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Figure 1 Movement Trends of Cash Dividend Premium and
the Propensity of Cash Dividend Distribution of China’s Capital Market during 2007-2017
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Table 3 Test Results of Listed Companies’ Catering Ability in Cash Dividend and
the Propensity of Companies’ Cash Dividend Distribution

Sz B i s i e i A A B Bt
e EZE ¥
i % ik # R Ih kil
Logit [E]19
. 0. 665" 0.520** 0.789"* 0.502°"" 0. 642" 0.360° 0.923**
(4. 870) (2.617) (4.214) (2.573) (3.439) (1.696) (5.562)
G 0.100**" 0, 17 0.082"* 0.109*** 0.095*** 0.124°* 0.052***
Iz
(28.374)  (22.904)  (16.971) (21.993)  (19.126) (23.735)  (11.908)
e ~0.609°""  -0.644"" -0.580°"" -0.693""" -0.543""  -0.914"" -0.263**"
(-33.039) (-24.004) (-22.807) (-24.393) (-22.025) (-36.471) (-10.018)
A 1.814* 1.842*** 1. 694 ** 2.195*** 1.468""* 1.772%** 0.683"*
(16.310)  (10.916)  (11.336) (13.310) (9.873) (9.298) (5.562)
0 -0.011°**  —0.014** —0.008**  —-0.017*** -0.007***  -0.023*°  0.005*
(-5.915) (-4.966) (-3.245) (-6.016) (-2.866) (-8.148)  (2.014)
” 0.134*** 0.138*** 0. 128 0.083" 0. 141 *** 0.098°° 0.078**
(4.415) (2.999) (3.213) (1.907) (3.401) (2.024) (2.401)
R {1 15 409 7 704 7 705 7 704 7705 7 704 7 705
R 0.137 0.126 0.148 0. 155 0. 126 0. 143 0. 070
Probit [5]19
PDN 0.678 *** 0.530**" 0.803°*" 0. 540" 0.635°"" 0.39* 0.886"""
(4.920) (2.638) (4.258) (2.738) (3.364) (1.857) (5.390)
Siz 0.098 *** 0.116*" 0.081"*" 0.108**" 0.094 """ 0.124* 0.051°*"
(27.965) (22.779) (16.685) (21.698) (19.010) (23.611) (11.802)
i -0.608**" -0.643*" -0.578"** -0.689**" -0.540*** -0.912*" -0.265*"
(-32.864) (-23.818) (-22.801) (-24.334) (-21.887) (-36.463) (- 10.436)
i 1. 656" .- e 1.514"" 1.985** 1.358"" 1.708*** 0. 601"
(16.560)  (11.239)  (11.405) (13.278)  (10.287) (9. 643) (5.594)
0 -0.011°**  -0.015*"" -0.008°** -0.018"* -0.007** -0.023*""  0.005°
(-6.091) (-5.260) (-3.217) (-6.276) (-2.836) (-8.244) (1.751)
q 0.121°** 0.118*** 0.123*** 0.076"* 0,131 0.084* 0.076**
(4.105) (2.655) (3.166) (1.758) (3.304) (1.781) (2.411)
3 (i 15 409 7 704 7 705 7 704 7 705 7 704 7 705
R 0.131 0.123 0.144 0.151 0.123 0.141 0.069

REFTARBEAGEAMG M, ALK T LR E,AASDRFERFE, CHEI0PRTELREE, TR,

ARBEREAARTHRERF DTS ERRAERNR
Rk s, BRLIEBH AN
DA, = 5y + nPDN, + 1, PDN, * Dum, + 1, Siz, + m,Lev, +
nsRoa, + g BM, + m,Gro, + n; CFO, + myIns, +
neAud, + u, (8)
o, n i E B, n~ e N EERRE u AL

B,
(8) B % T B T 51 K0 10 488 1K o6 v 0% w44
RRAREHEK T G E ) FE RO, 25
REHEM EERRAEFEERATRIBERE
HEEW, USERAERAIESBRAEHAZEY
KF i — R AR B E B A 68 ok #



