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[Abstract] The decision of paying dividends is considered one of the most important and hardest that must 
be taken by an organization's management in accordance with its objectives, its future, and its value to the 
market. The decision trades off between two choices:  the dividends to shareholders or the detention of 
those retained earnings to be invested in new activities in order to achieve more profits. This paper aims to 
identify the impact of dividends' policies on the stock value of companies. The results show that there is an 
impact for the dividends policies on the Jordanian industrial companies' market price. 

The results of the major hypothesis examination showed the existence of a statistically significant 
effect at a significant level (α<0.05) of the dividends policies on the Jordanian industrial companies' price 
market.The first minor theory examination results showed an existence of a statistical effect at the 
significant level (α<0.05) of the cash dividends policies on the Jordanian industrial companies' market price. 
The second minor theory examination results showed the non-existence of a statistically significant effect 
at the significant level (α<0.05) of the stocks' dividend policies on the Jordanian industrial companies' price 
market. The third minor theory examination results showed the non-existence of a statistically significant 
effect at a significant level (α<0.05) of the stocks repurchasing policy on the Jordanian industrial companies' 
market price. 
 
[Keywords] dividends policy; cash dividends; stock dividends; stock repurchases; stock market price; 
Industrial sector; Amman Stock Exchange (ASE) 
 

Introduction 
The dividend policy indicates a company's policy, which determines the amount of dividends and the 
retained profits to be reinvested in new projects. This is related to the dividends policy, which is divided 
between paying the shareholders and reinvesting in new investments opportunities. The decision of whether 
the company must pay the shareholders or invest in new opportunities is one of the most important issues 
to the management of companies. 

The dividend policy is related to the size of assets, the income, and the debt ratio. Each year may 
require a different policy according to the different equity capital structure. Since both the equity capital 
structure and the dividend policy may affect shareholders' wealth and the equity capital structure, the 
decision to pay dividends is a complicated issue. Therefore, it has been one of the most common research 
subjects among financial researchers for more than 50 years. A variety of researchers tried to relate the 
dividend policy to the company's stock price, but the results were and still conflicting; there isn’t any 
consensus among the researchers on the effect of the dividend policy the stock price. 
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 Profits present the reflection of an organization's situation in front of its shareholders; in its wake, the 
organization's work and activity in the future is built, and its value in the market is specified. This is the 
issue that made organization management take care of how to deal with profits, managing them and making 
suitable decisions by following suitable financial policies. Both Lintner (1956) and Gordon (1959) think 
that the ordinary shareholders prefer immediate profits over future profits, which decreases danger and 
increases profits. Therefore, it affects stock prices positively, whereas Miller and Modigliani (1961) found 
that there is a relation between dividends and changes of the stock price according to the theory of zero 
taxes. 
 
The Bird-in-the-Hand Theory of Dividend Policy Both Lintner (1962) and Gordon (1963), who have different opinions regarding the profits theory, assumed 
that shareholders prefer immediate profit rather than the increase of equity capital in the future, and it has 
the greatest effect on the price; however,  the price decreases to the aimed income ratio when expecting 
dividends, the danger decreases, as well. The theory of dividends is considered one of the most important 
financial management theories according to its direct relationship with the shareholders and to its reflection 
of the stock prices in the financial market.  It is considered as one of the controversial issues in the field of 
financial management and investment.  

Dividend policy is considered as one of the policies that receives an organization's management's 
attention for its great effect on the organization and its stock price in the financial market. The research 
problem was caused by the lack of studies that addressed this vital subject in the Jordanian industrial sector; 
one of the biggest and most effecting sectors on the economy and development lies in the answer of the 
major research question: 
What is the effect of the cash and stock dividend policies and repurchasing stocks policy on the public 
shareholding companies' stock value in the Jordanian industrial sector? 
The following minor questions are derived from the major research question:  

1. What is the effect of cash dividend as a dividend policy on the company's stock value? 
2. What is the effect of stock dividends as a dividend policy on the company's stock value? 
3. What is the effect of stock repurchasing as a dividend policy on the company's stock value? 

