
Chapter 3
Ownership Structure, Tax Regime, and Dividend
Smoothing

Shinya Shinozaki and Konari Uchida

3.1 Introduction

Since the novel study of Lintner (1956), it has become a widespread idea that
US firms only gradually adjust dividend levels toward long-term targets (Fama
and Babiak 1968; Mueller 1967; Brav et al. 2005; Leary and Michaely 2011).
Dividend smoothing helps firms mitigate problems that arise from information
asymmetry (e.g., signaling and reduction of agency costs). Gugler (2003) and
Michaely and Roberts (2012) show evidence supporting this idea by using data
from the UK and Austria, respectively. However, single country analyses do not
provide conclusive answers to the question of why firms smooth dividends. There
are significant variations in agency relationships across countries which generate
substantial differences in dividend smoothing behaviors. Shleifer and Vishny (1997)
point out that in continental Europe and East Asian countries, corporate ownership
structures are highly concentrated and there are less severe conflicts between
controlling shareholders and management. This fact naturally leads to the idea
that international data provides us with an appropriate research setting in which
to address the question.

This chapter investigates dividend smoothing behaviors for approximately 6,000
companies from 28 countries. We predict that dividend smoothing is evident in
firms with dispersed ownership structures, while dividend smoothing is less evident
in firms with concentrated ownership structures. Since controlling shareholders
have access to various informal channels to intervene in management, managers
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with strong controlling shareholders have less need to adopt dividend smoothing to
mitigate problems attributable to information asymmetry. Using a rich dataset, we
compute speed of adjustment (SOA) at the firm level and relate them to corporate
ownership structure.

We present robust evidence that the percentage ownership held by the largest
shareholder is positively (negatively) associated with SOA (dividend smoothing).
This tendency is evident when the target dividend level is lower than dividends of
previous years. Managers of companies with concentrated ownership structures can
quickly decrease dividends because severe agency conflicts do not exist. This result
also suggests that controlling shareholders care about their firms’ survival and will
allow managers to cut dividends during years in which the firms perform poorly.

Previous studies suggest that tax treatments on dividends significantly affect
corporate payout policy (Lasfer 1996; Lee et al. 2006; Brown et al. 2007; Chetty
and Saez 2005; Pattenden and Twite 2008; Henry 2011; Alzahrani and Lasfer 2012).
Pattenden and Twite (2008) show evidence that the volatility of gross dividend
payments in Australian firms became more volatile after the introduction of the
imputation system in 1987. In our research, firms located in countries with classical
tax regimes smooth dividends the most, followed by those under a partial imputation
tax system, and then by those under a full imputation regime. Overall, we argue that
corporate ownership structure and tax regime have a significant impact on dividend
smoothing behaviors.

The research presented contributes significantly to the literature. Our results
support the notion that dividend smoothing is associated with corporate ownership
structures. Recent studies have suggested that non-US companies smooth dividends
less than US ones do by comparisons between a few countries (e.g., Khan 2006;
Andres et al. 2009; Chemmanur et al. 2010). We confirm this result by using a larger
set of international data and providing a convincing explanation of why US firms
smooth dividends; it is attributable to the ownership structure (less concentrated and
high institutional ownership) and the classical tax system. Recent papers intensively
use international data to examine corporate dividend policy (La Porta et al. 2000;
Denis and Osobov 2008; Brockman and Unlu 2009; Ferris et al. 2009; Alzahrani
and Lasfer 2012; Fatemi and Bildik 2012; Kuo et al. 2013; Breuer et al. 2014). We
extend this research trend to dividend smoothing as proposed by Lintner (1956).

The rest of the chapter is organized as follows. Section 3.2 presents a literature
review and then describes our hypotheses and dividend smoothing measures.
Section 3.3 presents the sample selection procedure and data. Section 3.4 shows
the empirical results. Finally, Sect. 3.5 presents a brief summary of this research.
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3.2 Literature Review, Hypothesis, and Dividend Smoothing
Measures

3.2.1 Previous Studies and Hypothesis

Many US corporations pay dividends that are relatively stable over time. Accord-
ingly, Lintner (1956) finds that SOA of dividend payments in US firms is only 30
percent. Early US studies (e.g., Mueller 1967; Fama and Babiak 1968) confirm the
dividend smoothing policy, and a recent survey by Brav et al. (2005) suggests that
US managers view stable dividend payments as an important financial policy. Leary
and Michaely (2011) show evidence that US firm SOA declines over time and that
the median SOA reached 0.09 during the period 1998–2007.

