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Obeidat, Obadah Khaled." The Impact of Agency Costs Level of

Firms on Dividends Policy: Empirical Study~ Jordan", Master
Theses, Yarmouk University, 2012,

Supervision:
Prof. Mahmoud Hassan Qaqish

Abstract

This study aims at investigating the scope of the level of agency
costs in determining whether Jordanian firms pay or not to pay dividends
during the period of 2004 to 2009. Also, this study aims at determining
the relationship between agency costs and dividends policy, and
investigate if this relationship is consistent with (Free Cash Flow
Hypothesis), based on a sample of 56 industrial company listed in

Amman stock exchange (ASE), for the period from 2004 to 2009.

The study was based on the panel data analysis which includes the
characteristic of the sectional data, and time- series data (Gross-Sectional
Time- Series Data). It's found that a negative relationship exists between
free cash flow (FCF) and the percentage of dividends (Div), On the other
hand, the study finds no relationship between the level of leverage (Lev)
and the percentage of dividends (Div), Moreove.r, the study finds a

positive relationship between each of size, profitability, growth in

companies listed in Amman stock exchange, and Dividends.



Based on the findings, the study recommends the management of

manufacturing companies listed in Amman stock exchange to increase

the percentage of dividends as a mechanism to reduce the free cash flows,

and then reduce the agency problem in these companies.

Keywords: Agency Theory, Agency Costs, Dividends Policy, Free
Cash Flows Theory, Amman Stock Exchange (ASE).
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G il olas G el gy Mty (oalal el phas Gl alde)
o el e 5o ((Rajan & Zingales, 1995) dissll (A Sl (ul) pgead aladiindy
8 SN A3gpall lgal oY cadipall paill b SN 8 adige ¢sSs ANS LSS (g 5ine
83l (o boleny aasball 8 N Aagiiy clghyh salyy iy, Lliiedt Wahldiad sl
(Trade off Jalad 3-'.)153 Gy 4RSS S0y ) (o Lea pall e 300l 5) pdad A
(Titman & Wessels, adlalt dadllly el ad o dude Al olln 4318 theory)
Aaliadl Lot Uppdl aan Goliash Y oag saill Gajd o) ol (ol dagsy .1988)
A o Tl 5l gt 55 o adsiall e 4l adey ccpaluadt o 2LV gl

oW s
sall @l @i$ydl of (Myers & Majluf, 1984) e JS wp wal dgn oy
o Anlay Ao ALl ayplia el osSey con B Al ad Ll %) iyl
sban e aldieYly Syl 03] oSy Y il apliiall odn anal Blaiy «tsT (e gl
o ol APk Ganay sl Jisall jibad sl I 505 Lo edald IAMA et
¢ sl Gaydy Al Aadlyll o dplay) ADe ela 43ld (Pecking Order Theory) Jisail

Colayigl Aabiall Al aaa e e sail G 5ol of adsiall e 4dlh SN A
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b sl Jame dlagy Nl gl aasid oSey (Manos, 2002) 3580 el Joned

s M e luall elg el
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. sall Jiea :GROW
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Ll 48 gl dasll :MVE

(R fdall 2al) A& g yana :TE

:(PRFT) 4l o
Gagbll GlSHally g ey Gl Al aladil Juadi ale JS8 S8 o
Lao elggal (Ul ayll At 335 dal e ol Aslpun platiad 335 o Jand pala K2
Gl Gl pall Ayl 33l (N ALl L (agpedall gpall) Ay pall Andiall B0y (N g
Ut Gy S ol o sle¥! o Raghl il aands ANSH CaliSiy oY)
o ealsay i S b oA o 0 L AN 3 of 8 ey e JS
pid 0sS SAGEN o3n (g ol el o ey gy o ol Glad] 0p0 SV angl

Lo Tle g ol dpane g AL Spmyy el apjllia b Lgalatiiad oy By Apati ellsh
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(Modigliani cpabadl pdlas Clus e Gpas s pdladh giatd Lo alasid
.and Miller, 1963)
o Cua Al fay sy I dadlll o dulag) A0 ol aslh (ollA Aag,
AN Jipall oy o M adll) ol o il B3l A e Al sl
o eyl Jlin iy o apall gl ouall Apgpall Baadl o salENY al o
o 2N apal GG o Aaliall Wpnadl e g g9t Py e Al iyl jalian
Ol Laguand Jilay Laslsiel ey 2T st Ry il of Laas sopanlnal
Meckling, iahl il (8 gyall dpuinh il G oSy Lmidd Y (g 1

