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Dividend Smoothing and Agency Cost

I i Aco Amf Oece
B -0.010"" -0.037""" -0.025"""
Soa
(-2.571) (-4.617) (- 10.679)
Si -0.003""" -0.026""" -0.002"""
iz
(- 6.800) (-29.186) (- 6.544)
Sal 0.001* -0.001°" 0. 00003
(2.534) (—2.433) (0.170)
-0.050°"" -0.292""" -0.047 """
Roa
(—4.667) (-14.359) (-7.919)
0.008 *** -0.058""" -0.042°""
Tan
(2.888) (-10.707) (-23.224)
0. 0002 0. 004 "** 0. 0003
Tag
(0.462) (4.210) (0. 808)
-0.024""" -0.021"*" -0.036"""
Cas
(-5.783) (-2.675) (- 14.196)
Ind/Y F il il F il
0.410**" 0.693 *** 0.121°**
R
(44.955) (34. 858) (21.604)
R 0.013 0. 145 0. 067

PERE AT € R
A0.050 Kk FER¥F, TH,

*HEOOOKREERF, S

EATBEA R, B, R E A AR RR
LT ARE P /AEEEMNERSIAGT
ﬁ['}‘?—SS]n

H 4 T, 1R AR AR R R A SF B B R A AR
Bh -8.017, 55 — 2K 0 2 AR A %o Jie ) 7 58 4 14 %2 i
BN -1.790, 55 — 2 4K 3 R A X A T 53t A R
W R B -2.165, #7E0. 010 K F B3 . #i /G 14
B A 52 AF 5 0 38 B BB AR 5 b B R e A R A B B
Wiy B ONIE Ul B S A I AT R ARG R
A 1 o 5 AR 1) E PR B R 32 AR Y IR R o BT,
REM A FRetE. EEHARARREHES, R4
f 1T U 5 R 130 A 45 i B 7 12 b 5 R 2 i R Y OF- AR
BEEMEZER, AR & L2 " R H
FBEAR AR 2 o 5% 2 R T o /D BB U 3 e 0 40 LR B
BB,

R4 HEREFATRAYRBENTESR
Table 4 Regression Results for
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Table 8 Regression Results for Considering Different Characteristics of Controlling Shareholders
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Dividend Smoothing, Differential Regulation Policy of
Cash Dividend and Agency Efficiency

HAN Yun',WU Zhanyong’
1 School of Finance, Shanghai Lixin University of Accounting and Finance, Shanghai 201209, China
2 School of Fanli Business, Nanyang Institute of Technology, Nanyang 473004, China

Abstract : Consecutive and stable cash dividend reflects the future certainty of reward to investors. It is conducive to forming in-
vestors' good expectations about the future profitability and corporate value, and it is an important symbol to measure the invest-
ment potential in the capital market. Dividend smoothing can be used as a prior commitment mechanism to reduce investors’ ex-
pectations of agency conflict and play an alternative mechanism of corporate governance.

Based on the ownership concentration of firms in China, we studied the effect of dividend smoothing on different types of eq-
uity agency cost and investment efficiency under differential regulation policy of cash dividend. Taking the 2006-2017 years A-
share listed non-financial companies as the research samples, this study computed the agency cost through heterogeneous stochas-
tic frontier model, and evaluated the degree of dividend smoothing by partial adjustment model. We test the influence of dividend
smoothing on agency cost and company value efficiency loss through constructing heterogeneous stochastic frontier model and
structural equation model. We used the propensity score matching method to evaluate the function of the governance effects of dif-
ferential regulation policy of cash dividend on dividend smoothing, and conducted further analysis by adding the factors of the
controlling shareholder characteristics and investment efficiency.

The results show that dividend smoothing of listed firms may reduce the degree of deviation between the actual corporate val-
ue and the frontier value, but it can't reduce their equity agency cost, and aggravates the fluctuation of the loss of corporate gov-
emance efficiency. The study on the cash dividend regulation policy finds that the differential regulation policy of cash dividend is
helpful to improve the total agency efficiency, relieve the corporate dividend instability, and cause the direct governance effects of
dividend smoothing to restrain management expense ratio or occupying of funds to be remarkably positive. We also find that divi-
dend smoothing can restrain overinvestment, alleviate agency conflict of listed firms with low controlling shareholder ownership,
non-state-owned property right or high separation of control rights and cash flow rights, but it also will aggravate the degree of un-
derinvestment.

In this study, the function mechanism of dividend smoothing governance effect from the perspective of the controlling share-
holder is clarified theoretically, this enriches the study of the formation mechanism of long-term investors’ property income expec-
tation, and shows that the governance effect of dividend smoothing in China’s capital market still has limitations. The study shows
that differential regulation policy of cash dividend plays an alternative role of corporate governance mechanism by easing agent
conflict of the controlling shareholder, which provides empirical evidence for the evaluation of financial regulation policy in Chi-
na. Further, the effect of dividend smoothing control is constrained by the shareholding ratio of the controlling shareholder and
the atiribute of state-owned property rights, and depends on the effect of the impact on investment efficiency.
Keywords : dividend smoothing; agency cost;differential regulation policy of cash dividend;corporate value;corporate governance
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