study, determinants of corporate dividend policy in Nigeria finds that profitability (EAT) 

and return on equity (ROE) affect dividend payments. Naceur et al (2006) conduct the study on the determinants 

and dynamics of dividend policy of Tunisian stock exchange. They selected 48 firms (non financial) and 

examined weather the managers of the listed firms smooth their dividends or not. They attempt to explain if the 

Tunisian firms follow stable dividend policy? Do dividend yield differ across the industry sector? What are the 

main factors that determine the dividend policies in Tunisia? Baker et al (2007) conduct the study on the 

perception of dividends by Canadian managers by taking the sample of 291 listed firms on Toronto Stock 

Exchange (TSE). The results of the studies regarding the factors influencing dividend policy, matters involving 

with dividend policy and explanation of why firms pay dividend show that the most important factors for 

determinants of dividend are level of expected future earnings, stable earnings, pattern of past dividends and the 

level of current earnings. The evidence of the study suggests that mostly managers of TSE listed firms are still 

making the decision regarding the dividends consistent with survey results and behavioural model of Lintner. 

Shah et al (2010) this is analyzed that what is the impact of dividend policy has on earnings by taking the data 

of Pakistani and Chinese listed companies from year of 2003 to 2007 and from 2002 to 2007 respectively. Cross 

sectional Jones model, regression analysis, and common effect model are used. Basically there are two variables 

in this research dividend payout and earning management, other three variables return on equity (ROE), size of 

the firm (SOF) and self finance ratio (SFR) have been used as controlled variable. Results explored no relation 

exist between earning management and dividend payout policy for both countries. It is suggested that it should 

be found out weather dividend payout play any role to encourage the firm to manage earnings. 

Amidu (2007) finds that dividend policy affects firm performance especially the profitability measured by the 

return on assets. The results showed a positive and significant relationship between return on assets, return on 

equity, growth in sales and dividend policy. This showed that when a firm has a policy to pay dividends, its 

profitability is influenced. The results also showed a statistically significant relationship between profitability 

and dividend payout ratio. A study by Howatt et al. (2009) also conclude that positive changes in dividends are 

associated with positive future changes in mean real earnings per share. 

 

 Liquidity and Dividend Payout 
Liquidity is one of the important considerations in dividend decisions, because dividend represent cash outflow. 

The greater the liquidity of a company by having stable cash flow greater its ability to pay a dividend. Company 

going through development and growth may not be liquid because its funds may go into permanent working 

capital and fixed assets. Companies desire to maintain liquidity up to certain level in order to provide cushion to 

provide financial flexibility and protection against uncertainty. So in order to avoid uncertainty they may be 

reluctant to jeopardize this position by paying dividend. In current study Current Ratio (CR) and Quick test 

Ratio (QR) are used to measure liquidity. CR is most commonly used variable where as QR is more 

conservative measure of liquidity. According to the literature bulk of results explains that there is positive 

relationship present between liquidity and dividend payout behaviour (Jakob & Johannes 2008; Amidu & Abor 

2006; DeAngelo et al, 2004; Ho, 2002; La Porta et al, 2000). 

 

Financial Leverage and Dividend Payout 
Debt always involves high risk as it must be paid off. However, it allows companies to manage return on equity 

for shareholders. High financial leverage is associated with risk, so highly leveraged companies pay lower 

dividends to protect creditors and maintain internal cash flow to fulfil their responsibility. That is, highly 

leveraged firms pay lower dividends to reduce their transaction costs (Gugler &Yurtoglu, 2003; Agrawal & 
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Jayaraman, 1994; Crutchley & Hansen, 1989; Jensen, 1986; and Rozeff, 1982). This suggests that non-dividend 

paying firms have high leverage in comparison to dividend paying firms. To determine the extent to which 

liabilities or debt can affect the pattern of dividend paying; this variable is included as one of the independent 

variables and is defined as total debt to total equity. 

A growing number of studies have found that the level of financial leverage negatively affects dividend policy 

(Jensen et al., 1992; Agrawal & Jayaraman, 1994; Crutchley & Hansen, 1989; Faccio et al., 2001; Gugler & 

Yurtoglu, 2003; Al-Malkawi, 2005). Their studies inferred that highly levered firms look forward to maintaining 

their internal cash flow to fulfil duties, instead of distributing available cash to shareholders and protect their 

creditors. 

However, Mollah et al. (2001) examine an emerging market and find a direct relationship between financial 

leverage and debt-burden level that increases transaction costs. Thus, firms with high leverage ratios have high 

transaction costs, and are in a weak position to pay higher dividends to avoid the cost of external financing. To 

analyze the extent to which debt can affect dividend payouts, this study employed the financial leverage ratio, or 

ratio of liabilities (total short-term and long-term debt) to total shareholders‟ equity. Al Kuwari (2009) too finds 

a significantly negative relationship between the two. The proxy used for financial leverage is Debt to Equity 

Ratio as used in all these studies. 

Asif, Rasool and  Kama (2011) examine the relation between dividend policy and financial leverage. The data of 

403 Pakistani listed companies have been taken from the year 2002 to 2008. Regression analysis on panel data 

with fixed and random effect, and Pearson correlation techniques had been used. Four variables had been used 

in this study, dividend per share was taken as dependent variable and other three debt ratio, change in earnings 

and dividend yield taken as independent variables. Results suggest that dividend per share had significant 

impact of leverage and dividend yield according random affect model. In fixed effect all variables have positive 

coefficient excluding debt ratio. Pakistani companies have been suggested to increase the amount of equity in 

order to improve their capital structure with debt ratio. 

 

Corporate Tax and Dividend Payout 
Omet (2004) makes the same conclusion in case of firms listed on Amman Securities Market and further the tax 

imposition on dividend does not have the significant impact on the dividend behaviour of the listed firms. In 

Indian case Reddy (2006) shows that the dividends paying firms are more profitable, large in size, and growing. 

The corporate tax or tax preference theory does not appear to hold true in Indian context. Corporate tax has been 

taken as an explanatory variable with the expected negative association with dividend payout by Anil and 

Kapoor (2008) in their study on IT sector of India and found it to be insignificant, consistent with Reddy‟s 

conclusion. 

Prior to 2003, the number of companies paying dividends to their shareholders had been on the decline for a 

quarter of a century, according to the American Shareholders Association. That trend reversed dramatically with 

the passage of the Jobs and Growth Tax Relief Reconciliation Act (JGTRRA) on May 23, 2003. Among a host 

of other tax law changes designed to jump-start the economy, this piece of legislation temporarily reduced the 

top individual income tax rate on corporate dividends to 15%. It also reduced the top individual income tax rate 

on long-term capital gains to 15%. 

 

Sales Growth and Dividend Payout 
Signaling theory shows that it is smoother for higher growth firms to payout dividends to the shareholders. This 

signals shareholders that the firms having high growth opportunities. Chen & Dhiensiri (2009) find that in 

Newzeland firms that practice recent development in revenues have tendency to disburse lower dividends. They 

use percentage change in sales annually as proxy for the growth. Higgins (1972) shows that payout ratio is 

negatively related to a firm‟s need for funds to finance growth opportunities. D‟Souza (1999) however shows a 

positive but insignificant relationship in the case of growth. Rozeff (1982), Lloyd et al. (1985), and Collins et al. 

(1996) all show a significantly negative relationship between historical sales growth and dividend payout. 

Higgins (1981) indicates a direct link between growth and financing needs: rapidly growing firms have external 

financing needs because working capital needs normally exceed the incremental cash flows from new sales. 