-(Jensen, 1986) s (Jensen & 1976)

GG b AN Gl aag) 85 A Ay e bl cadel d,
cnladl Ggin () ol dbn Ty Ll 8 Cam (ot Anaygp (g6 Al Ay linal
ALl bl e alaieYly (Ml glae Gam b Aaaal) dna ¥ Loliall ci€)80 4

tgag i Gulil) M ¢ alasiud o5 «(Varouj et.al. 2003) Jie
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PRFT = —
F SE
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s ) :PRFT
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£ YL A8 paa Jengg 2580 Uyeal Jlaay radall dy)lelll oo sl sy
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G il any angt sl llh oy (Gadl 8 WSy Leadly Ll plily Ll
2 LS S WIS o pladl o 458 e lean) e oS SAGAN Gyl
lony gl Sl 18] o Al BN 0y L pral Baa @IS A Jlal
U Aat W Gy g patlish Topims JF a gl UGN 0058 (G oyl
Slagled) Gl ol Agd gy o aally Al dypaill jabaaa o Al 3 Gl
(Gilchrist& ) Lubn b e i sl 2 s, IGH Glles, Ablad) e

.(Erickson & Whited, 2000) i 4 Ly Himmelberg, 1995
A A dgde & Lee B anal Uus el Al Gold) Adlaat ol @B ) Adlea)
Lo say e oliVly ol Jass (lo 0 1) paadl 308 A o G cpaadl dia
iyl o 4S80 ol e I iy cplly dipal) s Galisil Y g
Tolad 4580 anan iy of gl opad gl ¢yl 2 Ball il 503 (oY) (o Laa it
S s e Gagiath Y ot 13 ol ANSSH Ayt iy ol g A o

-(Titman & Wessels, 1988) 45,3l
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it Julad uild 6.4
Slilyy aedk (A ol Sl pla e gpand) Al Crendind Calaaf aadd
@libd i) D 0o Ble gy (Panel Data) o <m L ahadid &5 S8 Aull
Panel Data) bl iy «(Time Series of Cross Sectional Data) Aalaic
ome b 48 «(Pooled Data Analysis) wpestl) Jilatll bl @o (Analysis
sie (Individuals & Time Specific Effects) oyl Joloy upil Jalpad 1 liey!
oS «(Pooled Data Analysis) (ermendh Jilaslh qagbud Ul ¢ jlass¥h i olaad gt
¥ gy «(Ordinary least squares) Aplie¥) (Gruall Cilagpall dipla Aaulyy oy
ol delery Apuil dalgall 26 i IS 1Y irsal) Daa g 8 ek g
skl W «(Panel Data) s ¢Seyy (Individuals & Time Specific Effect)
paall Slagpall &gyl ahiaily o oSay sy «(Fixed Effect Model) <yl 2y
ah3aiuly sy o 3y ((Random Effect Model) ipdadt S0 caglud o cdpalsie¥)
on COUAY) oSy (Generalized Least Squares) daladl (gall Gilaayall ddyyla
Adadye el deley Zuall Jalgall cl 1Y Lo Alas 3 Aledall 1 eyl 201 bl

Y ol il ey

Uasds (Random Effect Model) <l 3 casld of (Gujarati, 2003) s
«(Individuals & Time Specific Effects) caill Jeloy ¢daapill Jalgad) il il
g Wysels Aflsde Ly ledall AV sl ey Alid] Gihpridl as Ledaliily

SN Gl e desy BLAYE 1 3y Ol Aoy il Wil il ledali)

75



it sl gay ol SO0 Aglly ally Al CDlalaa s 8 3 8yl
Diagnostic yasill @l eyl fuball il diulall el Bt dabaalt ol
Zgaalft Q8 ((T-Test ) ple JS% zdsatll daMua il o F-Test ) Jie (Tests)

Aahall i il = dleled dgkany!

