
IMPACT OF CAPITAL STRUCTURE AND DIVIDEND

Abstract. The study aimed to investigate the impact of capital structure and dividend policy on firm value of KSE non
financial listed firms using cross sectional.

In imperfect market investors prefer companies with a dividend pattern similar to their consumption pattern.
No attempt is made to arrive at the magnitude of the effect on common stock price. Rose argued that retained
earnings influence stock price principally through their effect upon future dividends. International Journal of
Scientific and Research Publications,3 6 , It is an observable fact that the proportion of earning paid out as
dividend to ordinary shareholders can vary quite considerably from company to company. From the summary
of statistics it was observed that  Luper and Isaac Luper, I. Finance, 3 1 , It is therefore, considered most
appropriate for this study because it allows for testing of expected relationships between and among the
variables and the making of predictions regarding these relationships. OLS estimators of the regression
coefficients are best linear unbiased estimators if the residuals follow the normal distribution with zero mean
and constant variance. It reveals that total retained earnings of the capital structure were  The study of these
findings, indicate consistency with prior empirical studies and provide evidence in support of Agency cost
theory. It recommended that firms should rely less on the use leverage and focus more on developing internal
strategies to improve on the internal source of finance without affecting the dividend paid out status.
Researcher examines the impact of the financial leverage, combined leverage and the operating leverage on
the earning per share of the firms. Thaler and K. This means Unilever Plc. Introduction The traditional view of
the dividend decision states that at a particular time the amount of cash paid today as dividend is more
valuable than the retained cash. What they decide depends on the situation of the company now and in the
future. Modigliani, F. Dividend Policy and Stock Value: Dividend Irrelevance Theory: This theory purports
that a firm's dividend policy has no effect on either its value or its cost of capital. Growth variable was found
to be statistically insignificant in affecting leverage of large taxpayer share companies in Ethiopia. Relevance
of Dividend Pay-out to the Value of the Firm The theoretical documentation on the relevance of dividend
policy to the values of the firms started about seven decades ago. International Journal of Business and
Management , 2 5 ,. He then attempts to fashion out a theoretical model, which depicts the relationships
between dividend policies and common stock prices.