Many researchers have studied the relationship between stock price volatility and dividend policy where 
the fluctuation of regular stocks price presents the benchmark for risk measuring. All of the organizations 
are interested in raising their market value and in motivating the investor to demand the stock from the 
market. According to Chen (2003), the decision to pay a cash dividend is considered one of the favorite 
decisions for the investors because they desire the fluidity of the money. In this case, the stock price will 
decrease in the market, while Tsoukalas and Sil (1999, 3), found that the stock price will increase if the 
company decides to keep the profit in the company to reinvest it. In this context, a relationship is observed 
between the dividend or retention decision and the stock price in the market. 

This research is distinguished from others by dealing with the subject of dividend policy, whether it 
was cash dividend policy, stock dividend policy, stock repurchasing policy, or profits retention policy. It is 
distinguished from previous research that has studied these policies' effects on stock value.  In addition, it 
is distinguished by focusing on the practical side of the industrial sector in the Jordanian environment. Any 
decision adopted by the organization's management concerning the dividend policy, must be built on an 
extensive study of the internal and external environment of the organization for the great effect of these 
policies on the organization and its investors value and the stock value in the market.   

Literature Review 
Dadn and Bedada (2012) aimed to determine the effect of dividend policy on the value of the former 
company of the indicator CAC 40 cash dividends and to show the role of the media on the  
stock market institutions belonging to the index representative of the various sectors of the French 
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economy. The study found a lack of impact of each of the profit retention policy and stock repurchasing. 
Dividend policy is the main policy of interest to investors and traders in the Paris financial market, and the 
dividend policy is considered as the determiner of the stock market price. 

Ben dab's  (2009) study aimed at  determining  the impact of the financial structure and the dividend 
decision on market value for 60 companies listed on the Kuwait exchange from 2006 to  2008,. The study 
found that the financial structure and dividend policy significantly affect a company’s market value. 

The study by Hail, Tahoun, and Wang (2014), which examined the difference between companies' 
dividends under the problem of information asymmetry between investors and the adoption of International 
Financial Reporting Standards (IFRS), found that firms were unfavorably disposed to dividend payments 
but were willing to cut payments; it also showed that there is a decrease in dividend information content 
around the incident. 

Chavali and Nusratunnis studied the relationship between the stock price and the company's dividends 
in the Indian consuming sector.  They found that announcing profits leads to extraordinary profits compared 
to the pre-announcement period. 

The study of Kenyoru, Kundus, and Kibiwott (2013) evaluated the influence of the listed companies' 
dividends from 1999 to 2008 on the stock price in Kenya. Multiple regression analysis and the dividends 
ratio, which had an inverse relationship on the stock price, were used. The conclusion was that dividend 
increase leads to price volatility and decreases the stability of the stock when the profit income increases. 

In Nazir et.al (2012), the effect of dividend policy on the volatility of stock price of financial companies 
listed on the Karachi stock exchange show a negative relationship between dividend income and price 
volatility and between dividend payout and price volatility. 

Stephen et.al. (2015) found a positive relationship between dividend income and stock price, while a 
negative relationship was founded between retention ratio and stock price. 

Sulaiman and Migiro's (2015) found that stocks profits have a positive relationship with securities. On 
the other hand, a negative relationship was found between the company's size and the stock's price change. 
The study confirmed that dividends increase the stock price performance, which supports the hypothesis of 
stock price dividends. 

The Barajena study (2009) aims to determine the relationship between the book value and the market 
value on one hand and the relationship between the book value and the market value with the dividends 
policy on the other hand. It aimed at measuring the dividend impact on the book and the par value of the 
stock in the community of the study; the Palestinian securities market companies, which reached up to 
thirty-five companies, included thirty-four working companies.  The study found a relationship between the 
average dividend and the stock's market value in the Palestinian securities market, and there was a 
relationship between the market value increase and the stocks par value increase. However, the study found 
no relationship between the dividend's average and the stock's par value. 

