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OWNERSHIP STRUCTURE, DIVIDEND POLICY
AND SHAREHOLDERS WEALTH AMONG
LISTED NON-FINANCIAL FIRMS IN NIGERIA

In the field of corporate finance, there is still disagreement over whether ownership structure and
dividend policy have an impact on shareholders’ wealth. Thus, between 2012 and 2021, this study
aims to empirically demonstrate the combin ed effects of ownership structures and dividend policies on
the stockholder wealth of listed non-financial companies in Nigeria. The study’s population comprised
the non-financial enterprises registered on Nigerian Exchange Group. Purposive sampling was used to
choose a total of 54 firms for the sample size. For this study, an expo-facto research design was used. The
Nigerian Exchange Group’s publications and the publicly available financial statements of the selected
companies provided secondary data for the study. The panel data regression model was the analysis
technique used. The combined impact of ownership structure and dividend policy on shareholders’
wealth was found to be positive and significant. The outcome supports the agency theory’s contention
that ownership structure is an oversight tools that can be used to curtail management’s opportunistic
behavior while regular dividend payments provide the company a favorable impression in the eyes
of investors, they also enable the company to raise capital through the issuance of additional shares,
which increases shareholder value. Therefore, the study suggested that policy makers for Nigerian non-
financial enterprises restructure their ownership structure and dividend policy in a way that will promote
strict oversight of operations and effective resource management, ultimately increasing the value of the
company for its shareholders. Other economic sectors were not taken into consideration; the analysis is
limited to Nigerian listed non-financial enterprises.

Key words: Non-financial firms; agency theory; dividend policy; shareholders wealth.
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HurepusiHbIH, TipKeAreH KapXXbIAbIK eMec pMpMaArapbl apacbliHAAFbI
MEHLLIK KYPbIAbIMbI, AMBUAGHATIK casicaT
)KOHe aKLiMOHEPAEPAiH dA-ayKaTbl

KopnopaTuBTiK Kap>Kbl CAaAaCbIHAQ MEHLLIK KYPbIAbIMbI MEH AMBUAEHATIK CasicaT akKLMOHEPAEPAIH
9A-ayKaTblHa 8Ccep eTe Me, XKOK Na AereH Keaicrneyuwiaiktep aai ae 6ap. Ocbiaaniwa, 2012-2021
KbIAAAP apaAbIFbiHAA OYA 3epTTeYyAIH MakKcaTbl MeHLUIK KYPbIAbIMAAPbl MEH AMBUAEHATIK CasiCaTTbIH
Hurepusaarbl Gup>kasa TiPKEAreH Kap KblAbIK, EMEC KOMMaHUSIAAPAbIH aKLLMOHEPAEPIHIH 9A-ayKaTbiHA
>KUBIHTBIK, 8CEepPiH 3MMMPUKAAbIK, TYPAE KOpceTy 6GOAbIN TabblAaAbl. 3EpPTTEAETIH >KMbIHTbIKKA
Hurepus 6upskaablk, TOObIHAQ TIPKEATEH KapXKbIAbIK, eMeC KaCinmopbliHAAP KipAi. MakcaTtTbl ipikTey
apKbIAbl 54 hrpma TaHAaAAbl. ByA 3epTTey akcno-akTo 3epTTey AM3aMHbIH KOAAAQHABI. Hurepus
OUpP>KaAbIK, TOObIHbIH GacbIAbIMAAPbI XXOHE TaHAAAFaH KOMMAHUSIAQPAbIH >KAAMbIFA KOA >KETIMAI
KAP>KbIAbIK, ecenTtepi 3epTreyre KOcCbiMILIA MaAiMeTTep 6epai. Taapay 8Aici peTiHAe MaHeAbAIK
AEpEKTEPAIH PerpeccmaAbik MOAEAT KOAAAHBIAABI. MEeHLLIK KYPbIAbIMbl MEH AUBMAEHATIK CasiCaTTbIH
AKLUMOHEPAEPAIH, 9A-ayKaTblHA XKMbIHTbIK, 8CEPi OH, )KOHE MaHbI3Abl A€M TaHbIAAbI. AAbIHFAH HOTUXE
AreHTTiK TEOPUAHbIH MEHLUIK KYPbIAbIMbI MEHEAXKMEHTTIH, ONMOPTYHUCTIK MiHE3-KYAKbIH LIEeKTeY YLiH
namAaAaHbIAYbl MYMKIH KaAaFaAay KypaAbl GOAbIN TabbIAATbIHABIFbIH pacTaiAbl, aA AMBUAEHATEPAI
YHEMIi TeAey KOMMaHMUIAApFa MHBECTOPAAPAbIH, KO3 aAAbIHAQ XKaFbIMAbI 8Cep KaAAblPaAbl, COHbIMEH
KaTap OAap KOMMaHMSFa aKUMOHEPAEPAIH KYHbIH apTTbipa OTbIPbIN, KOCbIMLLA aKUMSIAAP LWblFapy
apKbIAbI KamnMTaAAbl TapTyFa MyMKIHAIK 6epeai. Ocblaaiia, 3epTTey HurepmsAbIK, Kap>KbIAbIK, eMec
KaCIiNOpbIHAAPAbBIH, casicaTkepAepi ©3AepiHiH MeHLWIK KYPbIAbIMbIH >X8HE AMBUAEHATIK cascaTTbl
onepaumsiAapAbl KaTaH KaAaraAayFa XXoHe pecypcrapAbl TMIMAL 6ackapyFa bikMaA eTeTiH eTin KkanTa
KYPbIABIMAQYAbBI YCbIHaAbl, OYA Caibil KEATEHAE KOMMaHMSHbIH akKLMOHEPAEPi YIIiH KYHAbIAbIFbIH
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apTTbipaAbl. DKOHOMMKaHbIH 6acka caraAapbl eCKEpPIAMEAT; TarAay Hurepursaa TipKeAreH Kap>kblAbIK,
emecC KaCinopbIHAQPMEH LUEKTEACAI.