Jiaal (LM) (Lagrange Multiplier Test ) aladiud & ¢ W (Y il

ol = «(Pooled Déta Analysis) 5 (Panel Data Analysis) o JS ¢ Alady!
(st (Cross-Sectional Variance) sadaiall (bl of (o pdadl Gpajd (i) of Jyd
(Pooled Data Analysis) (xpesil st Crgld (ge Jray panll Gpajd b ¢ jha
(b bl L_bum ) Jlad nis a6 «(Ordinary Least Squares) J34 (s
s (Fixed Effect Model) ¢ kaa™ (Hausman Test) «iuhall cueadind cya
DA e il EDlalrs asan o) paadl dpagh bl e (Random Effect Model)
A by of (el DY DA e bapa 8l GBS Gl i Lgd  Alpdall S
clalee oF ging ¥ Ny i sl Jladiadl BV Gl e il C0las o drag pand
Sad¥h ol el ey (Gujarati, 2003) Mad yue <yl 1 gagar oo Aadlll ol
Gl g a8 Al il ) il el el o Man o oy olial
L) Aghias o laisY) 5 a8, ((Residuals) Syl o (Shapiro-Wilk) las
Aylad) (Variance Inflation Factor: VIF) Jlgal e <X, cddhaddl bpaddl o

& LS 3 (Multicolinearity) iubaall iosill Ay cfiiall Jlaatl Al du

wgt VIF (Multicollinearity) Zglaa¥ Gpasmall Al 3yny (o0 10 pe S 036 o g VIF o (o (Gujarati, 2003) 3
v opadill A G5 s g3y (Multicollinearity) AiSha stisal o Joy VIF galissh b agdey
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Gl palad e ASSe e ASH g «(Breuch-Pagan) (e sldeWl
B ol (pand) A st Gl o) @l e 38 Al «(Hetroscedasticity)
AN ol (Chi) dadl @68 Y of sy pal gt Jyilly ilatio (Residuals) sl
| - igileaa)
S ddlall Auball 4 (Multicollinearity) sxddl Lali)¥l US4 s .‘—'ﬂ-\a-.u
W ady A Al a3 ((Variance Inflation Factor: VIF) Jlaal e slasY!
D ol 138 VIF>10 o€ 1Y ddle 330l o AYY Al S paialls Jituse it JS
Ll cdyia JO (VIF) Jlasl 20 alyy J(Gujarati, 2003) saxdie Jaliylh asa
Adall Al 3 (Multicollinearity) A5 wile o (1.4) oy Jpaall b dariagal

0 e Ji Ayl z3pai (8 VIF dauigin oS Sy

{1.4) pa; Jgaadl
(VIF) ,\ail gl
Min VIF Max VIF
Model 1.09 1.7

bl daa jlaal 5 ai o(Multicollinearity) adSia jlasl ) dileayy
of A (e cilal iyl oda Apeal autiy oy oall Guilad poe ASHe tdia Jlaat (g4l
eladlly cilleall oo Atlalh @l ) gap 8 (bl @iVl o3gd DUl 4k e

dahall Craddiuly JAalla e (t-statistic) dads o(F-test) ce Jrag 28 olldy d50eal
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Ronall 0801 0% g o V1 bl il g bl of e oS e e

St 1w 3%y o(Heteroskedastisity) AlSse oo a3l ¢(Breush-Pagan) b

Al 2 (sUaa¥l) Gl Sl (OLS) diskied) gobeall sl plisel o
A8 conal austl Apal) Bl S ((Heteroskedasticity) Jhesl ol bay

Gewl Gl 53y o (Shapiro-Wilk) shstuls et el A8ab Y daall
ASles o8 o(Shapiro-Wilk) sl o8 am clowh deg (slaal) (ldl ol
(Panel Data s o5l Ll bl of Ly imda Bepn Aol ol Lyaaalf pcadl
g sy Y Al Aede (35) S doh el SsSs 2 %y (Analysis)
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Cualdl) Juadll

AL} ASliag clilydh Jas

-

dadka 1.5

«(Panel Data Analysis) alaaiuly Slaai¥! < olaa a8 i Juadll 18 ia

SN bl (Fixed Effect Model) <yl 31 caslul alasialy opaii oSay (o3l
.(Random Effect Mode}) Alsdall

Rk o RS ol gt B LESY Y Al o2 hagd (il 5 LS,

A Capriall amy e A cgles uayg A el eliall SIGAN B Y Ay

Sl adl daiy (FCF) pall 4l clibslly (DIV) WY cilagis G 1

{(SIZE) 3$,2) paay ( PRET) &uasly (GROW) sait Janey ((LEV)