In Jordan, Milhem, and Altrodi (2013) tested the effect of cash dividends and retained earnings on 
stock price; on a sample of industrial companies listed at the ASE, they found a positive relationship 
between cash dividends and the closing price of stocks, and any decrease in dividend income will lead to a 
decrease in the closing price of the stock.  

 
Data and Model 

To achieve the study's objective and answer the research question, a sample of (40) industrial companies  
was selected from a list of 89 companies listed on  the ASE at  the end of October 2015. The required data 
were collected from the annual financial reports issued by these companies from 2010 to 2014. Statistical 
analysis was performed to study the data and test hypotheses, using the EVIEWS program, so as to the 
suitability of this program for the time series CT Cross-sectional Panel Data, the following statistical 
methods have been used: 

1. Averages, standard deviations, and the greatest value and the lowest value.  
2. Simple linear regression and multiple linear regression. 
3. Variable definition and description: 
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The dependent variable: market share price. Independent variables: cash dividend, stock dividend, and 
repurchase of stocks. Annual data was collected for dependent and independent variables. Table 1 provides 
descriptive statistics for these variables.   
Table 1 
Descriptive Statistics for Dependent and Independent Variables during the Period (2010-2014) 
Variable Mean Std. dev. Max Min 
Total assets (JD) 57,128,009 146,679,158 994,797,000 2,358,013 
Net income (JD) 7,332,029 35,409,381 259,293,452 -9,243,739 
Debt ratio (%) 36.73 25.28 94.47 0.44 
Stock price (JD) 2.25 2.78 18.00 0.13 
Cash div. per share (JD) 0.07 0.16 1.00 0.00 
Stock div. per share (JD) 46.866 250,355 2,250,000 0.00 
Repurchase of stock (JD) 40,767 374,256 3,460,776 0.0  

On average, the total assets were (57,128,009) JD with a maximum value of (994,797,000) JD. Net income 
was 7,332,029 with a maximum value 259,293,452. The debt ratio of 36.73% had a maximum value of 
94.47%. On average, the market share price was (2.25) JD with a maximum value of (18) JD. The selected 
companies pay on average a cash dividend of (0.072) JD per share during the study period. Also, the average 
number of stocks distributed as a dividend was (46,866) shares, and, on average, the company repurchased 
a total of (40,767) shares during the study period. 
 
Table 2 
Descriptive Statistics for Dividend Policy in Industrial Companies during the Period (2010-2014)  

Dividend policy Number of company Ratio% 
Cash div 67 75.3% 
Stock div. 8 9% 
Repurchase of stock 2 2.23% 
No action 12 14% 
Total 89 100%  

The number of companies paying cash dividends is 67 (75.3%). However, the number of companies that 
distributed stock as a dividend is 8 (9%), and the number of companies that repurchased stock is 2 (2.23%).   

Model Results 
The regression model, used four variables that were subjected to the study's main hypothesis by multiple 
linear regression analysis, while sub-hypotheses were subjected to simple regression analysis. The results 
were as follows: .The main hypothesis: No statistically significant effect is found at the level of significance 
(0.05≥α) of dividend policies on the market price of Jordanian industrial companies. The first sub-
hypothesis H01-1: No statistically significant effect is found at the level of significance (0.05≥α) of cash 
dividend policy on the market price of Jordanian industrial companies. 
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Table 3 
 Results of the Test Impact of the Distribution of Cash Dividends on the Market Price 

Dependent 
variable R R2 F Sig 

F* 
Independent 

variables B Std. 
error T Sig 

T* 

Market value 
0.86

6 0.750 54.625 0.000 
Cash 

dividends 5.111 1.186 4.309 0.000 
Size 1.557 0.380 4.101 0.000 

Leverage -0.034 0.011 -3.104 0.003 
Net income 0.449 0.258 1.745 0.085 

constant -29.705 3.838 -7.739 0.000 
*significant at (α ≤ 0.05)  

The impact of the distribution of a cash dividend on the dependent variable (market price) has a  
significant statistical effect , where the calculated F value is 54.625 and the level of significance (Sig F = 
0.000), which is less than 0.05, while the correlation coefficient (R = 0.86) refers to a positive relationship 
between the variables, as well as the value of the coefficient of determination is (R2 = 0.75). This points  
out that 75% of the variation in market price can be explained by the variation in the dividend if  other 
variables are constant. 