Growth rate is measured as the growth rate of sales ( Rozeff, 1982; Lloyd et al., 1985; Jensen et al., 1992; Alli et 

al., 1993; Moh‟d et al., 1995; Holder et al., 1998; Chen etal., 1999; Sexsena, 1999; Manos, 2002; Travlos, 

2002). Thus, growth rate has been identified in this study by Annual Sales Growth. Overall literature portrays a 

negative as well as a positive relationship between the dependent variable and sales growth. 

Imran (2011) examines the determinants dividend of payout policy by taking engineering firms of Pakistan in to 

focus. The data is taken from state bank of Pakistan and all firms are listed in Karachi stock exchange, the data 
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of 36 firms has been collected from the period of 1996 to 2008 and source was annual balance sheet. Panel 

regression and cross sectional model has been used. Seven variables have been used in this research dividend 

per share (DPS) has been taken as dependent variable and other six; Earning Per Share (EPS), Cash Flow (CF), 

Profitability, Sale Growth (SG), Size of the Firm (SOF) and Liquidity are taken as independent variables. 

Results show positive relation with all variables except cash flow. 

 

Dividend Payout and the financial Performance.   
Firm performance can be measured by the earnings generated by the company in terms of profitability. There is 

substantial literature on the relationship between dividend policy and profitability. Dividends are important to 

shareholders and potential investors in showing the earnings that a company is generating. Healthy dividends 

payouts thus indicate that companies are generating real earnings rather than cooking books (Barron, 2002). A 

study by Zhou & Ruland (2006) reveal that high dividend payout firms tend to experience strong future earnings 

but relatively low past earnings growth despite market observers having a contradicting view. The findings of 

another study done by Arnott & Asness (2003) also reveal that future earnings growth is associated with high 

rather than low dividend payout. They conclude that historical evidence strongly suggests that expected future 

earnings growth is fastest when current payout ratios are high and slowest when payout ratios are low. Their 

evidence contradicted the view that substantial reinvestment of retained earnings would fuel faster future 

earnings growth. Their study was done to investigate whether dividend policy of the U.S. equity market 

portfolio, forecasts future earnings growth. The study comprised companies in the S&P 500 which tend to be 

large and well established firms in advanced economies (Zhou & Ruland, 2006). Empirical studies need to be 

done in developing capital markets or for newly listed companies which tend to be, less profitable and more 

growth oriented. 

Arnott & Asness (2003) suggest that the positive relationship between current dividend payout and future 

earnings growth is based on the free cash flow theory. Low dividend resulting in low growth may be as a result 

of suboptimal investment and less than ideal projects by managers with excess free cash flows at their disposal. 

This is prominent for firms with limited growth opportunities or a tendency towards over-investment. Paying 

substantial dividends which in turn would require managers to raise funds from issuance of shares, may subject 

management to more scrutiny, reduce conflicts of interest and thus curtail suboptimal investment (Arnott & 

Asness, 2003). This is based on the assumption that suboptimal investments lays the foundation for poor 

earnings growth in the future whereas discipline and a minimization of conflicts will enhance growth of future 

earnings through carefully chosen projects. Therefore, paying dividends to reduce the free cash flows enhances 

the performance of a company since managers will have less cash flows thus avoiding suboptimal investments. 

This is also consistent with the agency cost theory. 

Another explanation by Arnott & Asness (2003) for the positive relationship between dividend payout and 

growth in future earnings is that managers are reluctant to cut dividends. A high payout ratio indicates 

management‟s confidence in the stability and growth of future earnings and a low payout ratio suggests that 

management is not confident of the stability of earnings or sustainability of earnings growth (Arnott & Asness, 

2003). Managers therefore pay low dividends to avoid dividend cuts when earnings drop. The positive 

relationship is also driven by sticky dividends combined with mean reversion in more volatile earnings (Arnott 

& Asness, 2003). The temporary increases and decreases in earnings subsequently reversed cause the payout 

ratio to be positively correlated with future earnings growth. Their robustness check for the mean reversion of 

earnings suggested that earnings seem to revert to the mean but may revert most strongly in terms of their ratio 

to dividends. However, Farsio et al. (2004) argue that no significant relationship between dividends and 

earnings hold in the long run and studies that support this relationship are based on short periods and therefore 

misleading to investors. They proposed three scenarios that would render the long-term relationship of dividends 

and future earnings insignificant. 

First, they point out that an increase in dividends may lead to a decline in funds that are to be reinvested by the 

firm. Firms that pay high dividends without considering investment needs may therefore experience lower future 

earnings (Farsio et al., 2004). There is thus a negative relationship between dividend payout and future earnings. 

Secondly, an increase in dividends in a quarter may be the result of the management‟s policy to keep investors 

satisfied and prevent them from selling the stock at times when future earnings are expected to decline or 

current losses are expected to continue (Farsio et al., 2004). This is a case of rising dividends followed by 

declining earnings. 

Lastly, an increase in dividends may be the result of good performance in previous periods which may continue 

into the future (Farsio et al., 2004). This supports the view of a positive causal relationship between current 

dividends and future earnings. From these scenarios, they argue that the overall long-term relationship is 
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insignificant since there is a positive relationship between dividends and future earnings in some periods and a 

negative relationship in other periods. Nissim & Ziv (2001) show that dividend increases were directly related to 

future increases in earnings in each of the two years after the dividend change. What therefore happens when 

there is a steady increase in dividends for a given number of years? Nissim & Ziv (2001) find that dividend 

increases and decreases are not symmetric. Dividend increases are associated with future profitability for at least 

two years after the dividend change, whereas dividend decreases are not related to future profitability after 

controlling for current and expected profitability. They propose that this lack of association can be explained by 

accounting conservatism. They therefore conclude that there is a positive relationship between dividend payout 

and future earnings but the relationship is stronger for future abnormal earnings. 

In a study that examines whether dividend policy influences firm performance in the Ghana Stock Exchange, 

Amidu (2007) finds that dividend policy affects firm performance especially the profitability measured by the 

return on assets. The results show a positive and significant relationship between return on assets, return on 

equity, growth in sales and dividend policy. This shows that when a firm has a policy to pay dividends, its 

profitability is influenced. The results also show a statistically significant relationship between profitability and 

dividend payout ratio. A study by Howatt et al. (2009) also concludes that positive changes in dividends are 

associated with positive future changes in mean real earnings per share. 

Lie (2005) argues that firms that increase payouts have excess financial flexibility and exhibit positive 

concurrent income shocks and decreases in income volatility, but there is limited evidence of subsequent 

performance improvements. His study reveals that firms that increase payouts have lower past volatility of 

operating income than other firms. The volatility decreases even further. This can be explained by the fact that 

managers increase the firm‟s payout when they believe that the probability of sustaining the current level of 

income is high. Firms that decrease dividends on the other hand, have higher past volatility than other firms, and 

this volatility is on the rise. 

 

Empirical Studies of Dividend Payout Policies in Nigeria 
The earliest major attempt to explain dividend behaviour of companies has been credited to John Lintner (1956) 

who conducts his study on American Companies in the middle of 1950s. Since then there has been an ongoing 

debate on dividend policy in the developed markets resulting in mixed, controversial and inclusive results. This 

issue did not receive any serious attention among academic scholars in Nigeria until 1974 when Uzoaga and 

Alozienwa attempt to highlight the pattern of dividend policy pursued by Nigerian firms particularly since and 

during the period of indigenization and participation programme defined in the decree. Their study covers 52 

company - years of dividend action (13 companies for four years). They claim that they "checked but found very 

little evidence" to support the classical influence that determine dividend policies in Nigeria during these period. 