Ty#iH ce3aep: Kap>KbIAbIK, eMec (hrpMaAap, areHTTiK Teopmsl, AMBUAEHATIK casicaT, akLMOHepAep-
AIH 9A-ayKaTbl.
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CTpykTypa COGCTBEHHOCTH, AUBUAEHAHAS MOAMTHKA
1 6AarococTosiHMe aKLMOHEPOB CPeAM 3aperucTPUPOBaHHbIX
HecpmuHaHcoBbIX thupm Hurepum

B o6AacTu KopropaTuBHbIX (DMHAHCOB MO-MPEXKHEMY CYLLECTBYIOT pa3HOrAACHsl MO MOBOAY TOrO,
BAMSIOT AWM CTPYKTypa COOCTBEHHOCTM U AMBUAEHAHAS MOAUTMKA Ha GAAroCOCTOSIHME aKLMOHEPOB.
Takmm obpasom, B neproa ¢ 2012 no 2021 roa LEAb0 AQHHOTO MCCAEAOBAHMS SBASIETCSI SMMMPU-
yeckasi AEMOHCTPALMS COBOKYMHOIO BAMSIHUSI CTPYKTYP COOCTBEHHOCTM U AMBUAEHAHOW MOAMTUKM
Ha 6AAroCcoCTosHME aKLMOHEPOB HE(PUHAHCOBLIX KOMMAHWIA, KOTUPYIOLWMXCS Ha 6upsxke B Hurepum.
Mccaepayemasi COBOKYMHOCTb BKAIOMAAQ HE(PMHAHCOBbIE MPEANPUATUS, 3aperncTpupoBaHHble B Hure-
puiickon Gupykeson rpynne. C NoMoLbto LieAeHanpPaBAEHHOM BbIGOPKM ObIAO 0TOOPaHO 54 durpmbl. B
AQHHOM UCCAEAOBAHMU MCMOAb30BAACS AM3alH UCCAEAOBaHMS KCno-akTo. Mybamkaumm Hurepuiic-
KO BMP>KEBOM rpynrbl U 0OLEAOCTYMHbIE (PUHAHCOBbBIE OTUETbI BbIOPAHHbBIX KOMMAHWI MPEAOCTaBUAM
BTOPUYHbIE AaQHHblE AAS MCCAEAOBaHMS. B KauecTBe MeTopa aHaAM3a MCMOAb30BaAaCb pPerpecCroH-
Hasi MOAEAb MaHeAbHbIX AaHHbIX. COBOKYMHOE BAUSIHUE CTPYKTYypbl COOCTBEHHOCTU M AMBUAEHAHOM
MOAUTMKM Ha HGAAroCOCTOSIHME AKLMOHEPOB ObIAO MPU3HAHO MOAOXKMUTEAbHbIM M 3HAUMTEAbHbIM. [1o-
AYUEHHbIN PE3YAbTAT MOATBEPXKAAET YTBEPKAEHME areHTCKOM TEOPUM O TOM, YTO CTPYKTypa CoOCT-
BEHHOCTU SIBASIETCS MHCTPYMEHTOM HaA30pa, KOTOPbIA MOXET OblTb MCMOAb30BaH AAS OFPaHUYEHMS
OMNMOPTYHNUCTUYECKOTO MOBEAEHNS PYKOBOACTBA, B TO BPeMS KakK PeryAspHble BbIMAATbl AUBUAEHAOB
CO3AQI0T KOMMaHMM BAQronpusTHOE BrieYaTAEHWEe B rAa3ax MHBECTOPOB, OHU TaK>Ke MO3BOASIOT KOM-
MaHWKM NPUBAEKATb KanMTaA MyTeM BbIMyCKa AOMOAHUTEAbHbIX aKLMIA, YTO YBEAMYMBAET aKUMOHEPHYIO
CTOMMOCTb. Taknm 06pa3oMm, B UCCAEAOBAHMU MPEAAATAETCsl, YTOObI MOAMTUKM HATEPUIACKUX HEDMHAH-
COBbIX MPEAMNPUSATUI PECTPYKTYPUPOBAAU CBOIO CTPYKTYPY COOCTBEHHOCTU U AMBUAEHAHYIO MOAUTUKY
Takum 06pa3om, UTobbl 3TO CNOCOBCTBOBAAO CTPOrOMy HAA30pYy 3a ornepaumsamu u 3hhekTUBHOMY
YNPaBAEHUMIO pecypcamm, YTO B KOHEYHOM MTOre MOBbLICUT LIEHHOCTb KOMMaHUM AAS €€ aKLIMOHEPOB.
Apyrne cekTopbl 3KOHOMMKM He MPUMHMMAAMCb BO BHMMAHME; aHaAM3 OrpaHuyeH HeUHAHCOBbIMM
NPeAnpUATUAMM, 3aPermcTpUpoBaHHbiMKM B Hurepmm.