The table shows the value of B (dividend) is 5.111; the value of t is 4.309; and the level of significance 
is Sig = 0.000, which indicates a significant variable.  The value of the size of a company is 1.577; the value 
of t is 4,101; and the level of significance is Sig = 0.000), which Indicates a significant variable.  The value 
of B (Leverage) is 0.034; the value of T is 3.104; and the level of significance is Sig = 0.003), which  
indicates a significant variable. However, the value of B (income) is 0.449; the value of t is 1.745; and the 
level of significance is Sig = 0.085, which Indicates no significant variable. 

Accordingly, we reject the first sub-hypothesis and accept the alternative, which provides that: “There 
is a statistically significant effect at the level of significance (0.05≥α) of cash dividend policy on the market 
price of Jordanian industrial companies.” Sub-second hypothesis H01-2: No statistically significant effect 
is found at the level of significance (0.05≥α) for the dividend stocks policy on the market price of Jordanian 
industrial companies. 
 
Table 4 
 Tests the Impact of the Distribution of Profits as Shares on the Market Price 
Dependent 

variable R R2 F Sig 
F* 

Independent 
variables B Std. 

error T Sig 
T* 

Market 
value 0.892 0.796 71.382 0.000 

Stock 
dividends 0.020 0.010 2.010 0.048 

Size 0.852 0.119 7.128 0.000 
Leverage -0.024 0.003 -8.060 0.000 

Net income 0.706 0.042 16.801 0.000 
Constant -

21.384 1.976 
-

10.820 0.000 
*significant at (α ≤ 0.05)   

The results of the above table show that the impact of the distribution of profits as stock dividends on 
the dependent variable (market price) is a statistically significant effect, where the F value is calculated as 
71.382, and the level of significance is Sig F = 0.000;  the correlation coefficient (R = 0.892) refers to a 
positive relationship between the variables, as does  the value of the coefficient of determination  (R2 = 
0.796), which indicates that 79.6% of the variation in the market price can be explained by the variation in 
the distribution of profits as stock dividends  if other variables constant. The table shows that when the 
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value of B (distribution of profits as stock dividends) amounts to (0.020) it has a value of t is (2.010); the 
level of significance is Sig = 0.048, which indicates there is significant variable. The value of B (Leverage) 
is -0.024; the value of t is -8.060; and the level of significance is Sig = 0.000, which indicates a significant 
variable. However, the value of B (income) is 0.706; the value of t is 16.801; and the level of significance 
is Sig = 0.085, which   indicates a significant variable. 

Accordingly, we reject the sub-second hypothesis and accept the alternative, which provides that 
“There is a statistically significant effect at the level of significance (0.05≥α) for the stock dividend policy 
on the market value of Jordanian industrial companies.” Sub-hypothesis three, H01-3: There is no 
statistically significant effect at the level of significance (0.05≥α) of shares repurchasing policy on the 
market value of Jordanian industrial companies. 
 