They conclude that fear and resentment seem to have taken over from the classical forces. However, Inanga 

(1978) and Soyode (1975) comment on the work of Uzoaga and Alozienwa. Inanga conclude that the problem 

arising from the change in dividend policy can be attributed to the share pricing policy of the Capital Issue 

Commission (CIC) which seems to have ignored the classical factors that should govern the pricing of equity 

shares issues. This in turn made companies to abandon "all the classical forces that determine dividend policy". 

Soyode criticises Uzoaga and Alozienwa's work on the ground that it glosses over some important determinants 

of optimal dividend policy and questioned certain conclusions made in the study because they are inadequate or 

a mistaken evaluation. 

Furthermore, Oyejide (1976) empirically tests for company dividend policy in Nigeria using lintner's model as 

modified by Brittain. He disagrees with previous studies and concludes that “the available evidence provides a 

strong and unequivocal support for the conventional devices for explaining the dividend behaviour of Nigerian 

limited liability business organization" However, Odife (1977) criticizes Oyejide's study for failing to adjust for 

stock dividend. He seems to agree with Uzoaga and Aloziewa's conclusion. The inconclusive controversy seems 

to have come to a temporary halt in late 70s. 

 

Theoretical Framework 
Theoretical underpinnings from which the study is grounded are reviewed ranging from earnings theories, 

dividends and firms value theories. Others are agency theories, behavioural theories and earnings management. 

 

 Earnings, Dividends and Firm Value Theories 
There are many models, which theoretically explain the market price of a share. Most of these are based on 

assumptions that each security has an intrinsic value based on the economic conditions of the firm. These 

economic conditions are determined on a basis such as earnings, dividends, capital structure and growth 
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potential. This is called the fundamental stock analysis. Commonly used methods in fundamental analysis are to 

develop different kinds of valuation models, which are usually based on four kinds of criteria: earnings, cash 

flow, dividends and net assets. Fundamental stock analysis explaining the (market) value of the share is here 

divided into two categories: (1) dividend theories and (2) earnings theories. The value of the share can then be 

determined on the basis of discounted dividends or discounted earnings. 

 

 Dividend theories: One of the most commonly used models is the so-called dividend model of share prices, 

based on earnings that the shareholder gains on his share. That model is based on discounted (dividend) earnings 

based on shareholding when the shareholder‟s rate of return is changing8. It is presumed that private investors 

buy future dividends when they buy a share and then a share is worth only what an investor can get out of it. 

The market establishes share prices by discounting an anticipated stream of future dividends. Models based on 

that assumption are, for instance, Walter‟s (1956) model and Gordon‟s (1959, 1962, 1966) model. Solomon‟s 

(1963) model includes discounted dividends and earnings and, on the other hand, investments made by 

discounted retained earnings. His model is an extended version of Walter‟s and Gordon‟s models and includes 

features from both of them. Other dividend based models are Lintner‟s (1962) propositions, Portenfield‟s (1967) 

conceptions, as well as the models of Malkiel–Cragg (1970) and Bower–Bower (1970). The models, which were 

discussed so far, are based on discounted dividends. They presume that the investor knows the stream of future 

dividends and so they suppose perfect knowledge. The model of Whitbeck–Kisord (1963) is not based on 

discounted dividends but also in their model dividends is one of the illustrative factors. Eades (1982) developed 

a dividend signalling model of the dissipative signalling cost type. Hagen (1973) determines the market value of 

the stochastic process representing the company‟s dividend policy. Ohlson (1990) reviews and synthesizes the 

theory of security valuation for multiple date settings with uncertainty. The theory results in a formula that 

determines security value as a function of expected dividends adjusted for their risk and discounted by the term 

structure of risk-free rates. Models such as CAPM is only seen in special cases. Earnings are seen as an 

information variable that suffices to determine a security‟s payoff, price plus dividends. Ohlson postulates that 

only (anticipated) dividends can serve as a generally valid capitalization (present value) attribute of a security 

Goetzmann–Jorion (1995) re-examines the ability of dividend yields to predict long-horizon 

stock returns. They used two series beginning in 1871 (up to 1993), a monthly series for the United States, and 

an annual series for the United Kingdom. As a result, dividend yields only display marginal ability to predict 

stock market returns in either country. Dempsey (1996) advances a discounted dividend model of share prices in 

the context of personal taxation. In terms of the model, consistent costs of capital expressions are advanced 

relating investor and firm perspectives. Rees (1997) analyses a sample of 8,287 firms/years drawn from UK 

industrial and commercial sectors during the years 1987–1995. The evidence strongly suggests that earnings 

distributed as dividends have a bigger impact on value than do earnings retained within the firm. In Finland 

Torkko (1974) tests the application of Gordon‟s model. The sample was 23 firms from the years 1963–1971 but 

the results are not very encouraging. Suvas (1994) tests, in his dissertation, Gordon‟s new model, as well as the 

models of Malkiel–Cragg (1970) and Bower–Bower (1970). Martikainen (1990) studies 28 Finnish companies 

listed on the Helsinki Stock Exchange during 1975–1986 and finds significant positive correlation between the 

dividend growth rate and stock market returns. 

 

 Earnings theories: Many researchers are critical of dividend theories. In traditional earning theories, the 

market price of a share depends on the company‟s profits. Dividends have no effect on the share price. 

Shareholders are presumed to be so traditional that, when the company keeps the profits and does not pay 

dividends, they expect the firm to invest capital so that it gives at least their rate of return. Dividend policy then 

does not affect the market price of the share. According to the theory of financial economics, the value of the 

company can be regarded as the present value of its cash flows.11 Earnings theoreticians include, for instance, 

Miller–Modigliani (1961, 1966)12, Baumol (1963), Friend–Puckett (1964), Watts (1973), Fama (1974), Black–

Scholes (1974), Black (1976), Rubinstein (1976), Ross (1977), Miller–Scholes (1982) and Copeland–Weston 

(1988). The classic work of Miller–Modigliani‟s demonstrated that the firm‟s investment decisions and dividend 

decisions do not depend on one another. They find that a firm‟s taxes, growth and capital structure do not affect 

dividends. Thus dividend policy “does not matter”. 

Pilotte (1986) studied, in his dissertation, the impact of stockholder wealth on external financing by non-

dividend-paying firms. The sample was limited to firms having an established ”no cash dividend” policy. The 

results were generally consistent with the hypothesis that the decision to issue new securities conveys 

information about the managers‟ assessments of the value of the firm‟s assets in place and investment 

opportunities. The sample also indicates that at least some firms obey cash dividend policy, as it would not 
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affect the value of their shares. A different view was also adopted by Bar–Yosef–Kolodny (1976) who explaines 

dividend policy by using the consumer preference theory. Yli-Olli (1979) and Suvas (1994) test the propositions 

of Modigliani–Miller in Finland. Yli-Olli presents the link between the cost of capital and the market valuation 

of the firm based on the theory of Modigliani–Miller and made attempts to modify the assumptions of that 

theory to be comparable with capital markets in Finland. The results show that in Finland the dividend policy 

has no effect on the market value of the firm. 

Suvas (1994) studies the propositions of Modigliani–Miller from different angles. According 

to model, the value of the firm‟s equity becomes zero when expected cash flows to the shareholders are clearly 

positive. Suvas presents an alternative definition of the cost of equity that does not have the drawback of the 

model of Modigliani–Miller. Suvas also derives valuation models for firms with growth opportunities. In 

Finland, Kjellman–Hansen (1993) finds that managers might change their dividend policy if their firms are 

undervalued, since the manager seeks to increase the firm‟s market value. It would mean that managers see 

dividends as one way to affect the market value of the firm. 