KatoueBble cAoBa: HehHAHCOBbIE (DMPMbI, areHTCKas TEOPUs, AMBUAEHAHAS MOAUTHMKA, GAAroCcoc-
TOSIHME aKLMOHEPOB.

Introduction

Maximizing shareholder wealth is one of the
main objectives of any corporate company. Accord-
ing to Brigham and Houston (2017), growing share-
holder wealth and share value is a key objective
for any organization, and they shared this opinion.
Although organizations have various objectives,
enhancing shareholder value seems to be the most
crucial one (Sakaki, et al., 2021). This is predicated
on the idea that equity holders should receive pay-
ment last; this is sufficient to show that an organiza-
tion that generates money for its shareholders would
eventually satisfy all other interest groups. Boosting
shareholder wealth has a direct effect on a compa-
ny’s long-term growth and even its ability to con-
tinue as a going concern. A growth in a company’s
shareholder value, for example, may inspire more
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confidence in investors by signaling the company’s
ability to have bright future prospects, which in turn
will result in high returns on equity (Putranto, 2018).

In the last ten years, the concept of enhancing
shareholder value has gained prominence in dis-
cussions about corporate governance in a number
of countries, including Germany, France, Sweden,
Pakistan, India, and Nigeria. The justifications
for maximization of shareholder worth have even
gained importance in recent years (Farrukh et al.,
2017; Putranto, 2018). This is primarily influenced
by a quantity of business catastrophes that have
been publicized globally, including those involving
Xeros, World Com, and Cadbury Plc, among others.
Numerous business enterprises have failed as a re-
sult of these scandals, which has caused shareholder
capital to be lost. Consequently, research endeavors
are focused on comprehending policy measures that
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corporations globally can utilize to augment share-
holder value and thereby mitigate the adverse effects
of such scandals on shareholders’” wealth.

The research literature has investigated the
significance of various organizational variables,
including board characteristics and firm-specific
characteristics, on the maximization of sharehold-
ers’ wealth. However, some scholars contend that
the dividend policy of the company plays a signif-
icant role in explaining variations in shareholders’
wealth (Aminu & Salahudeen, 2019; Omoregie &
Eromosele, 2016). The dividend policy may have
two main effects on shareholders’ wealth: firstly,
it may mitigate the management’s opportunistic
behavior, which aims to satisfy their self-interest
at the expense of the optimization of shareholders’
fortune (Jensen, 1986). The consistent payment of
dividends will lessen the flow of free cash and thus
reduce the likelihood of the management to exploit
the shareholders, as many studies have demonstrated
that when there is an excessive amount of free cash
in the organization, management is more inclined
to engage in exploitative conduct at the expense of
improving the wealth of its shareholders. The sec-
ond channel is the signaling effect of the dividend
policy, which acts as a signal of the firm’s strength
and performance in the eyes of investors. When a
firm pays or declares dividends on a regular basis,
it will draw more investors, which will increase the
valuation of the stock of such a firm in the market
and higher shareholder wealth maximisation.