553 4 &

£145 Bl BRI A e h B R e R R 143

R4 LA NSERADSENSL2TNETRAZIMKENRE SR
Table 4 Test Results of Listed Companies’ Catering Ability in Cash Dividend and
the Level of Companies’ Cash Dividend Distribution
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Table 5 Test Results of Listed
Companies’ Catering Ability in Cash Dividend
and Accrual Earnings Management

DA
i opx  BH WE &G
e wmahtE AR E
— 0.770***  0.763°** 0.697°** 0.646
(6.551)  (6.480) (6.043) (4.631)
PDN - 0.035° 0.170***  0.058"°
Dum (1.767) (6.243) (1.762)
Si 0.007*** 0.007*" 0.007°" 0.015"*
LZ
(3.803) (3.721) (3.721) (8.912)
Fii 0.012°°  0.013" 0.011" 0.015*
(2.059) (2.156) (1.930) (2.347)
R 0.916*** 0.916"*" 0.918"*" 0.457"**
o
(47.272) (47.272) (47.666) (27.936)
ik ~0.007 " = 0. 007 *** = 0. 006 *** — 0. 009 ***
(—4.695) (-4.699) ( —4.432) ( -4.395)
c -0.010"*" =0.010""" = 0. 011 *** = 0. 008 ***
Tro
(=5.611) (=5.633) (=5.656) (- 4.963)
CFO —0.925"" - 0.925""" - 0.926*** - 0. 652***
(—107. 647 )(—107. 585 )(-107. 562 ) (—88. 621)
I -0.027" -0.027"" -0.026"" -0.034""
ns
(=2.409) ( —2.489) (-2.401) ( -2.331)
Aud -0.002 -=0.001 =0. 001 0. 007
(-0.393) (-0.355) (-0.359) (1.178)
~0.093% —0.089* —0.087° —0.294***
BB

(=2.095) (-2.017) (-2.004) (-7.290)
£33 Tl il il =il

Tl 2 il il il il
ORI {E 15409 15409 15409 15 409
R 0.731 0.731 0.732 0.702

FRE BT Bk =07 | Z A w4 A a
e MR, I — S B ERE RSN AFR
REHTHOWEIEM. RS REA, AL BA
A % op B A B R S A A AN S AT K P
BMAAREFENEMEW, XMEREWRERDBHAE
W FHERN LT RAHO LA FENR
WAL, AMRERR, AEBRHEHNAFABRRE
A IE 16 B W, U AE 2 Bl 3L @ B A G BE T B
SR AT LT B4 PR i A X R A% A B A OE 1) B el R

HERFl, AMARGEREN, AHAEWEWR ™R
R MEREAFPEEE RO SR T E
P R 2 B AR BOR (R i B R 2 A &
REHESASBRMNBE, NTTFEA A BRRE—=E
e 35 P 4 A 10 B R BT 4 i K F b

AW REGR T R BRAEE B, NS
AMFEEHTAZEAKEERRRET Z2RIEHR,
X% T W B R B A R % B . JENSEN /78 43
BT B 156 il 9 £ 2 1) 8 B O O, PSR T 7 o B4 AR
SE Hir iF 23 ] 36 2R AL F R RE X B E R A U 4
W, XA LT 7 2 BUM 2 AR R R I B BOR 5 A
MGHPLH R AR EARPEEERING T — &
SIARAARAE AN BERR, BEE I REN
& BRI 36 FAE A AR B b /D BB (H X S BUR T
K BEPATREAT AR ERENL ST A
o b T R R SR R A A A i 1 O, R
ERELRXRBASGBRASIM T XHETLEE,
T30 & B U8 35 E B A R L m
A A T g X B T B AR A R TR
G A G AT A ER AR IE ERBW T WK
R, AWTAN BER NSRS ERLAFA LS
FTABREHTSILE %L R A, 7 1 ZE 6 B E R
AR BUR R 6 ] 8 D9 A R R I 25 T
ARTHES N RHETRE, SHEMN, EH]
REMHE LT FHMME P DA REEG R, R FA
[iER 7 F & 3:0F s