 

 Behavioural models of dividend policy: Behavioural models of dividend policy assume that the change in 

dividends can be explained by the last period‟s dividends and the target dividends, which can be expressed as a 

fraction of this period‟s earnings. Lintner (1956) first published the basic model for that kind of dividend policy. 

His model is based on a set of interviews with managers about their dividend policies. From Lintner‟s 

interviews, it was apparent that dividend policies across firms were hardly uniform. Some common 

characteristics were however identified: managers tend to change dividends when unanticipated and non-

transitory changes have occurred in their firm‟s earnings. Using an econometric model based on these perceived 

patterns, Lintner found that he could explain a significant portion of annual dividend changes for a sample of 

companies over the period 1918–1941. According to Lintner, the key determinant of dividend changes is the 

firm‟s bottom line net income. Lintner‟s original findings were supported in later empirical works by Pettit 

(1972), Watts (1973) and Fama (1974), who use the same types of models as Lintner. Healy–Palepu (1988) 

researched earnings information conveyed by dividend initiations and omissions, and the findings reported 

provided strong support for Lintner‟s description of managers‟ decision making processes. As a conclusion, 

Copeland–Weston (1988) propose that most corporations desire to avoid reducing dividends, because a dividend 

cut signals a future permanent decline in earnings. Thus dividends only increase with a lag after earnings rise, 

and dividends increase only after an increase in earnings appears clearly sustainable and relatively permanent. 

The Lintner model has fared well relative to its competitors in tests on aggregate data by Brittain (1966), who in 

his studies isolated the major determinants of corporate dividend policy. Theobald (1978) tests intertemporal 

dividend models by Lintner by using UK data but the results were quite poor. Mantripragada (1976) tests the 

question of stable dividend policy and its relation to share prices. The stable dividend hypothesis argues that the 

market price of a share with stable dividend payments should be higher than the market price of a similar share 

with payments, which fluctuate, on average, by approximately an equal amount. Little empirical support was 

however found in support of the stable dividend hypothesis. Mantripragada‟s empirical study was extended by 

Schnabel‟s (1981) theoretical work where he pointed out that, in the presence of cash demands and quadratic 

liquidation costs, the investor will attempt to hold a portfolio that is efficient along the three dimensions of 

expected return, variance of return, and the variance of dividend yield. 

Kolb (1981) developes, by using the discriminant analysis, a model based on economic and institutional factors 

to determine the payment of dividends and to predict changes in the annual cash dividend of a firm. The most 

significant factors were earnings, liquidity and profitability. Variables designed to measure managerial attitudes 

were of relatively minor importance. Kim (1985) in his dissertation studied if Lintner‟s model could explain 

repatriation of earnings from U.S.-owned foreign subsidiaries to their U.S. parent. The results showed that the 

U.S.-owned foreign subsidiaries had more stable dividend payment records than their U.S. parent companies 

and they did not follow their U.S. parent companies‟ dividend payout policy. Also Hines (1996) used Lintner‟s 

models when comparing U.S. corporations‟ dividend payout from domestic and foreign profits. Baker–Farrelly–

Edelman (1985) carried out a questionnaire survey just like Lintner and found that most of his observations were 

still valid. 

According to Marsh–Merton (1987) except for certain debt-indenture restrictions and accumulated-earnings tax 

penalties, there do not appear to be any significant legal, accounting convention, or corporate-tax factors to exert 

pressures on managers of publicly traded and widely held corporations to follow any particular dividend 

policy”. In that situation, there are factors influencing the dividend decision and dividend policy. They criticized 

Lintner‟s model on the basis that it does not take into account the cross-sectional dependencies among firms‟ 

dividend policies. According to them, it is reasonable to expect that, in additionto its own economic 
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circumstances, the firm would use the dividend behaviour of other firms to calibrate its dividend policy. They 

formed the trend autoregressive model, in which a distributed lag of past dividend together with a time trend 

was used to explain subsequent dividend changes. Campbell–Shiller (1988) studied whether data on accounting 

earnings, when averaged over many years, help to predict the present value of future dividends. Choi (1989) 

finds that regulation effects on the dividend policy exist and this regulation effect increases the dividend payout 

of regulated firms. Thus regulated firms decrease their dividends when they move from regulated environments 

to deregulated environments. Theoretically, a manager‟s task is to maximize the value of the firm. Pinegar–

Wilbricht (1989) surveys the extent to which managers use the assumptions and/or inputs of capital structure 

models generated by academicians in making financing decisions. They find out that, in general financing 

planning, principles are more important in governing the financing decisions than are specific capital structure 

theories. The capital structure decision is less binding than either the investment or dividend decision of the 

firm. In Lintner‟s sample, the dividend changes were largely dividend increases since he primarily surveyed 

healthy firms. DeAngelo–DeAngelo–Skinner (1990) analyse the relation between dividend reduction and poor 

earnings performance by firms listed on the New York Stock Exchange. They found out that an annual loss is 

essentially a necessary but not sufficient condition for dividend deduction. 

Ackert–Smith (1993) researches the difference of narrowly and broadly defined dividends and market 

efficiency. Narrowly defined dividends consist of cash dividends and broadly defined dividends also include 

share repurchases and cash mergers and acquisitions54. Stock prices should reflect the discounted value of total 

expected cash flows received by shareholders rather than just cash dividends. They claim that investors tend to 

receive their stock returns in the form of relative smooth streams of ordinary cash dividends and a more volatile 

series of stock repurchases and cash acquisition payments. 

The study employs correlation research design using cross-sectional panel data of ten years (2004-2013) to 

explore the effect of independent variables on the dependent variable, and the nature of the relationship that 

exist among the variables. 

The population of the study is made up of 98 manufacturing firms classified into 14 a sector by NSE from which 

sample was drawn. They are; Automobile and Tyre 3, Breweries 7, Building Materials 7, Chemical and paints 6, 

Computer and office Equipment 3, Conglomerates 7, Emerging markets 9,Engineering Technology 3, Food, 

Beverages and Tobacco 12, Footwear 2, Health Care 11, Industrial and domestic product 12, Packaging 9, 

Textile7. The total number of companies under all the classifications is 98 from which sample was drawn. 

Thus, the population of the study is the 98 quoted manufacturing firms in the Nigerian stock exchange. These 

manufacturing firms were classified into 14 groups, in which case stratified random sampling technique was 

used to select a firm from each of the groups. Therefore, 14 manufacturing firms were selected as sample to 

represent the entire population of the study. 

 The study utilizes the secondary data from annual reports of the sampled manufacturing firms and the Nigeria 

Stock Exchange Market Fact Book for analysis. 

The regression models (Multiple and Simple) are used with the aid of statistical package for social sciences 

(SPSS) to determine and analyze the impact of corporate earnings, profitability, liquidity, leverage, corporate 

tax and growth as independent variables on dividend per share (DPS) as dependent variable in one aspect, and to 

regress DPS against profitability and liquidity in other aspect. 

Thus, the models for the regression are: 

DPS=f(eps, pft, lq, lvg, ctx & gth)  

PRFTt=f(DPRt-1) 

LIQt=f(DPRt-1) 

Mathematically, 

DPR= b0+ β1eps + β2pft + β3lq + β4lvg + β5ctx + β2gth + µ 

PRTt= α + βdprt-1 

LIQt= α + βdpr t-1 
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DATA PRESENTATION AND ANALYSIS 

H01; EPS, ROE, Liquidity, Leverage, Tax and Sales Growth have no positive impact on Dividend payout 

of quoted Manufacturing firms in Nigeria. 