Al efpiial uasl Julaill 2,5

llagial gt A Ahagd) cleloay) aal Y deadl e giall 1 gy
Gl i Adleial cabill dad  Jaly ol doylaall clilaiyiy @wl

il dal Joly (gialy cgibnal) Cabai¥ ¢ luadt Jaugll (1.5) o) dgandl aayy

rob ot DA (a5 Auahall 73 gt ey Aalaial
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(1.5) db; dsaad
Al g igal el iyl lath ks
Obscrvations (n) = 336

Variables Mean Std.Div Min Max
DIV 0.202 0.205 0.04 1.5
LEY 0.793 1.000 0.09 0.8
FCF 0.007 0.177 -0.91 1.7

GROW 1.582 1.016 -1.6 6
PRFT 0.053 0.414 ~-1.5 54
SIZE 16.506 1.338 13.76 20.6

Al (PRET) «sall Jina (GROW) ripalt il libal (FCF) el o) 3 (LEV) e i1 lagisi danat (DIV) 1us

A%,80 pan (SIZE)

«(0.2) > &b (DIV) £ Clagys Lo Jaasio of (1.5) ) gl cuw -
(1.5) 5 ¢(gial 258(0,04) o Lol 020 ctanslsi iy ¢(0.2) 8 (giline il
Ggelinall AN~ cilagisi A as @i dlin of ) el 1y o adl 3ag
oo el U1 gy e ol o3 s oSapy (Al Rie) Ea)
Al gl o holaiet (2] ) A0 cay el Y A o ity cpaplndll

e
Gibailyy «(0.79) s i «(LEV) Ml o dus Jaegio of oded Jpaadl oy -~
28 (0.8) 5 ¢ sl a8 (0.09) o Lpill or gl Wy «(1.0) 0)8 (gime
AN o Al A A Lpalaly as gl Y udy ey o aall

81



Sy sl o) Yl ppa Y s o[l Ai) ) g il
calSphlt 03 cpy Al gl e DS

o) e licall @S5 (FCF) s il il A dawsia of Jyaadl o
Zaatl) 030 cuagl aily gy (0.18) o3 (pline wabailyy «(0.007) Jsa i
gl DALl i oSayy spall 298 (17)5 0 258 (0.91-) o
paa DA oS, (deliall A BLE e Yle Jprand & Al d bt
A (HAHE e Shasad)

Whra Gbaihy «(1.58) il (GROW) Slagall sai Jare Jauigie of Jsaadl oy
ol 238 (6.00) 5 () 288 (-1.6) o Aall 38 iaglyi il (1.00) o)
A e hgopal paa DRy ¢ gaill pah CONAL S i Sayy

(o iy A8 deliall IS (PRFT) Lapll Jone daugia of Jpaal e
28 (-1.5) o Anilt o3 Canglii 28y Ly (0.4) 0,8 (g)una iliailyy «(0.05)
S8 Lgdias A 'cujyl AL W)l (Sayy sl 258 (5.4) 5 ¢
WYY el Gaiad b cuale A bl oIS, AgaY) de lial

el &l cfuball i) Gl Ko liall CSHA paa dawsie of dyaad oy
(13.76) ¢ Anaill 030 cunyfit iy «(1.33) Mn )8 (glane aliatlyy «(16.5)
@Al A e paall (A S DAY ¢ pall 20K (20.6) 5 (il 2ag

L2\ LR IPRT QEUTILN R PEPWR | pa A} dai
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didadl Jaaiyl Sbad it 3.5
iyt alasiuly @llyy iyl 7 3pet) et lass¥) el g piadl 1 ayetiy
(Random Effect Msdad 3V z3say «(Fixed Effect Model) cul a9

A, «(Panel data) g8 oo UL Jidad g Sy A sl 23kl 4y <Model)
(Lagrange Multiplier: LM) Jaaly «(Hausman) L4l pe 38 Laball caenial
Figai o pdsall clpad Slasd ol cpelal 8y At et Sl g dpei sy
of gl ey Gua ((Multicolinearity) JM\ Lol e e (Slay ¥ Al
Y bl chie e of e dy By ((10) oo i g8y (14) ab ((VIF) Jawsia
AR 038 e (@
woime A LAY Chagy oy bl pasal Jilad 280 (3.5) A Jsaall jela
Phi gl Ty b Topad Lebiall AN ALY ag Al e G s
Lagrange ), (Hausman Test) _\is) zu can 8, (2009-2004) 5l
Syt Dalea a8 b eyl ST e Sl Aedadl Y dd o] (Multiplier
s B Adlaa) AN 4 (Hausman Test) iy oS ol 13y bl Gl (sl
359 Laa «(0.01) AV (5 siue 2ic dilan] A1Ys 15 (Lagrange Multiplier) slaal oS
Dalay gl o Jpeanll el Gpadiidl — Asall dDL bl Jdas o

