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ABSTRACT

Th= concept of oorporaie governamce is one of the issnes that have aftracied the attention
of researclicts and ongzmization around the word. Corporate governance is measured by
board size, ownership stmucture, board independence and CEO duality. The purposz of
this study is to identify the tmpact of corporate povernance on firms” dividend policy for
the listed S&P' SL20 companies in the Calombo Stock Exchange. Twenty listed S&P
SL20 comparies were analysed for a period of six vears from 2010 to 2015, Anmual
teparts were used to colllect the data zmd Stharistical Packnge for Social Science (SPST
I9.0) was applied to present, amalyze and ewaluste data Multiple regressvom and
comrelation znalyses are usad 1o expliors the association between board size, owmership
structure. board independence and CEO dislity and firms® dividend policy. 4 positive
impact is found om CEQ dality and firms” dividend policy and megative impact is found
on owrership stnecture and firms” dividend policy. The impact of board size and brard
independence dezmed to be imsignificant. In addition. it is shown that firm size and
prefitability explaim firms” dividend policy. The study supports the fact that corparate
governance is relievant in determining the dividend policy fior listed S&P <120 COMIpANTEs
in the Collombo Stock Fxchanoe.

Keywords: Board Size, Ownership Structure, Board Independence, CEQ duality.,

Dividend Payout L '
= TR
- 'l *
w
= £
i--
"
i ¥
™



Table of Conlents

Acknewledzement

o
W

Abstract

Talrle @f Confents

Lostaf Talbles i

Listaf Figares:
Abbeeviastions

Chapter -1: Introduction
1.1. Background off the Study

1.Z. Proltlem Shatemem

g

1.5, Ressarch Questions

[.4. Research Objectives

(=g}

[.5. Significance of the Study S

[.6. Soope of the Stxdy
1.7, Simmrmary

Chapter -2: Literature Review
20 Introdinetion :

23 Importance off Corparate Governance

10

. 24, Theories Relating To Corparaie GOVEIMAMNCE «...ooococveveseres e isnes

~_f

e 0P V1 1T

242 Stewandship Theary

L 1

S

............... IR

13

- 14

243 Stakeholder TICOTY ...ouvevarasmcsress i rearamsomseresrens

14

2.4.4. Politica] Theory.
25, Carpozate Governmmoe Practice in Sri Lanka

15

25. Carpocate Governanes Guidelines m Sri Lambe . . .o oo B

2.7. Corporate Giovesnarvoz Variables

16
18

18

i
I 2.7.1. Board Stze
I



2.7.2. Ownership Struchure e L st 19

2.7.3. Board Independence 20
2.7.4. CEO Duslity A L s 21
2 8. DISAEENE POIRY .o oo 2]
2.9 Dividend Payout 22
2,110, Board Size and THYIBEA PEROUL ....cvoscossmsssiosmsssmmsimssisiserserssims st 23
2.11. Ormership Structure and Dividend Payout.. 24
2.12. Board Ind=pendence and Dividend Payout 24
2.13. CEO Duality and Dividend Payout 25
2.14. Comtrol Yariables and Dividend payout 26
214.1. Firm Size and Dividend Payout 26
2.14.2. Profitability and Dividend Payout...... 26
2 15. Relationship between Corporate Governanos and Dividend POHCY - ..o 27
2.16. Summary 28
Chapter -3: Conceptualization and Operationzlization
3.1. Infroduction 0 S 29
B2, CONCEPUTAZATION ..o seosismcssraiomsciioniomi 29
321, Comporate Governamos _ . 21
3511, Bl size o ) ' .31
32.1.2. Owmership structure i ’ 32
32.1.3. Board Independence : e 33
» 3214 CEO Duality....cooucovcvmine ke 4 el 34
322, Dividend Policy 3 i R
322, Dividend Payout o !
3.3, Canro] Variables 33
3.3.1. Firm size i 0
3.3.2 Profitebility 36
34 Hypothesis ’ ‘. 36
34.1. Beard Size and Dividend Payout 2 B 36

