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The Impact of the Dividend Policy on
Agency Costs - An Applied Study iIn
Syrian Companies

Majd Khadour*

ABSTRACT

This research aimed to test the impact of the dividend policy as
one of the internal mechanisms of corporate governance on the
level of agency costs for Syrian companies. To achieve the goal of
the research and test its hypothesis, a survey was conducted on
companies registered with the Securities and Financial Markets
Commission in Syria (after excluding banking, insurance,
brokerage, and exchange companies) whose financial reports were
available from 2013 to 2022, where the research population
represented by the total registered companies in the Syrian
Securities and Financial Markets Authority, but for the research
sample, it is companies that had study data available, which number
IS seven companies of twenty-four companies, i.e. about 30% of the
total non-financial companies registered in the Syrian Securities
and Financial Markets Authority, so the total number of
observations is 70.

* He holds a Master's Degree from Accounting Department at the Faculty of Economics
- Tartous University.
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The dividend policy was measured using the dividend ratio scale,
and agency costs were measured using the operating expense ratio
scale. The research relied on the descriptive analysis approach to
describe and analyze the data. For the purposes of statistical
analysis and testing the research hypothesis, panel data regression
models were applied and comparisons between them using the
Eviews statistical program, dependence on secondary data collected
from published financial reports of studied companies.

The research reached the conclusion that the Syrian companies
suffer from a rise in agency costs and follow the residual policy as a
policy for distributing profits, in addition to that the agency costs
are affected by dividend policy. Where the level of agency costs
increases with the increase in dividend payout ratio, with presence
of effects of control variables.

Keywords: Dividend Policy - Agency Costs - Operating

Expenses Ratio - Dividend Payout Ratio.
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ean haugie of G Ay Augyaadl Aiall Gl A CallSs Ly
s all hugiall e 3 (gl Cibailys 22.48 &y Sy

daad) cydial dudagl) Sl laay) :3 Jgand)
AC DPR LEV SIZE
Mean 0.639670 | 0.805257 | 0.409739 22.48016
Median 0.699288 | 0.317684 | 0.318723 22.39000
Maximum 1.122828 | 20.83333 | 0.983374 27.50000
Minimum 0.060894 | 0.000000 | 0.033049 15.35000
Std. Dev. 0.279143 | 2.609841 | 0.311464 | 3.009848-0.5
Skewness -0.528364 | 7.344672 | 0.574639 -0.517071
Kurtosis 2.351525 | 56.84966 | 1.979684 2.358522
Jarque-Bera | 4.035130 | 8178.352 | 6.199954 3.887475
Probability | 0.132979 | 0.000000 | 0.045050 0.143168
Observations 70 70 70 70
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MTN SYR SHR. ATN TIP AST AHL FERRAL
DPR alad)

1 0.31 0.56 0 0 0.01 0 2013
1 0.32 0.78 0 1 0.01 0.63 2014
0.59 0.30 1 0 0 0.01 0.69 2015
1 0.24 0.58 0 1 0.58 254 2016
1 028 033 0 1 037 20.53 2017
1 022 0 0.50 1 0.18 0.58 2018
0.75 0.16 0.70 0.72 0 0.29 0.54 2019
0 0.09 0.60 0.57 0.10 021 0.24 2020
0 0.15 0 1.0l 0.07 021 0.66 2021
0 0.06 0 0.18 0 0.12 0.66 2022
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Jib @liby jlasd) zdlad (gulai dag
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Pesaran LVl dglasy dliaV) dedl) of (6) Jsaall il e oy -1
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Aal aan jarie e Uil ol Clyaial (odalial (1) 5258
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Variable Test Statistic Prob.
AC Pesaran CD -1.877917 0.0604
DPR Pesaran CD 0.243227 0.8078
SIZE Pesaran CD 12.42402 0.0000
LEV Pesaran CD -0.967251 0.3334
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Variable Test Statistic Prob.
AC Dickey-Fuller (ADF) | 2.91965 0.0057
DFR Dickey-Fuller (ADF) 24.8537 0.0360
SIZE Bai and Ng — PANIC -257130 0.00880
LEV Dickey-Fuller (ADF) 27.6651 0.0158