B UL Y R, B Ab 2 3 N R A A (R O A o
Hr ik B I T 5 1% 48 X 4 ® W %5 47 O 19 B Wi, BAKER
et al."' /I FERRIS et al. "3 32 Fil 9 4 R 1 s 7 % 24 7
BERZABEEATENA, FELRBRMND ST H
B R AN S &R ¥E, RE TEEMNRA
BEFINSHT T ERRFE LT AALEET R,
AT S IR S ML ED L %,
8 A X i R R A R S BOHE AT 8103 4 #, B AT R
HEMAFAREBRMBEET N ETXHATENR
PRYE AR RFE—EHAR. B, W@ o5
77 ¥ W9 A 2 — 25 TR AL AR BT 98 2 3R A7) 1 ol A — R Xk
BB BEEFEREARRZ LI, ROk A LLE
JE (8] 31 43 67 25 X 2y @] A AT b st — 2 Rt .
FHAREERMAEENNATRT, FEFR AL
A KRB BOAR H et 2 B A i 5 4R B, W A Al
BHRTERANIR.

BEUM:

[1] BAKER M, WURGLER J. A catering theory of dividends.
The Journal of Finance ,2004,59(3):1125-1165.

(2] EIAM, 26 Bl AR M BABOREELA T i
MEE: kA EETAAMEREE SITHS,
2007 (8) :36-43,95.
HUANG Juanjuan , SHEN Yifeng. To whom do public corpo-
rate dividend policies cater? An empirical evidence from
Chinese public corporations. Accounting Research , 2007
(8):36—43,95. (in Chinese)



553 4 &

£145 Bl BRI A e h B R e R R

145

[3]

[4]

[s]

[6]

[7]

(8]

[9]

[10]

[11]

[12]

[13]

[14]

[15]

[16]

[17]

LS, AL, L. P ERE NS RS W
L Wt5. BEHR,2014(11) .133-145.

LI Xindan, YU Honghai, LU Rong, et al. A study on the
phenomenon of “ The high transfer ”
ket. Management World ,2014(11) ;133-145. (in Chinese)
FERRIS S P, JAYARAMAN N, SABHERWAL S. Catering
effects in corporate dividend policy ; the international evidence.
Journal of Banking & Finance ,2009,33(9) .1730-1738.
KUMAR A, LEI Z C,ZHANG C D. Dividend sentiment , ca-
tering incentives and return predictability . Miami ; University
of Miami ,2019.

FAMA E F,FRENCH K R. Disappearing dividends : changing
firm characteristics or lower propensity to pay?. Journal of
Financial Economics ,2001,60(1) :3-43.

DENIS D J, 0SOBOV 1. Why do firms pay dividends? Inter-
national evidence on the determinants of dividend policy.
Journal of Financial Economics ,2008 ,89(1) :62-82.
HOBERG G, PRABHALA N R. Disappearing dividends , cate-
ring , and risk. The Review of Financial Studies ,2009,22
(1) ;79-116.

BAKER M, GREENWOOD R, WURGLER J. Catering through
nominal share prices. The Journal of Finance , 2009, 64
(6) :2559-2590.

JIANG Z ,KIM K A, LIE E, et al. Share repurchases , cate-
ring, and dividend substitution. Journal of Corporate Fi-
nance ,2013,21:36-50.

DANBOLT J,SIGANOS A, VAGENAS-NANOS E. Investor sen-
timent and bidder announcement abnormal retumns. Journal of
Corporate Finance 2015 33.164-179.