The dividend strategy of an organization estab-
lishes the percentage of earnings that will be distrib-
uted as dividends to shareholders and the percentage
that will be reinvested in the business for future use
(Aminu & Salahudeen, 2019). Retained earnings
and payout, whether in the form of cash or script is-
sue, are trade-offs. The company’s stock price, cap-
ital flows, investment prospects, financial structure,
and liquidity position can all be impacted by its div-
idend policy. The dividend policy can reveal details
about the performance of the business.

Ownership structure is a significant issue that is
taken into account in the literature while attempting
to explain the variations in the wealth of sharehold-
ers. One crucial element of a company’s internal
corporate governance process is its ownership struc-
ture. The idea of ownership structure encompasses
the processes involved in creating and enforcing
control and ownership rights. It is possible to ex-
amine how the ownership structure affects business
outcomes like maximizing shareholder wealth from
the angles of institutional, foreign, and management
ownership. Over the past ten years, the All Share

Index (ASI), which measures stock performance,
has continued to show a significant degree of vol-
atility in relation to shareholders’ wealth. The ASI,
for example, was recorded at 66,371.20 in 2008
and decreased to 20,838.90 in 2010. After that, the
ASI for Nigerian businesses fell, reaching a low of
19,732.34 in 2011 and 20,669.38 in April 2020 (Ni-
gerian Exchange Group, 2020). The stock of Nige-
rian corporate businesses has volatile performance,
which puts current investors at risk and erodes the
trust of prospective investors. Therefore, stakehold-
ers in the Nigerian business environment continue
to place a high priority on maximizing shareholder
wealth through improved stock performance.
Ownership structure and shareholder wealth
have been the subject of studies (Tawiah, Benjamin
& Banns, 2015; Sakaki, Jory & Jackson, 2021; Ryu
& Chae, 2021). Research on how dividend policies
affect stockholders’ wealth is also abundant (Ullah,
Suliman, Nargas & Ullah, 2021; Ndirangu, 2019;
Tijani, 2019). This study focuses on the combined
effects of both ownership structure and dividend
policy on shareholders wealth, as measured by the
market value of shares. All previous studies ex-
amine the effects of dividend policy or ownership
structure on shareholders wealth individually.

Literature Review

Ownership Structure

Qwnership structure refers to how an organiza-
tion’s equity is distributed in terms of capital and
voting rights, as well as who the equity owners are
(Holderness et al. 1999). The ownership structure
contributes to a reduction in the incentive to control
profits. Moreover, it is believed that business exec-
utives possess the capacity to manipulate reported
profitability in order to further their own interests.
Maury and Pajuste (2005) assert that a company’s
worth increases with more equitable distribution of
voting power. An equitable distribution of voting
power indicates that there are many large sharehold-
ers present, allowing them to keep an eye on and
restrain the largest shareholder, thereby boosting
the value of the company. The greatest sharehold-
er’s authority may exceed cash flow rights if voting
rights are not distributed equitably, which would
lower the firm’s value.

Dividend Policy

A dividend is typically the amount of money that
shareholders receive back for their investment in a
company’s stock. The compensation that sharehold-
ers receive for their risk-taking and investments in
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a company is known as a dividend (Hanady, 2021).
One of the most significant choices made by compa-
ny management is the dividend policy (Sinnarajah,
2020). The amount of dividends that should be paid
to shareholders is specified in the dividend policy.
In a corporate organisation, managers are the agents,
making decisions on behalf of shareholders (Jensen,
1986). For investors, receiving dividend payments
guarantees that their stocks will be held for a con-
siderable amount of time. This indicates that the
decision to pay a dividend on a regular basis is di-
rectly influenced by the dividend policy. Paying a
dividend to shareholders is essential to preserving a
company’s good name. Dividend payouts also help
to reduce agency disputes involving managers and
owners (Jensen, 1986). The dividend payout shows
the corporation’s capacity to cover its own and bor-
rowing costs. However, managers typically prefer
to keep profits for themselves rather than distribute
them to shareholders because doing so lowers their
available profits and creates agency issues (Sinna-
rajah, 2020). Dividend policy is therefore a sensi-
tive matter for shareholders and company managers.
Managers need to strike equilibrium between main-
taining the profits retained for potential corporate
growth and the ratio of profit to share as dividends
thus upholding the confidence of investors, (Hanady,
2021). Because the dividend allocation hypothesis
includes a range of control arrangements between
stakeholders and executives, cross-sectional varia-
tions in dividend policy are driven by an underpin-
ning reason.