Table 4.1: Summary of Regression Results and other Statistics of Interlinked Technologies Plc 

DPS Α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient 0.618 0.031 0.669 1.126 0.164 -16.623 -0.085 

P. value 0.907 0.712 0.590 0.498 0.692 0.876 0.974 

R 0.635   

r
2
 0.403   

Source: SPSS Version 15 
The regression line for Interlinked Technologies Plc (DPS= 0.397+0.046eps+0.734roe+1.006lq+0.152levrg-

16.651ctx+0.222grwth) indicates that dividend payout will increase by 0.046% for every 1% increase in earnings 

per share (EPS), increase by 0.734% for every 1% increase in return on equity (ROE), increase by 1.006% for 

every 1% increase in liquidity, increase by 0.152% for every 1% increase in leverage, decrease by 16.651% for 

every 1% increase in corporate tax and increase by 0.222% for every 1% increase in sales growth. The 

significant values or P-values of 0.569, 0.541, 0.505, 0.703, 0.870 & 0.929 in all the respective variables are 

greater than the t-value of 0.05. We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the 

impact of corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales growth on 

dividend payout of interlinked technologies plc is insignificant. The correlation coefficient (r) of 0.667 shows a 

moderate relationship and the coefficient of determination (r
2
) of 0.446 indicates that about 45% of variation in 

dividend payout can be explained by corporate earnings, profitability, liquidity, financial leverage, corporate tax 

and sales growth. 

Table 4.2: Summary of Regression Results and other Statistics of Lennards Nig. Plc 

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient 0.708 0.114 -3.911 -0.317 8.364 -2.245 2.328 

P. value 0.772 0.100 0.297 0.441 0.636 0.439 0.602 

r 0.927   

r
2
 0.859   

Source: SPSS Version 15 
The regression line for Lennards Nig. Plc (DPS= 0.708+0.114eps-3.911roe-0.317lq+8.364levrg-2.245ctx+2.328grwth) 

indicates that dividend per share will increase by 0.114% for every 1% increase in earnings per share (EPS), 

decrease by 3.911% for every 1% increase in return on equity (ROE), decrease by 0.317% for every 1% increase 

in liquidity, increase by 8.364% for every 1% increase in leverage, decrease by 2.245% for every 1% increase in 

corporate tax and increase by 2.328% for every 1% increase in sales growth. The significant values or P-values 

of 0.100, 0.297, 0.441, 0.636, 0.439 & 0.602 in all the respective variables are greater than the t-value of 0.05. 

The study therefore, accept Null Hypothesis and reject Alternative hypothesis that the impact of corporate 

earnings, profitability, liquidity, financial leverage, corporate tax and sales growth on dividend payout of 

Lennards Nigeria Plc is insignificant. The correlation coefficient (r) of 0.927 shows a strong relationship and the 

coefficient of determination (r
2
) of 0.859 indicates that about 86% of variation in dividend payout can be 

explained by corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales growth. 

Table 4.3: Summary of Regression Results and other Statistics of Guinness Nig. Plc 

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient -8.252 -0.231 36.940 4.428 -1.171 -73.474 2.608 

P. value   0.908 0.388 0.705 0.884 0.555 0.847 

r 0.834   

r
2
 0.695   

Source: SPSS Version 15 
The regression line for Guinness Nig. Plc (DPS= -8.252-0.231eps+36.940roe+4.428lq-1.171levrg-

73.474ctx+2.608grwth) indicates that dividend per share will decrease by 0.231% for every 1% increase in earnings 

per share (EPS), increase by 36.940% for every 1% increase in return on equity (ROE), increase by 4.428% for 

every 1% increase in liquidity, decrease by 1.171% for every 1% increase in leverage, decrease by 73.474% for 

every 1% increase in corporate tax and increase by 2.608% for every 1% increase in sales growth. The 

significant values or P-values of 0.908, 0.388, 0.705, 0.884, 0.555 & 0.847 in all the respective variables are 

greater than the t-value of 0.05. We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the 
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impact of corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales growth on 

dividend payout of Guinness Nig. Plc is insignificant. The correlation coefficient (r) of 0.834 shows a strong 

relationship and the coefficient of determination (r
2
) of 0.695 indicates that about 70% of variation in dividend 

payout can be explained by corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales 

growth. 

Table 4.4: Summary of Regression Results and other Statistics of Guinness Nig. Plc 

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient -8.252 -0.231 36.940 4.428 -1.171 -73.474 2.608 

P. value   0.908 0.388 0.705 0.884 0.555 0.847 

r 0.834   

r
2
 0.695   

Source: SPSS Version 15 
The regression line for Guinness Nig. Plc (DPS= -8.252-0.231eps+36.940roe+4.428lq-1.171levrg-

73.474ctx+2.608grwth) indicates that dividend per share will decrease by 0.231% for every 1% increase in earnings 

per share (EPS), increase by 36.940% for every 1% increase in return on equity (ROE), increase by 4.428% for 

every 1% increase in liquidity, decrease by 1.171% for every 1% increase in leverage, decrease by 73.474% for 

every 1% increase in corporate tax and increase by 2.608% for every 1% increase in sales growth. The 

significant values or P-values of 0.908, 0.388, 0.705, 0.884, 0.555 & 0.847 in all the respective variables are 

greater than the t-value of 0.05. We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the 

impact of corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales growth on 

dividend payout of Guinness Nig. Plc is insignificant. The correlation coefficient (r) of 0.834 shows a strong 

relationship and the coefficient of determination (r
2
) of 0.695 indicates that about 70% of variation in dividend 

payout can be explained by corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales 

growth. 

Table 4.5: Summary of Regression Results and other Statistics of 7-UP Bottling Company Plc  

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient 0.318 0.535 -3.886 0.008 2.025 -8.058 0.133 

P. value   0.120 0.017 0.957 0.184 0.325 0.679 

r 0.987   

r
2
 0.974   

Source: SPSS Version 15 
The regression line for 7-UP Bottling Company Plc (DPS= 0.318+0.535eps-3.886roe+0.008lq+2.025levrg-

8.058ctx+0.133grwth) indicates that dividend per share will increase by 0.535% for every 1% increase in earnings 

per share (EPS), decrease by 3.886% for every 1% increase in return on equity (ROE), increase by 0.008% for 

every 1% increase in liquidity, increase by 2.025% for every 1% increase in leverage, decrease by 8.058% for 

every 1% increase in corporate tax and increase by 0.133% for every 1% increase in sales growth. The 

significant values or P-values of 0.120, 0.017, 0.957, 0.184, 0.325 & 0.679 in all the respective firms are greater 

than the t-value of 0.05 except for ROE. Thus, we accept Null Hypothesis that the impact of liquidity, financial 

leverage, corporate tax and sales growth on dividend payout of 7-UP Bottling Company Plc is insignificant. The 

correlation coefficient (r) of 0.987 shows a strong relationship and the coefficient of determination (r
2
) of 0.974 

indicates that about 97% of variation in dividend payout can be explained by corporate earnings, profitability, 

liquidity, financial leverage, corporate tax and sales growth. 