) il b Ailiay Qs b laalais) ¢Seg opiS ani]
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(2:5) aby Jssadl

dafpall @ igad o il

Variables Model: DIV
Panel data
FEM REM
CONST -7.964 -4.458
(0.004)* (0.000)*
FCF -0.284 -0.674
(0.408) (0.021)**
LEV -0.100 -0.097
{0.162) (0.146)
SIZE 0.396 0.184
(0.012)** (0.009)*
PRFT 0.380 0.354
{0.000)* (0.000)*
GROW 0.146 0.181
(0.042)** (0.004)*
R? 0.406 0.382
F-statlstic 11.35 73.74
(0.000)* (0.000)*
Observations(n) 128 12_8
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Hausman test Chi? statistic » 9,24

Prob(Chi?) = (0.0997)***

LM test chi2(1) = 36.78

Prob > chi2 = (0.000)*

S010 5 %5 4] (siiva dle Liliaa] (gine #0% (80 0

Lo Alaadle Uiy Algdall S zisel o sliis¥ly (6.5) al) dysadd Pla e

P

Lkl B oy (0.05) DY (ghie dio Afloan) AN <l Al 4D y4ay ~
@ty gV G of Y sy 13y (DIV) zW¥ Sagisi dpay FCF) yal
coiall (3 Ay e sl By il ada Y s chadipall gl Al cuiasal
el cotaall S Cullss pansd gy WYY aists Ipaghy oppadl of Eya o jall
il padl Al Bl o Lase Ao a0 of adidl e JEy sl
Utami & Gl pe Aaill o2 Gilg5 AUSH A agay o J6 gdud) AW, che el
. Thanatawee (2011) dulys 2808 o (iajlah cua i (Inanga (2011)

08 Gy (LEV) Al adyll G o Agflian) A0 < ke & agay poe —
olé 4oy (Amidu & Abor, (2006) Aubs g e Hl5E Aafis by ((DIV) £ Y
Q] NS A dalladd Gandl Logumnd ilay B2 Y S8 2 03368 Lbpuny eyl
ol Jaaaill o Jgeantl 3agana 5o€5 AN adf ) LY
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Sl DA o gt (agy BIGH IS ms i WY gy 835 Y
o) S e Ay iy g Al AN Sla 30y pall Tl il
S0 Al My chadie By Al S Lo 00585 o) (Y Sl AN Jpai clana |
N ms Ay A8 aaa o Aipge WD s Al 233 W ey JSE 2L add
Fodio s «Fama and French (2001) ¢ 38 s 4l cbiasi Lo ae G daiid Ay

. Redding (1997) s «(2009)

sall Jara g {0.01) ANV (gginn v Atliaan) ANS &Id Liage A agay -

54 e a2 Sl ol @l juii oSays ((DIV) 2 ¥ &g dpuis (GROW)

o Upaall cpanluall dx ik s Ara pual ol 0o S 2 syl s sl

Myers and  Aubd o Lol Juagiall a0t oo GGG Aaii Ay «uladl JW L)

Utami and Inanga, by & el Jduasiad) zi@ll oo ajlaiy <Bacon, (2004)
(2011)

o (0.01) AV yiea de Aglas) AN @l Aage Wle 3y -

Giad Al G ol b s oSay (DIV) W g ddy (PRFT) )l

tPie ADNAY Cdd ASL cludal {_,A apandl Caany Sy ¢ ASY AU ady agi dmiiye £l

. (Baker and powell, 2000; kowalewski, 2009)
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Ayl Lo liall i)l 2 WV aghst Al Sl ad )l dps G dilaas] AV

AN aan o Adlas) AV Gl dinge ADNe dpmy o RN dpa il Caai —
o e ziseall dilad il cady Sy A Ao liall UGN L 2 laggi dgay
WDhe cuay ay AN CliSE Jnpad g 2 Slagyei 3ol () i sl il il
N gy Ry 3O paa o (0.01) el No Aglan] ANVS @3 dmge
AU A il gl 05 Sl

sl o o Atlean AN b Taage Ao dag o Al Bl sl -
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