Shareholders Wealth

The future value of the anticipated return that
investors can expect from the firms in which they
have invested represents the net worth of sharehold-
ers. When a stock price increases or the amount of
dividends rise, stockholders can profit from what
they’ve invested (Akit, Hamzah, & Ahmad, 2015).
The present value of the anticipated future returns to
the company’s owners, or shareholders, is the defi-
nition of shareholder wealth. These recurring ben-
efits may come in the shape of dividend payments
on regular basis or sales proceeds from stocks. The
market value of the company’s common stock is
used to calculate the wealth of shareholders. The
market price of the company’s common stock serves
as a proxy for the wealth of its shareholders and is
determined by the company’s financing, investment,
and dividend policies. (Priya & Azhagaiah, 2008)
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Theoretical Framework

Agency Theory:

This study’s theoretical foundation is agency the-
ory, which holds that disagreements between man-
agers and shareholders lead to agency costs, which
reduce shareholder value. According to agency the-
ory, serious agency conflicts can be lessened by hav-
ing a more robust corporate governance framework.
Different forms of corporate governance result from
the interconnected system that makes up corporate
governance, where particular activities are only
relevant and successful when combined in specific
ways. One of the most respected forms of corporate
governance is a company’s ownership structure.
From an agency standpoint, it is anticipated that,
for example, a rise in the holdings of institutional
investors will support efficient monitoring. Initial-
ly, institutional investors assist in reducing investor
knowledge asymmetry. This suggests that institu-
tional investors assist in reducing agency problems
like underinvestment. Second, when necessary,
shareholder activism can put managers of Nigerian
firms under effective pressure. Their proactive par-
ticipation in monitoring operations therefore has the
ability to increase company value and, consequent-
ly, shareholder wealth.

When objectives are not aligned, agency ex-
penses occur. It is possible to implement mecha-
nisms that reduce the agency costs associated with
conflict resolution. The hypothesis holds that div-
idend payments made on time can reduce agency
expenses. This is because it will limit the quantity
of cash flow that managers have access to. They
will be discouraged from taking part in any activity
that won’t help the organization as a result. When
it comes to investment selection and risk tolerance,
the timely payment of dividends helps resolve con-
flicts of interest between the manager and the princi-
pal (Jensen & Meckling 1976). Even while dividend
payments would reduce the amount of cash accessi-
ble to managers, this would nevertheless encourage
them to visit the stock market to seek further funds.
This will reduce the agency problem by enabling
possible investors to monitor the management and
operations of the company. The manager is not able
to use the discretionary monies available to him for
perquisite consumption, although he’s not in any
manner limited in his ability to oversee the growth
of the company. Established in 1982, the Rozeff
cost reduction strategy offers support to agency the-
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ory by reducing agency costs through an increase
in payout ratio and eliminating transaction costs re-
lated to securing outside funding. The performance
of the company can be improved and the interests
of shareholders can be protected by cutting agency
costs to the absolute minimum.

Empirical Review

Abe et al. (2022) investigated how the dividend
policy affected the volatility of shareholders’ wealth
in a portion of businesses that have profiles on the
Nigerian Exchange Group (NGX). In the study, a
research approach known as ex post facto was em-
ployed. As of December 31, 2020, 162 businesses
registered on the Nigerian Exchange comprise the
study’s population. 49 randomly chosen companies
made up the study sample. Data obtained from the
NGX and firms’ official websites for the years 2010
through 2020 was employed. Inferential as well as
descriptive statistical methods were used to exam-
ine the data. According to the study, the ownership
structure greatly regulated how the dividend policy
affected the volatility of shareholders’ wealth

Sakaki et al. (2021) studied the effect of insti-
tutional control on shareholders’ equity mispricing
of publicly traded US companies between 1981
and 2012 by panel regression. The analysis came
to the conclusion that the stock was less mispriced
the more institutional investors held in the stock the
steadier their shareholdings were (i.e., less volatile).

Falade et al. (2021) employed a sample of ten
manufacturing firms in Nigeria from 2010 to 2019,
in their study undertaken to assess the mediating
influence of dividend policy on the connection be-
tween management ownership and firm value. The
approach of pooled OLS regression was utilized for
evaluating the collected information. The findings
demonstrated that value of the selected Nigerian
manufacturing companies was significantly and in-
versely correlated with managerial ownership

Abbeassi et al. (2021) Using the fixed effect mod-
el and the generalized method of moments (GMM)),
investigate the effects of ownership structure and
board characteristics on stock market liquidity of
non-financial enterprises in South Asian nations.
According to a report, management ownership has
a big and negative impact on stock market liquidity,
but institutional ownership, board size, board inde-
pendence, and CEO duality have a significant and
favorable impact.

Ryu and Chae (2021) explored the effect of
managerial control level on stock price collapse in
distribution and service sectors between 2012 and
2017 using the Korea Composite Stock Price Index

(KOSPI). Both panel and logistic regression were
used to evaluate the data. It has been determined that
the likelihood of a stock price fall is significantly in-
versely correlated with managerial ownership level.