Table 4.6: Summary of Regression Results and other Statistics of Ashaka Cement Plc   

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient -0.623 0.116 2.969 0.106 -1.373 0.315 4.314 

P. value   0.933 0.706 0.604 0.655 0.853 0.362 

r 0.933   

r
2
 0.871   

Source: SPSS Version 15 
The regression line for Ashaka Cement Plc (DPS= -0.623+0.116eps+2.969roe+0.106lq-

1.373levrg+0.315ctx+4.314grwth) indicates that dividend per share will increase by 0.116% for every 1% increase in 

earnings per share (EPS), increase by 2.969% for every 1% increase in return on equity (ROE), increase by 

0.106% for every 1% increase in liquidity, decrease by 1.373% for every 1% increase in leverage, increase by 

0.315% for every 1% increase in corporate tax and increase by 4.314% for every 1% increase in sales growth. 
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The significant values or P-values of 0.933, 0.706, 0.604, 0.655, 0.853 & 0.362 in all the respective variables are 

greater than the t-value of 0.05. We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the 

impact of corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales growth on 

dividend payout of Ashaka Cement Plc is insignificant. The correlation coefficient (r) of 0.933 shows a strong 

relationship and the coefficient of determination (r
2
) of 0.871 indicates that about 87% of variation in dividend 

payout can be explained by corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales 

growth. 

Table 4.7: Summary of Regression Results and other Statistics of Dunlop Nig. Plc    

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient 0.185 -0.020 0.199 -0.054 -0.047 7.444 -0.150 

P. value   0.890 0.577 0.328 0.372 0.278 0.675 

r 0.847   

r
2
 0.717   

Source: SPSS Version 15 
The regression line for Dunlop Nig. Plc (DPS= 0.185-0.020eps+0.199roe-0.054lq-0.047levrg+7.444ctx-0.150grwth) 

indicates that dividend per share will decrease by 0.020% for every 1% increase in earnings per share (EPS), 

increase by 0.199% for every 1% increase in return on equity (ROE), decrease by 0.054% for every 1% increase 

in liquidity, decrease by 0.047% for every 1% increase in leverage, increase by 7.444% for every 1% increase in 

corporate tax and decrease by 0.150% for every 1% increase in sales growth. The significant values or P-values 

of 0.890, 0.577, 0.328, 0.372, 0.278 & 0.675 in all the respective variables are greater than the t-value of 0.05. 

We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the impact of corporate earnings, 

profitability, liquidity, financial leverage, corporate tax and sales growth on dividend payout of Dunlop Nig. 

Plc is insignificant. The correlation coefficient (r) of 0.847 shows a strong relationship and the coefficient of 

determination (r
2
) of 0.717 indicates that about 72% of variation in dividend payout can be explained 

by corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales growth. 

Table 4.8: Summary of Regression Results and other Statistics of NCR Nig. Plc     

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient 0.474 0.151 0.497 -0.227 0.179 -8.347 0.100 

P. value   0.136 0.210 0.333 0.574 0.054 0.866 

r 0.991   

r
2
 0.982   

Source: SPSS Version 15 
The regression line for NCR Nig. Plc (DPS= 0.474+0.151eps+0.497roe-0.227lq+0.179levrg-8.347ctx+0.100grwth) 

indicates that dividend per share will decrease by 0.151% for every 1% increase in earnings per share (EPS), 

increase by 0.497% for every 1% increase in return on equity (ROE), decrease by 0.227% for every 1% increase 

in liquidity, increase by 0.179% for every 1% increase in leverage, decrease by 8.347% for every 1% increase in 

corporate tax and increase by 0.100% for every 1% increase in sales growth. The significant values or P-values 

of 0.136, 0.210, 0.333, 0.574, 0.054 & 0.866 in all the respective variables are greater than the t-value of 0.05. 

We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the impact of corporate earnings, 

profitability, liquidity, financial leverage, corporate tax and sales growth on dividend payout of NCR Nig. Plc is 

insignificant. The correlation coefficient (r) of 0.991 shows a strong relationship and the coefficient of 

determination (r
2
) of 0.982 indicates that about 98% of variation in dividend payout can be explained 

by corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales growth. 

Table 4.9: Summary of Regression Results and other Statistics of Vitafoam Nig. Plc      

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient 0.289 0.087 -0.106 -0.103 -0.020 4.712 -0.050 

P. value   0.675 0.640 0.677 0.877 0.164 0.778 

r 0.919   

r
2
 0.844   

Source: SPSS Version 15 
The regression line for Vitafoam Nig. Plc (DPS= 0.289+0.087eps-0.106roe-0.103lq-0.020levrg+4.712ctx-0.050grwth) 

indicates that dividend per share will increase by 0.087% for every 1% increase in earnings per share (EPS), 

decrease by 0.106% for every 1% increase in return on equity (ROE), decrease by 0.103% for every 1% increase 

in liquidity, decrease by 0.020% for every 1% increase in leverage, increase by 4.712% for every 1% increase in 
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corporate tax and decrease by 0.050% for every 1% increase in sales growth. The significant values or P-values 

of 0.675, 0.640, 0.677, 0.877, 0.164 & 0.778 in all the respective variables are greater than the t-value of 0.05. 

We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the impact of corporate earnings, 

profitability, liquidity, financial leverage, corporate tax and sales growth on dividend payout of Vitafoam Nig. 

Plc is insignificant. The correlation coefficient (r) of 0.919 shows a strong relationship and the coefficient of 

determination (r
2
) of 0.844 indicates that about 84% of variation in dividend payout can be explained 

by corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales growth. 

Table 4.10: Summary of Regression Results and other Statistics of Adswitch Plc       

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient 86.256 -2.935 91.868 -20.686 -98.683 95.883 3.933 

P. value   0.082 0.068 0.047 0.046 0.041 0.060 

r 0.963   

r
2
 0.927   

Source: SPSS Version 15 
The regression line for Adswitch Plc (DPS= 86.256-2.935eps+91.868roe-20.686lq-98.683levrg+95.883ctx+3.933grwth) 

indicates that dividend per share will decrease by 2.935% for every 1% increase in earnings per share (EPS), 

increase by 91.868% for every 1% increase in return on equity (ROE), decrease by 20.686% for every 1% 

increase in liquidity, decrease by 98.883% for every 1% increase in leverage, increase by 95.883% for every 1% 

increase in corporate tax and increase by 3.933% for every 1% increase in sales growth. The significant values 

or P-values of 0.082, 0.068, 0.047, 0.046, 0.041 & 0.060 indicate that at 10% all the respective variables are 

significant, but at 5% EPS, ROE & Sales Growth are not significant. In this case, the result is mixed. The 

correlation coefficient (r) of 0.963 shows a strong relationship and the coefficient of determination (r
2
) of 0.927 

indicates that about 93% of variation in dividend payout can be explained by corporate earnings, profitability, 

liquidity, financial leverage, corporate tax and sales growth. 

Table 4.11: Summary of Regression Results and other Statistics of Ekocorp Plc       

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient -0.235 -0.625 7.487 0.042 -4.767 -0.706 4.056 

P. value 0.063 0.377 0.078 0.087 0.026 0.057 0.016 

r 0.965   

r
2
 0.931   

Source: SPSS Version 15 
The regression line for Ekocorp Plc (DPS= -0.235-0.625eps+7.487roe+0.042lq-4.767levrg-0.706ctx+4.056grwth) 

indicates that dividend per share will decrease by 0.625% for every 1% increase in earnings per share (EPS), 

increase by 7.487% for every 1% increase in return on equity (ROE), increase by 0.042% for every 1% increase 

in liquidity, decrease by 4.767% for every 1% increase in leverage, decrease by 0.706% for every 1% increase 

in corporate tax and increase by 4.056% for every 1% increase in sales growth. The significant values or P-

values of 0.063, 0.377, 0.078, 0.087, 0.026 & 0.016 in all the respective variables are greater than the t-value of 

0.05 except for corporate tax and sales growth. We, therefore, accept Null Hypothesis and reject Alternative 

hypothesis that the impact of corporate earnings, profitability, liquidity, financial leverage, corporate tax and 

sales growth on dividend payout of Ekocorp Plc is insignificant. The correlation coefficient (r) of 0.965 shows a 

strong relationship and the coefficient of determination (r
2
) of 0.931 indicates that about 93% of variation in 

dividend payout can be explained by corporate earnings, profitability, liquidity, financial leverage, corporate tax 

and sales growth. 