Eviews galin cla a1 juaal)

ey sl e ol 8 il gaea (Y Dl cAgdadl) Byl dally -3
Giad e Jdy 13gh ol lasiV) zhgadl Gy lgin Lad gsine Ll aa g sl
ghal) by

Ol 8yudall il pend Al VIF Jalas 2 of (8) Jsaall (pe iy -4
AGe ) Adadl) ClDlal) saed Al o Al Y zdsall G e Ja b 5
syl (Adaslically Aliiasall) 5 puiall Clyiall G add) JalsY)

Ol adudal Jalaa Ldd) il :8 J g

Variance Inflation Factors
Sample: 2013 2022
Included observations: 70

. Coefficient Uncentered Centered
Variable
Variance VIF VIF
DPR 1.73E-06 2.683288 1.046266
SIZE 9.82E-06 1.726654 2.355849
LEV 0.000600 1.137065 1.717243
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Lagrange Multiplier Tests for Random Effects

Null hypotheses: No effects

Alternative hypotheses: Two-sided (Breusch-Pagan) and
(all others) alternatives

Test Hypothesis

Cross-section Time
Breusch-Pagan 12.36981 1.113244
(0.0004) (0.2914)
Honda 3.517074 -1.055104
(0.0002) (0.8543)
King-Wu 3.517074 -1.055104
(0.0002) (0.8543)
Standardized Honda 6.964507 -0.935889
(0.0000) (0.8253)
Standardized King-Wu 6.964507 -0.935889
(0.0000) (0.8253)
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140y
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Redundant Fixed Effects Tests
Equation: Model2
Test cross-section fixed effects
Effects Test Statistic d.f. Prob.

193.292303 (6,51) 0.0000

Cross-section F

Eviews gualin clajia 1 juaall
Llany Lllasy) dedll Cialy Cus b LA dyga (10) Jsanll ek
A gy ) el Lee (%5 Aysies gsie (e J8 Aad 25 0.000 L)
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DependentWariable: AC

MMethod: Panel EGLS (Cross- section SUR)
Sample: 2013 2022

Periodsincluded: 10

Cross- section included: 7

Total panel({balanced) observations: 70

Linear estimation after one-step weighting matrix
Variable Coefficient 5td. Error t-Statistic Prob.
DPR 0.003619 0.001314 2.754337 0.0081
SIZE -0.020075 0.0031323 -6.407747 0.0000
LEW -0.108647 0.024503 -4.434053 0.0000
C 1.235510 0.095601 12.92359 0.0000
Effects Specification
Cross-section fixed (dummy variables)
Weighted Statistics
Root MSE 0.965360 R-squared 0.725367
) Adjusted R-squared 0.716362
Durbin-Watson 2.0339943 Prob(F_statistic) 0.0000
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[ Series:Standardized Residuals |

Sample 2013 2022
Observations 70
Mean 137e-16
Median 0.13592
Maximum 231831
Minimum -1.768208
5td. Dev. 097319
| Skewness 051573
- Kurtosis 2619082
0 -1.5 -1.0 0.5 0.0 0.5 1.0 1.5 2.0 2.5 | Jargque-Benn 3171019

’! Probability 0204639
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Cross-Section Dependence Test

Series: RESIDMODEL1

Mull Hypothesis: No cross-section dependence (correlation)

Sample: 2013 2022

Periods included: 10

Cross-sections included: 7

Total Panel observations: 70

Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 30.04013 21 0.0912
Pesaran scaled LM 1.394923 0.1630
Bias-corrected scaled LM 0.957423 0.3384
Pesaran CD -2.037300 0.0815
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Mull Hypothesis: Unit root (individual unit root process)
Series: RESIDMODEL 1

Sample: 2013 2022

Exogenous variables: None

User-specified lags: 1

Total (balanced) observations: 70

Cross-sections included: 7

Method Statistic Prob.**
ADF-Fisher Chi- square 33.1170 0.0028
ADF — Choi Z-stat -3.15610 0.0008
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