Sakawa and Watanabel (2020) conducted re-
search to determine how institutional investors af-
fected performance in a stakeholder-driven econ-
omy like Japan. The panel regression technique
was employed for assessing data produced for the
research. It came out that in a stakeholder-oriented
system, institutional shareholders help to improve
sustainable business performance and build sustain-
able corporate governance processes

Ogbeide and Evbayiro-Osagie (2019) studied
the relationship between share price volatility in
Nigeria and several corporate governance systems,
including audit committee size, ownership concen-
tration, management ownership, and board inde-
pendence. The study used annual data from 20 listed
corporations for the years 2010 to 2015. It was dis-
covered that managerial ownership had a detrimen-
tal effect on share price volatility.

Putranto (2018) conducted a study using data
from Indonesia’s food and beverage industry from
2012 to 2015 to gather empirical evidence about the
influence of managerial ownership and profitability
on firm value using Panel OLS Regression. Their
analysis’s outcome revealed that managerial own-
ership significantly and favorably affects the firm’s
worth.

Rahman (2018) examined dividend policy and
how it affects business performance using data
sourced from Pakistan Stock Exchange’s cement
sector, which was listed from 2012 to 2016. It was
verified by the OLS result that there was a direct and
non-significant relationship between dividend per
share and return on equity. Additionally, ROE was
directly and significantly impacted by firm value,
firm size, and earnings per share; financial leverage
had no bearing on this.

Chenchehene and Mensah (2015) analyzed the
result of dividend policy on stockholders’ holdings
in the UK retail sector between 2004 and 2008. This
led to the choice of 25 companies from the UK’s re-
tail market. Earnings, profitability, share price, busi-
ness size, leverage, and investment are the factors
used in the study. The findings show that the pros-
perity of shareholders is not much impacted by the
size of the company, the dividend payment that is
currently made, or current investments. On the other
hand, a one-year delay in dividend payments has an
immense effect on the wealth of investors. Overall,
the study’s findings show that dividend policies in-
crease stockholders’ wealth.
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Methodology

All the non-financial businesses quoted on the
Nigerian Exchange Group make up the overall pop-
ulation. The research design used in the study was
expo facto, 54 firms were selected as the sample us-
ing the purposive selection technique between 2012
and 2021. The audited annual reports of the chosen
firms provided the data that was used. A company

was considered if its shares were routinely traded
on the Stock Exchange Group trading floor and if
its financial information was complete. To fulfill
the purpose of the research, the Abe et al. (2022)
model was modified to show the joint impact of both
independent variables on the shareholders’ wealth.
There are two ways to specify the model: stochas-
tic and functional. It was done using regression with
fixed and descriptive features.

SHW = f (OWNS, DIVP) (1)

SPiy =By + p1DVPO; + B,DVY;+
+B,10N;, + B,MGOy, + BsDVPO * MGO,, + BDVY * ION;, + s @)

Where:

SP = Share Price

DVPO = Dividend payout

DVY = Dividend yield

ION = Institutional ownership

MGO = Managerial Ownership

DVPO*MGO = combined variable of dividend
payout and managerial ownership

Table 1 — Variables and their description

DVY*ION = combined variable of dividend
yield and institutional ownership

p = Error term

B,= Constant Term

B, — B, = Regression Coefficients

I =Firm

T = Time

Variable Measurement

Variables | Description | Sources
Dependent Variable
Shareholders Wealth | Share price | Farrukh et al, (2017)
Independent Variables

Managerial Ownership

The percentage of the company’s shares
owned by the directors or management

Ryu and Chae (2021), Putranto (2018)

Institutional Ownership

The proportion of the business share owned

Sakaki et al. (2021), Abbassi et al.

by the corporate body (2021)
Dividend Payout Dividend per share/Earnings per share Sourav et al. (2020)
Dividend Yield Market Price Per Share / Earnings Per Share Chenchehene & Mensah (2015)

Note- Authors’ Compilation, 2023

Results and Findings

Table 2 presents the descriptive Statistics

The statistics of the relevant variables were
shown by the results in table 2. The firm’s avera-
ge share price is N42.764, while the sampled firms’
share prices vary widely, as indicated by the stan-
dard deviation of N150.62. Similarly, the means of
dividend yield and payout are 0.0305 and 0.252,
respectively, with corresponding standard deviati-
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ons of 0.113 and 0.675. This suggests that while the
average dividend payout is 25%, the sampled non-fi-
nancial enterprises in Nigeria have a dividend yield
of only 3%. Furthermore, the findings indicate that
the sampled enterprises’ average management ow-
nership was 16%, however this figure exhibits sig-
nificant fluctuation due to its standard deviation of
0.223. This suggests that, generally speaking, direc-
tors in Nigeria own 16% of the shares of non-finan-
cial companies. In addition, institutional ownership
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registered the mean of 0.398, meaning that around
39.8% of the shares of Nigerian listed non-financial
enterprises are held by institutional investors.