Table 4.12: Summary of Regression Results and other Statistics of Avon Crowncaps & Containers Nig. 

Plc        

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient -0.017 0.130 0.509 0.001 -0.003 -0.165 0.086 

P. value 0.932 0.757 0.772 0.994 0.976 0.548 0.612 

r 0.913   

r
2
 0.833   

Source: SPSS Version 15 
The regression line for Avon Crowncaps & Containers Nig. Plc (DPS= -0.017+0.130eps+0.509roe+0.001lq-

0.003levrg-0.165ctx+0.086grwth) indicates that dividend per share will increase by 0.130% for every 1% increase in 

earnings per share (EPS), increase by 0.509% for every 1% increase in return on equity (ROE), increase by 
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0.001% for every 1% increase in liquidity, decrease by 0.003% for every 1% increase in leverage, decrease by 

0.165% for every 1% increase in corporate tax and increase by 0.086% for every 1% increase in sales growth. 

The significant values or P-values of 0.757, 0.772, 0.994, 0.976, 0.548 & 0.612 in all the respective variables are 

greater than the t-value of 0.05. We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the 

impact of corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales growth on 

dividend payout of Avon Crowncaps & Containers Nig. Plc is insignificant. The correlation coefficient (r) of 

0.913 shows a strong relationship and the coefficient of determination (r
2
) of 0.833 indicates that about 83% of 

variation in dividend payout can be explained by corporate earnings, profitability, liquidity, financial leverage, 

corporate tax and sales growth. 

Table 4.13: Summary of Regression Results and other Statistics of Berger Paints Nig. Plc         

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient 0.038 0.376 0.067 0.053 -0.001 -1.106 0.001 

P. value   0.055 0.905 0.163 0.995 0.374 0.996 

r 0.992   

r
2
 0.983   

Source: SPSS Version 15 
The regression line for Berger Paints Nig. Plc (DPS= 0.038+0.376eps+0.067roe+0.053lq-0.001levrg-

1.106ctx+0.001grwth) indicates that dividend per share will increase by 0.376% for every 1% increase in earnings 

per share (EPS), increase by 0.067% for every 1% increase in return on equity (ROE), increase by 0.053% for 

every 1% increase in liquidity, decrease by 0.001% for every 1% increase in leverage, decrease by 1.106% for 

every 1% increase in corporate tax and increase by 0.001% for every 1% increase in sales growth. The 

significant values or P-values of 0.055, 0.905, 0.163, 0.995, 0.374 & 0.996 in all the respective variables are 

greater than the t-value of 0.05. We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the 

impact of corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales growth on 

dividend payout of Berger Paints Nig. Plc is insignificant. The correlation coefficient (r) of 0.992 shows a strong 

relationship and the coefficient of determination (r
2
) of 0.983 indicates that about 98% of variation in dividend 

payout can be explained by corporate earnings, profitability, liquidity, financial leverage, corporate tax and sales 

growth. 

Table 4.14: Summary of Regression Results and other Statistics of United Nigeria Textiles         

DPS α β1EPS β2ROE β3LQ β4LEVRG β5CTX β6GRWTH 

Coefficient -0.604 0.277 -1.083 0.037 1.677 6.921 0.125 

P. value   0.027 0.139 0.120 0.083 0.164 0.510 

r 0.946   

r
2
 0.895   

Source: SPSS Version 15 
The regression line for United Nigeria Textiles (DPS= -0.604+0.277eps-

1.083roe+0.037lq+1.677levrg+6.921ctx+0.125grwth) indicates that dividend per share will increase by 0.277% for 

every 1% increase in earnings per share (EPS), decrease by 1.083% for every 1% increase in return on equity 

(ROE), increase by 0.037% for every 1% increase in liquidity, increase by 1.677% for every 1% increase in 

leverage, increase by 6.921% for every 1% increase in corporate tax and increase by 0.125% for every 1% 

increase in sales growth. The significant values or P-values of 0.027, 0.139, 0.120, 0.083, 0.164 & 0.510 in all 

the respective variables are greater than the t-value of 0.05. We, therefore, accept Null Hypothesis and reject 

Alternative hypothesis that the impact of corporate earnings, profitability, liquidity, financial leverage, corporate 

tax and sales growth on dividend payout of United Nigeria Textiles is insignificant except for EPS. The 

correlation coefficient (r) of 0.946 shows a strong relationship and the coefficient of determination (r
2
) of 0.895 

indicates that about 90% of variation in dividend payout can be explained by corporate earnings, profitability, 

liquidity, financial leverage, corporate tax and sales growth. 

H02; Dividend payout has no positive impact on profitability of quoted manufacturing firms in Nigeria. 
Base on this Hypothesis, only firms that are consistent in dividend payments are used. Thus, previous dividend 

payout is regressed against current profitability. Hence nine years are used. 
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Table 4.15: Summary of Regression Results and other Statistics 

PRFT Guinness Nig. Plc 

Α 0.256 

βdpr  0.015 

Sig. level  0.026 

R  0.695 

r
2
  0.483 

Tα  0.05 

Source: SPSS Version 15 
The regression line for Guinness Nig. Plc (PRFT=0.256+0.015dpr) indicates that profitability will increase by 

0.015% for every 1% increase in dividend payout. The significant value or P-value of 0.026 is less than the t-

value of 0.05. We, therefore, accept Alternative Hypothesis and reject Null hypothesis that the impact of 

dividend payout on profitability of Guinness Nig. Plc is significant. The correlation coefficient (r) of 0.695 

shows a moderate relationship and the coefficient of determination (r
2
) of 0.483 indicates that about 48% of 

variation in profitability is explained by dividend payout. 

Table 4.16: Summary of Regression Results and other Statistics 

PRFT A.G. Leventis Nig. Plc 

Α 0.021 

βdpr  0.659 

Sig. level  0.006 

R  0.790 

r
2
  0.625 

Tα  0.05 

Source: SPSS Version 15 
The regression line for A.G. Leventis Nig. Plc (PRFT=0.021+0.659dpr) indicates that profitability will increase 

by 0.659% for every 1% increase in dividend payout. The significant value or P-value of 0.006 is less than the t-

value of 0.05. We, therefore, accept Alternative Hypothesis and reject Null hypothesis that the impact of 

dividend payout on profitability of A.G. Leventis Nig. Plc is significant. The correlation coefficient (r) of 0.790 

shows a strong relationship and the coefficient of determination (r
2
) of 0.625 indicates that about 63% of 

variation in profitability is explained by dividend payout. 

Table 4.17: Summary of Regression Results and other Statistics 

PRFT 7-UP Bottling Company Plc 

Α 0.501 

βdpr -0.187 

Sig. level  0.011 

R  0.760 

r
2
  0.577 

Tα  0.05 

Source: SPSS Version 15 
The regression line for 7-UP Bottling Company Plc (PRFT=0.501-0.187dpr) indicates that profitability will 

decrease by 0.187% for every 1% increase in dividend payout. The significant value or P-value of 0.011 is less 

than the t-value of 0.05. In this case, we accept Alternative hypothesis that the impact of dividend payout 

on profitability of 7-UP Bottling Company Plc is significant. The correlation coefficient (r) of 0.760 shows a 

moderate relationship and the coefficient of determination (r
2
) of 0.577 indicates that about 58% of variation in 

profitability is explained by dividend payout. 