Table 5 
Tests the Impact of the Stock Repurchases on the Market Price 
Dependent 

variable R R2 F Sig 
F* 

Independent 
variables B Std. 

error T Sig 
T* 

Market 
value 0.649 0.421 28.166 0.000 

Treasury 
Stocks -0.095 0.059 

-
1.612 0.110 

Size 1.797 0.238 7.544 0.000 
Leverage -0.032 0.007 

-
4.382 0.000 

Net income 0.093 0.090 1.040 0.300 
Constant -

27.022 4.007 
-

6.744 0.000 
*significant at (α ≤ 0.05)  

The results of the above table show that  the impact of stock repurchase on the dependent variable 
(market price) is a statistically significant effect, where the F value calculated as 28.166, and the level of 
significance  is Sig F = 0.000, which is less than 0.05.  The correlation coefficient (R = 0.649) refers to a 
positive relationship between the variables, as well as the value of the coefficient of determination was R2 
= 0.421, pointing out that 0.42% of the variation in the market price can be explained by the variation in 
the share buyback  with all other variables being constant. The transaction table has shown that when the 
value of B (share buyback) amounted to -0.095, the value of t is -1.612, and the level of significance is Sig 
= 0.11, suggesting that the effect of this is not a significant variable. Consequently, we accept the sub-third 
hypothesis, which states "No statistically significant effects found at the level of significance (0.05≥α) of 
the repurchasing stocks policy on the market value of Jordanian industrial companies." To test the main 
hypotheses, multiple regression analysis was used, and the results are as follows. 
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Table 6. 
 Test Results of the Impact of the Distribution of Profits on the Market Price Policies 

Dependent 
variable R R2 F Sig 

F* 
Independent 

variables B Std. 
error T Sig 

T* 

Market 
value 0.870 0.757 58.004 0.000 

Cash 
dividend 7.577 0.801 9.455 0.000 

Stock 
dividend 0.052 0.016 3.335 0.001 
Treasury 
Stocks 

-
0.019 0.032 

-
0.591 0.555 

Size 0.429 0.090 4.784 0.000 
Leverage -

0.010 0.003 
-

3.303 0.001 
Net income 0.553 0.104 5.298 0.000 

Constant -
5.789 1.412 

-
4.101 0.000 

*significant at (α ≤ 0.05)  
The results of the above table show that the impact of the independent variables on the dependent 

variable (market price) is the statistically significant, where the F value calculated is 58.004 and the level 
of significance is Sig F = 0.000, which is less than 0.05; the correlation coefficient (R = 0.870) refers to a 
positive relationship between the variables, as well as the value of the coefficient of determination being  
R2 = 0.757.  This points out that 75.7% of the variation in the market price can be explained by the variation 
in dividend policies combined with all other variables being constant.The transaction table has shown that 
when the value of B (dividend) has reached 7.577, t is 9.455, and the level of significance is Sig = 0.000, it 
suggests that the effect of this significant variable. The value of the variable B (dividend as stock dividends) 
amounted to 0.052, t is (3.335), and the level of significance is Sig = 0.001, suggesting that the effect of 
this variable is significant. The value of the variable B (share buyback) is -0.019, t is -0.591, and the level 
of significance is Sig = 0.555, suggesting that the effect of this variable is significant. 

The value of the variable B (size) amounted to 4.29, t is 40784, and the level of significance is Sig 
0.000, suggesting that the effect of this variable is significant.  The value of the variable B (Leverage) 
amounted to -0.010, t is (-3.303), and the level of significance is Sig 0.001, suggesting that the effect of this 
variable is significant. The value of the variable B (net income) amounted to 0.553, t is 50298, and the level 
of significance is Sig = 0.000), suggesting that the effect of this variable is significant. Accordingly, we 
reject the main hypothesis and accept the alternative, which provides that there is a statistically significant 
effect at the level of significance (0.05≥α) policies for the distribution of profits on the market price of 
industrial companies with Jordan.  

Recommendations 
Based on the findings, the research suggests the following recommendations: 1) Investors must study the 
data and periodicals related to the financial institution to determine the appropriate institution to invest in, 
and it must be commensurate with his wishes to obtain the return of his investment. 2) The investors must 
do analysis of the financial market before making any investment decision. 3) The Amman Stock Exchange 
must view financial listed company data and information feasibly and must be continuously updated. 
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