Table 3 presents a summary of the correlation
results between the variables. It shows that the share
price and management ownership MGO had a neg-
ative correlation, with a correlation coefficient of
-0.1370. SP and institutional ownership (ION) were
strongly and favorably correlated. The combined

Table 2 — Descriptive Statistics

effect of dividend policy and ownership structure;
the share price showed a weak but substantial cor-
relation with MGO*DVPO 0.0041 and ION*DVY
0.0818. ION and MGO showed a weak and negligi-
ble correlation. While ION*DVY’’s interaction with
management ownership was inverse and negligible,
MGO*DVPO’s association with managerial owner-
ship is moderate and substantial. There are no prob-

lems with multicollinearity among the variables

SP MGO ION DVPO DVY MGO*DVPO | ION*DVY
Mean 42.763 0.1624 0.3975 0.2520 0.0305 0.0270 0.0121
Maximum 155.99 0.9435 0.8500 2.5000 2.5423 1.5580 0.5338
Minimum 0.2000 0.0000 0.0000 -12.500 0.0000 -4.5750 0.0000
Std. Dev. 150.62 0.2258 0.2227 0.6752 0.1137 0.2397 0.0284
Observations 540 540 540 540 540 540 540
INote- Author’s Computation, 2023
Table 3 — Correlation Matrix
Variables SP MGO ION MGO*DVPO ION*DVY
SP 1.0000
MGO -0.1370 1.0000
(0.0285) | -
ION 0.4039 -0.2935 1.0000
(0.0429) (7.1223) | -
MGO*DVPO 0.0041 0.1606 0.0117 1.0000
(0.0592) (0.0517) ©.2717y | -
ION*DVY 0.0818 -0.1498 0.2257 0.0588 1.0000
(0.0600) (1.1579) (5.3743) (1.3681) | -
Note- Author’s Computation, 2023
Table 4 — Variance Inflation Factors
VIF 1/VIF
ION 1.848 541
MGO 1.202 .832
DVPO 1.178 .849
DVY 1.087 92
MGO*DVPT 1.083 923
ION*DVY 1.032 .969
Note- Author’s Computation, 2023
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According to table 4 summary of the findings
of the multicollinearity test employing variance
inflation factors, institutional ownership holds the
greatest VIF of 1.848, followed by managerial
ownership at 1.202 and dividend payout at 1.178.
These are dividend yield (VIF = 1.087), combined
dividend payout and management ownership (VIF
= 1.083), and institutional ownership and dividend
yield (VIF = 1.032). The model has no multicollin-

Table 5- Unit Root Test

earity issues because each calculated VIF is small-
er than the 10 threshold that is required to indicate
multicollinearity.

To verify that the study’s parameters were sta-
tionary, unit root tests were performed on the vari-
ables. The outcome as displayed in table 5 demon-
strates the stationarity of every variable. While some
variables are stationary at first difference, others are
stationary at level.

Test Augumented Dickey Fuller (ADF) Phillip-Perron (PP)
Variables Level 1 Diff Status Level 1 Diff Status
SP -1.9806 -12.690%** I(D) -1.9991 -4.4044%%* I(T)
DVPO -5.0841 ** - 1(0) -4.7950%** - 1(0)
DVY -2.9167 -3.4801%* I(T) -1.7823 -4.1680** I(D)
MGO -0.5239 -2.8426 I(D) -0.5018 -2.9081%** I(D)
ION -3.4604** - 1(0) -4.2696%** - 1(0)
*** p<0.01, ** p<0.05
Note- Author’s Computation, 2023
Table 6 — Relevant Diagnostic Tests
Diagnostic Test Type of Test F-Val P-Val Remarks
Heteroskedasticity Breusch Pagan 3.9527 0.5634 Absence of Heteroskedasticity
Serial Correlation Wooldridge 2.1816 0.3143 No Serial correlation
Systematic coefficient Redundant fixed 43.362 0.0000 Fixed effect is appropriate
Systematic coefficient Hausman 12.279 0.0196 Fixed effect is appropriate
Note- Author’s Computation, 2023
Specified model is not affected by Regression Analysis

heteroskedasticity, as  indicated by the
heteroskedasticity test result for robustness of the
model, which has a p-value of 0.5634. The model
appears to be free of correlation problems, according
to the Wooldridge test for serial correlation, which
yielded a p-value of 0.3143.