Table 4.18: Summary of Regression Results and other Statistics 

PRFT Vitafoam Nig. Plc 

Α 0.049 

βdpr  0.780 

Sig. level  0.141 

R  0.500 

r
2
  0.250 

Tα  0.05 
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Source: SPSS Version 15 
The regression line for Vitafoam Nig. Plc (PRFT=0.049+0.780dpr) indicates that profitability will increase by 

0.780% for every 1% increase in dividend payout. The significant value or P-value of 0.141 is greater than the t-

value of 0.05. We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the impact of 

dividend payout on profitability of Vitafoam Nig. Plc is insignificant. The correlation coefficient (r) of 0.500 

shows a moderate relationship and the coefficient of determination (r
2
) of 0.250 indicates that about 25% of 

variation in profitability is explained by dividend payout. 

Table 4.19: Summary of Regression Results and other Statistics 

PRFT Berger Paints Nig. Plc 

Α 0.025 

βdpr  0.414 

Sig. level  0.016 

R  0.734 

r
2
  0.538 

Tα  0.05 

Source: SPSS Version 15 
The regression line for Berger Paints Nig. Plc (PRFT=0.025+0.414dpr) indicates that profitability will increase 

by 0.414% for every 1% increase in dividend payout. The significant value or P-value of 0.016 is less than the t-

value of 0.05. We, therefore, accept Alternative Hypothesis and reject Null hypothesis that the impact of 

dividend payout on profitability of Berger Paints Nig. Plc is significant. The correlation coefficient (r) of 0.734 

shows a moderate relationship and the coefficient of determination (r
2
) of 0.538 indicates that about 54% of 

variation in profitability is explained by dividend payout. 

 H03; Dividend payout has no positive impact on liquidity of quoted manufacturing firms in Nigeria. 
Base on this Hypothesis, only firms that are consistent in dividend payments are used. Thus, previous dividend 

payout is regressed against current liquidity. Hence nine years are used. 

Table 4.20: Summary of Regression Results and other Statistics 

LIQ Guinness Nig. Plc 

Α 1.708 

βdpr  0.020 

Sig. level  0.245 

R  0.405 

r
2
  0.164 

Tα  0.05 

Source: SPSS Version 15 
The regression line for Guinness Nig. Plc (LQ=1.708+0.020dpr) indicates that liquidity will increase by 0.020% 

for every 1% increase in dividend payout. The significant value or P-value of 0.245 is greater than the t-value of 

0.05. We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the impact of dividend payout 

on liquidity of Guinness Nig. Plc is insignificant. The correlation coefficient (r) of 0.405 shows a weak 

relationship and the coefficient of determination (r
2
) of 0.164 indicates that about 16% of variation in liquidity is 

explained by dividend payout.  

4.21 Summary of Regression Results and other Statistics 

LIQ A.G. Leventis Nig. Plc 

Α 2.621 

βdpr -3.673 

Sig. level  0.633 

R  0.173 

r
2
  0.030 

Tα  0.05 

Source: SPSS Version 15 
The regression line for A.G. Leventis Nig. Plc (LQ=2.621-3.673dpr) indicates that liquidity will decrease by 

3.673% for every 1% increase in dividend payout. The significant value or P-value of 0.633 is greater than the t-

value of 0.05. We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the impact of 

dividend payout on liquidity of A.G. Leventis Nig. Plc is insignificant. The correlation coefficient (r) of 0.173 
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shows a weak relationship and the coefficient of determination (r
2
) of 0.030 indicates that about 3% of variation 

in liquidity is explained by dividend payout. 

  

4.22 Summary of Regression Results and other Statistics 

LIQ 7-UP Bottling Company Plc 

Α 0.677 

βdpr 1.187 

Sig. level  0.024 

R  0.701 

r
2
  0.492 

Tα  0.05 

Source: SPSS Version 15 
The regression line for 7-UP Bottling Company Plc (LQ=0.677+1.187dpr) indicates that liquidity will increase 

by 1.187% for every 1% increase in dividend payout. The significant value or P-value of 0.024 is less than the t-

value of 0.05. We, therefore, accept Alternative Hypothesis and reject Null hypothesis that the impact of 

dividend payout on liquidity of 7-UP Bottling Company Plc is significant. The correlation coefficient (r) of 

0.701 shows a moderate relationship and the coefficient of determination (r
2
) of 0.492 indicates that about 49% 

of variation in liquidity is explained by dividend payout. 

4.23 Summary of Regression Results and other Statistics 

LIQ Vitafoam Nig. Plc 

Α 2.011 

βdpr -1.872 

Sig. level  0.142 

R  0.499 

r
2
  0.249 

Tα  0.05 

Source: SPSS Version 15 
The regression line for Vitafoam Nig. Plc (LQ=2.011-1.872dpr) indicates that liquidity will decrease by 1.872% 

for every 1% increase in dividend payout. The significant value or P-value of 0.142 is greater than the t-value of 

0.05. We, therefore, accept Null Hypothesis and reject Alternative hypothesis that the impact of dividend payout 

on liquidity of Vitafoam Nig. Plc is insignificant. The correlation coefficient (r) of 0.499 shows a weak 

relationship and the coefficient of determination (r
2
) of 0.249 indicates that about 25% of variation in liquidity is 

explained by dividend payout. 

4.24 Summary of Regression Results and other Statistics 

LIQ Berger Paints Nig. Plc 

Α 0.463 

βdpr 5.528 

Sig. level  0.001 

R  0.860 

r
2
  0.740 

Tα  0.05 

Source: SPSS Version 15 
The regression line for Berger Paints Nig. Plc (LQ=0.463+5.528dpr) indicates that liquidity will increase by 

5.528% for every 1% increase in dividend payout. The significant value or P-value of 0.001 is less than the t-

value of 0.05. We accept Alternative hypothesis that the impact of dividend payout on liquidity of Berger Paints 

Nig. Plc is significant. The correlation coefficient (r) of 0.860 shows a strong relationship and the coefficient of 

determination (r
2
) of 0.740 indicates that about 74% of variation in liquidity is explained by dividend payout. 

 

Conclusions 
From the literatures reviewed and the findings of the study, it is concluded that EPS, ROE, Liquidity and Sales 

Growth are positively but insignificantly related to dividend payout. This indicates that dividend payout 

increases as these variables increase but the increase is not significant. This makes us to draw a conclusion that 
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the dividend payout of quoted manufacturing firms in Nigeria is positively but not highly influenced by EPS, 

ROE, Liquidity and Sales Growth. 

The study also concludes that, Financial Leverage and Corporate Tax are negatively but insignificantly related 

to dividend payout. Meaning that dividend payout of quoted manufacturing firms in Nigeria is negatively but 

not highly influenced by Financial Leverage and Corporate Tax. 

 

Recommendations 
In the light of the findings of this study, the study recommends that: 

1. Manufacturing firms in Nigeria should make concerted efforts in strengthening their Earnings per share, 

Return on equity, Liquidity and Sales Growth in order to maintain a stable dividend for their shareholders, 

which in turn will result in shareholder‟s reposition of confidence and further expansion of the business. 

2. The Manufacturing firms in Nigeria should retain earnings for further investment than, given out dividend to 

shareholders which affects the capacity of the business to yield more performance. 

3. The government should impose a tax that will not discourage further investment in the country. They should 

fix a reasonable tax that will not impede the after tax profit so that prospective investors will be interested in 

taking investment opportunity in manufacturing firms in Nigeria. 

4. The manufacturing firms in Nigeria should not heavily rely on outsider‟s fund in financing their business. 

They should rather concentrate on their equity in financing the financial needs of the business. 
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