RAJGOPAL S, SHIVAKUMAR L, SIMPSON A. A catering
theory of earnings management. Seattle; University of
Washington Business School , 2007,

BADERTSCHER B A. Overvaluation and the choice of alter-
native earnings management mechanisms. The Accounting
Review ,2011,86(5) :1491-1518.

AGRAWAL A, COOPER T. Insider trading before accounting
scandals. Journal of Corporate Finance, 2015, 34169 —
190.

SRR, TR, M, . R RS LA
TR BT - B T30 G B A IR 4. B SR, 2014(3)
139-147.

ZHI Xiaoqiang , HU Conghui, TONG Pan, et al. The reform
of the separation of the stock right, and the policy of the

in China's stock mar-

stock dividend in listed companies ; the evidence based on the
catering-to theory, Management World ,2014(3) :139-147.
(in Chinese)

W5, Jith, CHOW Daisy. f % 4 9T o 38 F A9 B0 @ IR A
S B - 0 IR R A R " 2 R A 2T BT B
ik ILFEEM R KF SR ,2018,40(3) :94-109.

YANG Bao, WAN Wei, CHOW Daisy. R&D investment and
cash dividend distribution ; constraining or catering ; new per-
spective on “ semi mandatory dividend policy ”. Journal of
Shanxi University of Finance and Economics , 2018, 40
(3):94-109. (in Chinese)

AT R, AL B A E AR SR A
S0 B G B R R K A . RS,

(18]

[19]

[20]

[21]

[22]

[23]

[24]

[25]

2016(11) :158-173.

XIE Deren, CUl Chenyu, LIAO Ke. Large stock dividends
and insiders’ shares selling ; which one dominates the other?.
Journal of Financial Research ,2016(11):158-173. (in
Chinese )

WA, BRDT k. IR ELER S I NE . SR
2%,2018(5) :137-153.

XU Longbing, CHEN Liyi. Stock dividends and manager's
dual catering. Journal of Financial Research ,2018(5) ;137
-153. (in Chinese)

e e, B de . PR R AL | BEAGE R S e e 4K
By . SEROEFEE,2017(11) :158-174.

ZHANG Xiaoyu , XU Longbing. Expiration of share lockups,
capital operation and stock price crash risk. Jowrnal of Fi-
nancial Research ,2017(11) :158-174. (in Chinese)
R, A, FRE . — I KRR T kiR
HTF BT A AR P, BERE,2018,31(4)
17-29.

JIU Lili, LIU Bin, LI Ruitao. “ Once for all” or “ Quench a
thirst with poison” ? An empirical study on high stock divi-
dends issued by Chinese listed firms. Journal of Manage-
ment Science ,2018,31(4) :17-29. (in Chinese)

FHE, &SR, FRE, %, BRCHD A AREN
W-ETAAEHREAMEE SBHER,2011(9):
127-140.

YU Zhongbo, TIAN Gaoliang, QI
company's governance mechanism to which the media pays at-
tention. Management World , 2011 (9) ;127-140. (in Chi-
nese )

FEHEE, S AW, E A BB A R
Gk Mt R EERAEEIT NS BHER
H#E1E ,2014,17(5) :136-150.

YUAN Zhizhu , BAO Wuyuntana , WANG Shuguang. Overval-

ued equity , investor protection and the choice between accrual

Baolei, et al. The

and real eamings management. Nankai Business Review ,
2014,17(5) :136-150. (in Chinese)

BB, EATR, HEY, E. ol 5 AT 0 5 BT
BRI T AR BEFARE . PETI W
2 5F,2015(7) :130-145.

ZHAO Can, WANG Zhuquan, YANG Deming, et al. Re-
search on the catering behavior of an enterprise and govern-
ment subsidy performance ; based on the analysis of the
enterprise’s profitability. China Industrial Economics , 2015
(7):130-145. (in Chinese)

1o T 5, b S X E k. G OG0 i 7R 3 T A
HARHlh. BEBFSIR,2017,20(4) :32-49.