34.2. Ownership Structnre smd Dividend Payout 37




545 Board Independence and Dividend Payeunt

344 CED Duality and Dividerd Payout N R Ry
2 DB O -2 S 38
36 SUIUAIY ... nesssostes e emsemer st emt bbb e 3
Chapter -4: Methodology

4.1 Introduction 40
4.2 Smdy Setfing ... 4D
4.3 Sy DESTED ooversenemsessermenanes 4D
4.4, Smdy Population end Sample o]
4.5, Methed of Data Colllecton.. |
4.6, Medhod of [ata Presentation e 42
4.7. Methods of Data Analysis znd Evaluation < a
4.7.1. Univariate Analysis...... . 42

4.7.2. Bivaniane AmIYSIS o bt 43
4.7.2.1. Correlation ... 43

4,73, MUIVALEES ADIFSI .vvressssresssrssersssms st mssrassesmssmsemarrs s esemsssre 24
4.7.3_ 1. Minlriple regression analysis 24

- 48 Semmary 45

E Chapter -5: Data Preseniation and Amalysis

5.1 Infroduction : g "

. 52 Data Presenfation =% .. R
53 Dua Amalysis i Ty = 5 fxiy e 43
5.3.1. Univariate Analysis T 43
53.1.1. Descriptive STatistics Analysis....... ... e Ca e 43

$3.1.1.1. Descripfive Statistics Anallysis for Conporate Governance Variables4%
53.1.1.1.1- Beerd size e 49

53.1.1.1.2. Ownership Sirucure ‘ .

§3.1.1.1.3. Beard independence SOPCHL JIVNNSE,
§3.1.1.1.4. CED Duality. e 53




3.3 1.1.2. Descriptive Statistics Analysis for Dividend Payoud Ratio ..o . 54

53 0.1.3. Descriptive Siatistics Analysts for Comtrol Variahles 36
3.3.1.13.1. Fiom Size......... ... o i
5.3.0.1.32. Retum en Assets (ROA) ) L L 58

5.3.2 Bivarizte Arallysts.. ... 59
5.3.2.1. Pezrson Correlation Analysis. . . ... 50

5.3.2.1.1. Relationshiip between Board size and dividend payout ... .. 50

3.3.2.1.2. Relationship between Ownezrship structure and dividend payout.. 60
3.3.2.1.3. Relationship between Board Indegendence and dividend payout . 61

5.3.2.2. Partinl Correllatiom Amalhysis ... ..o &2
5.3.2.2.1. Relasiomship between Board size and dividend payout ... ... &2
3.3.22.2. Relationship between (waoership structure amd dividend payout.... 63
3.3.2.2.3. Relationship between Board Independence amd dividend payout . 6%

553, Multiveriste Analysis............ e s o
5.3.3.1. Multiple Regpression Amalysis. ..o 64
54. Summary .... . | e 68
Chapter -6: Discussion
6.1. Infroduciion i e 63
6.2. Discussion on Relarionship between Corporare Governance and Firm Dividend
e e s IO e oo : E A s LN 69
62.1. Discussion on Relaionship between Board Size and Dividend Payout..._ 69
622 Discussion on Relationship betsveen Ownership Stractur and D ... 7
623, Discussion on Relationship hetween Board Independence and™BP.. ... _ 71
6:2:4. Discussion on Relationship between Firm Size end Dividend Payout....... 72
625, Discussion an Relationship between Profitability and Dividead Payout ... 73
6.3. Discussion on Tmpact of Corporate Governanozs an Firm Dividend Policy ....... 74
@3.1. Disrussion @n Impact of Board Size on Fiom Dividend ol i 74
.3.1. Discussion on Tmpact of Owmership Strucfuse on Firm Divided Policy ... 74

53.3. Discussion an Impact of Board Independence on Firm Divid#5d Policy..... 75
5.3.4. Discussion an Irmpact of CEO Duallity en Fimm Dividend Policy ... ... 75



%

# 3 3

78

diix; - 1: Daha Collected for the Sty

2: Diutput for the Study

£ B