Redundant fixed and Hausman tests were
performed for the purpose of determining which
of the pooled, fixed, and random effect statistical
panel was most appropriate. The results of the tests
favored fixed effect, as table 6 illustrates. A fixed
effect was utilized to interpret the relationship
between ownership structure, dividend policy, and
shareholders’ wealth of non-financial Nigerian
companies.
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The fixed effect estimation panel was the most
appropriate in line with the outcome of Redundant
Fixed and Hausman tests, as shown in table 7. The
result shows that the ownership structure and dividend
policy of the tested enterprises had significant influence
on wealth of their shareholders. R? indicated that 86%
of'the variations in the SHW’s value could be explained
by the explanatory variable. F-Statistics shows a strong
fit with a p-value of 0.5, and Durbin Watson’s value of
1.8210 suggests that the model is autocorrelation-free.
MGO and ION had positive impact on SHW (t=2.2535,
p<0.05), (t=3.8457, p<0.01) respectively inferring that
SHW increases with increase in both managerial and
institutional ownership. The value of SHW will rise by
3.6392 for every extra unit of MGO.
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Table 7- Regression Analysis

Variable Pooled Effect Fixed Effect Random Effect
Coeff T-Stat Coeff T-Stat Coeff T-Stat
C 6.4631 -5.8915 -2.5473 -1.5620 -8.9325 -4.6475
MGO 2.6241 2.4114%* 3.6392 2.2535%* 7.2477 2.9731%**
ION 1.3311 8.1434%** 2.4162 3.8457*** 2.6112 5.7388***
DVPO 11.237 6.4896%** 5.8270 1.8438** 1.3467 3.1401***
DVY 10.044 1.3759 3.6301 0.5966 2.0044 1.6539*
MGO*DVPO 6.2104 5.9324 %% 8.6264 1.7821%** 3.4067 3.0093***
ION*DVY 10.735 1.9267** 2.6178 0.7701%** 11.758 2.1471%*
R? 0.32 0.42
Adjusted R? 0.30 0.41
F-Statistic 23.750 52.618 25.780
F P-value 0.0000 0.0000 0.0000
DW 1.3055 1.8210 1.3156
R p<0.01, ** p<0.05
Note- Author’s Computation, 2023

Additionally, findings indicated that dividend
payout (DVPO; t=1.8438, p<0.05) significantly and
favorably influenced SHW. This implies that raising
dividend paid will raise the SHW. When taking
into account the probability of 0.05, the combined
impact of ownership structure and dividend policy
on shareholders’ wealth is large and favorable.
ION*DVY (t=-0.7701, p<0.05) and MGO*DVPO
and SHW (t=-1.7821, p<0.05).

Discussion of Findings

This result implies that dividend policy and
ownership structure are useful tools for boosting
shareholders’ wealth. The results are consistent with
agency theory, which holds that companies with a
higher concentration of institutional investors and
a higher percentage of managerial shareholding
have better monitoring capabilities. This, in turn,
motivates managers to concentrate on maximizing
shareholder wealth, as failure to do so may result
in termination when shareholders discover them
engaging in opportunistic behavior. The result
corroborates the submission of previously published
literature, such as (Sakawa & Watanabel, 2020;
Sakaki et al., 2021 and Abbassi, et al. 2021) who
discovered that ownership structure is linked
to higher shareholder wealth but contradict the
findings of Ogbeide and Evbayiro-Osagie’s (2019).
Furthermore, the positive correlation between

dividend payout and shareholder wealth suggests that
paying dividends enhances a company’s reputation
and allows it to raise capital through the issuance of
new shares, which raises the price of the stock. This
aligns with the studies of (Ullah et al. 2021; Ebire et
al. 2018; Farrukh et al., 2017 and Kumaresan, 2014)
who claimed that the net worth of shareholders is
positively and significantly impacted by dividend
policy. The results, however, conflict with research
by (Hassan et al., 2015 and Falade et al., 2021) that
found that dividend policy had a detrimental effect
on shareholders’ wealth.

Conclusion and Recommendations

The study looked at the combined effects
of ownership structure and dividend policy on
shareholder wealth of 54 non-financial companies
that were examined and whose shares were actively
traded on the Nigerian Exchange Group during the
time for studies. The findings demonstrated that
the independent factors’ interaction significantly
and favorably affected shareholders’ wealth. Both
ownership structure and the dividend strategy are
great instruments for minimizing agency conflicts
between management and shareholders since they
increase a company’s monitoring capacity, which
in turn decides how much the business maximizes
shareholder wealth.

165



Ownership structure, dividend policy and shareholders wealth among listed non-financial firms in Nigeria

Recommendations stringent operational oversight and efficient resource

management should reorganize their ownership

Based on the study’s findings, Nigeria non-  structure and dividend policy. This will ultimately
financial enterprise policy makers in order to encourage  increase the company’s value for its shareholders.
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