YING Qianwei , GUO Haojing, DENG Kebin. Effect of market
pressure of media coverage and its transmission mechanisms.
Journal of Management Sciences in China ,2017,20(4) .
32-49, (in Chinese)

FUNAL, 2R, B LRV S B S S R A
ST . BER,2017,30(1) :131-145.

CHENG Xiaoke , L1 Haoyang, GAO Shenghao. Institutional
investors’ site visit and the method of guidance for manage-
ment earnings. Journal of Management Science , 2017, 30
(1):131-145. (in Chinese)



146

B BB (Journal of Management Science)

201945 A

[26]

[27]

[28]

[29]

[30]

[31]

[32]

[33]

[34]

[35]

LA B, . A AR B AL 4 ) P 3 5 20 Al 36
Mook H A AT MIER. BEHER,2017(9):
101-115,188.

KONG Dongmin , LIU Shasha. Minority shareholder participa-
tion , corporate decisions , and corporate governance. Manage-
ment World ,2017(9) :101-115 188. (in Chinese)

NEVES M E D. Payout and firm’s catering. International
Journal of Managerial Finance ,2018 ,14(1).2-22.

LIN S H,LAI H H,HSU A C. How does asymmetric infor-
mation affect catering behavior?. Emerging Markets Finance
and Trade 2018 ,54(11) :2433-2454.

JENSEN M C. Agency costs of free cash flow, corporate fi-
nance , and takeovers. The American Economic Review ,
1986,76(2) ;323-329.

POLK C,SAPIENZA P. The stock market and corporate in-
vestment ; a test of catering theory. The Review of Financial
Studies ,2009,22(1) :187-217.

KOUSSIS N, MARTZOUKOS S H, TRIGEORGIS L. Corpo-
rate liquidity and dividend policy under uncertainty. Journal
of Banking & Finance ,2017 ,81,221-235.

WEI X T, TRUONG C, DO V. When are dividend increases
bad for corporate bonds%. Canberra, ACT , Australia; Aus-
tralian National University ,2019.

DEANGELO H, DEANGELO L,STULZ R M. Dividend poli-
cy and the earned/ contributed capital mix ; a test of the life-
cycle theory. Journal of Financial Economics, 2006, 81
(2) :227-254.

Bam, M. Aol AR BRI SRR &
TIPS, 2015(2) :115-125.

LUO Qi, LI Hui. Firm life-cycle, dividend policy, and in-
vestment efficiency. Economic Review ,2015(2):115-125.
(in Chinese)

DANIEL N D, DENIS D J, NAVEEN L. Do firms manage
eamings to meet dividend thresholds 7. Journal of Account-
ing and Economics ,2008 ,45(1) ;2-26.

[36] CHEN E,GAVIOUS 1. Unrealized eamings, dividends and repor-

[37]

ting aggressiveness; an examination of firms’ behavior in the era
of fair value accounting. Accounting and Finance,2016,56
(1):217-250.

HE W,NG L K,ZAIATS N, et al. Dividend policy and eamings

[38]

[39]

[40]

[41]

[42]

[43]

[44]

management across countries. Journal of Corporate Finance ,
2017 ,42 :267-286.

JENSEN M C. Agency costs of overvalued equity. Financial
Management ,2005 ,34(1) :5-19.

WEW e, . X B KL S RA
B T BOM T MR U AR 5. = BT SR, 2016
(11):191-206.

QIN Jiagi, SHAO Xinjian, XIAQ Lisheng. Cross-listing,
growth opportunities and dividend policy : a test based on gov-
emment intervention hypothesis. Journal of Financial Re-
search ,2016(11) ;191-206. ( in Chinese)

R, R R AR A R R A R .
HERE,2016,29(3) :112-122.

LUO Qi, WU Zhedong. Agency problem between controlling
and minority shareholders and corporate cash dividend. Jour-
nal of Management Science ,2016,29(3).:112-122. (in
Chinese)

X&) 2 TS e Py AR AR S ol i B BE R
%, MRS, 2017,28(11) ;88-100.

DENG Jianlan , GU Naikang. Companies’ investment decisions
under heterogeneous beliefs between insiders and outsiders.
Finance and Trade Research 2017,28(11):88-100. (in
Chinese )

BE R, MEC. BRBERABRKENYS LA
i F B 5K k4. S RAEF ST ,2018(4) :172-189.

LIAO Ke, CUI Chenyu, XIE Deren. Controlling shareholders’
share pledging and dividends policy choice of listed compa-
nies. Journal of Financial Research ,2018(4):172-189.
(in Chinese)

GrA£L, WS g, Bl L. ST 2 #) 3 Sh I e Al b RO
TR WrgE. BRI, 2015,28(4) :97-107.

JIN Yonghong , HAN Liyan , LU Xingzhong. Intentionally initi-
ative special treatment and market manipulation of ST compa-
nies. Journal of Management Science ,2015,28(4).97-
107. (in Chinese)

£ BN RAEPIE G TP R R S B
B e . AE T4 S ,2017(6) :71-78.

WANG Bo. Problems , regulatory difficulties and improvement
suggestions on listed company M&As. Securities Market Her-
ald ,2017(6) :71-78. (in Chinese)

Determinants of Catering Ability in Cash Dividend

LYU Qian,LUO Qi
School of Economics and Management, Wuhan University, Wuhan 430072, China

Abstract : When the capital market appears to be inefficient, managers are capable to gain cash dividend premium by catering to

investors’ irrational dividend demands. However, the catering ability differs among different companies. The companies with

stronger catering ability have higher propensity to choose the cash dividend policy that caters to investors’ irrational demands.

Most of the existing references highlight the catering objects of companies’ dividend distribution, which discover that the corporate

dividend policy is to certain extent determined to reach the requirements of investors, block shareholders and even regulation poli-

cies. Yet the discussion of companies’ catering ability in cash dividend remains insufficient. Hence, it is necessary to investigate
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the determinants of companies’ catering ability in cash dividend.

Based on behavioral corporate finance theory, this paper investigates the catering ability in cash dividend of companies in the
aspects of free cash flow, asset liquidity and life-cycle stage. Firstly, we analyze the catering ability of cash dividend in compa-
nies with distinguishing characteristics. Then we investigate the determinants of catering ability in cash dividend, based on the
statistics of Chinese A-share listed companies after the split share reform. Furthermore, the paper explores the relationships be-
tween cash dividend catering and earnings management in companies with different catering abilities. In the empirical tests, we
adopt Logit model, Probit model and Tobit model to compare the differential influences of different catering abilities on
companies’ propensity and ratio of cash dividend distribution. Besides, the multiple regressions are employed to explore the rela-
tionship between cash dividend catering ability and companies’ earnings management.

The empirical results indicate that free cash flow, asset liquidity and life-cycle stage affect companies’ catering ability in
cash dividend. In the companies with abundant free cash flows or high asset liquidity and the mature companies, the cash divi-
dend premium has stronger influence on the cash dividend policy. These companies have higher ability to cater investors' irration-
al demands. Moreover, we find that companies might manage the accrual earnings while implementing the cash dividend cate-
ring. The companies with superior catering ability have higher propensity to manipulate accrual earnings while catering, in order
to maintain the stock price overvaluation.

Our study enriches and extends the existing corporate catering theory, and coniributes to a deeper understanding of listed
company's financial decisions from the perspective of behavioral corporate finance. Meanwhile, the empirical analysis of the pa-
per provides practical implications to enhance the supervision and regulation of China's capital market. We suggest that the regu-
latory authority should design more scientific and efficient supervisory policies of cash dividend distribution, as well as guide and
regulate the investors’ behavior to improve the capital market efficiency.

Keywords; cash dividend ; catering ability ; irrational dividend demand; earnings management ; behavioral corporate finance
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