Previous studies focus on information asymmetry between shareholders and
managers as the main explanation for dividend smoothing. Easterbrook (1984) and
Jensen (1986) suggest that high and stable dividend payments demonstrate a firm’s
commitment to not undertake value-destroying projects, and to mitigate agency
conflicts between shareholders and managers.1 Bhattacharya (1979), John and
Williams (1985), and Miller and Rock (1985) formally demonstrated that dividends
serve as a signal of a firm’s future cash flow. For instance, firms whose stocks are
undervalued have an incentive to send a signal of their profitability through dividend
increases. Some previous studies suggest that firms whose future cash flow become
volatile are more likely to smooth a dividend under information asymmetry (Kumar
1988; Kumar and Lee 2001; Guttman et al. 2010). Information asymmetry in the
capital markets increases the cost of external capital and thereby provides firms with
incentives for accumulating large cash holdings. Cash requirements cause firms to
hesitate about increasing dividends for years in which the firms perform well.

Agency conflicts and signaling needs are likely to differ considerably depending
on the firm’s ownership structure. Controlling shareholders who have substantial
equity stakes can closely monitor management in various ways, including informal
channels, and managers of those firms are less likely to rely on dividend payments
to mitigate agency problems (Dewenter and Warther 1998; Chemmanur et al.
2010). Put differently, dividend smoothing behaviors for signaling or agency cost
prevention should be pronounced for firms that are owned mainly by arms-length
shareholders.2 Controlling shareholders also care less about short-term underval-
uation of their stocks due to long-term equity holdings and therefore reduce the
importance of dividend signaling. Controlling shareholders are also likely to care
about their firms’ survival and allow managers to cut dividends for years in which
the firms perform poorly. Gugler (2003) provides evidence that in Austria, family-

1Using data from Norwegian savings banks and commercial banks, Bohren et al. (2012) document
evidence that dividend payments mitigate conflicts between owners and non-owner stakeholders.
2Low et al. (2001) document evidence that the negative stock price reaction to dividend omissions
weakens when the firm has bank debt. This result suggests that the effect of dividend signaling
declines when the firm has alternative monitoring device.
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controlled firms which are not subject to information asymmetry and conflicts of
interest engage less in dividend smoothing than state-controlled firms which are
viewed as manager-controlled firms. Michaely and Roberts (2012) find that in the
UK, public firms smooth dividends more than private companies, suggesting that
diffused ownership structures are an important cause of dividend smoothing. These
discussions lead to the following hypothesis.

Hypothesis 1 Ownership concentration is negatively related to dividend smooth-
ing.

Previous studies have suggested that tax treatments on dividend income affect
corporate dividend policy (Lasfer 1996; Chetty and Saez 2005; Lee et al. 2006;
Brown et al. 2007; Pattenden and Twite 2008; Henry 2011; Alzahrani and Lasfer
2012). These findings naturally raise the question of whether or not tax treatments
affect dividend smoothing (Chemmanur et al. 2010). Among the issues surrounding
tax treatments (e.g., tax clientele effects and impacts of tax rate change), we place
emphasis on the degree of double taxation on dividend income. Pattenden and Twite
(2008) show evidence that gross dividend payments in Australian firms became
more volatile after the introduction of the imputation system, in which shareholders
could receive tax credits for taxes the corporation paid on distributed income. US
firm dividend smoothing behaviors are potentially attributable to the fact that the US
adopts a classical tax system, in which shareholders are subject to double taxation.
We raise the following hypothesis to examine these ideas.

Hypothesis 2 Firms located in countries with a classical tax system smooth
dividends more than firms in countries that provide tax benefits on dividend income.

International data show wide variations in ownership structures and tax regimes
and therefore serve as good research material to examine our hypotheses. La Porta
et al. (1999) suggest that the degree of ownership concentration differs considerably
across countries. We adopt percentage ownership by the largest shareholder as a
measure of ownership concentration. As mentioned, the classical tax system is
adopted in the USA, while several countries (e.g., France and Spain) adopt a partial
imputation system in which shareholders receive tax credits for part of the taxes the
company pays, and other countries (e.g., Australia) provide tax credits for all the tax
the company pays (full imputation system). Following previous studies, we adopt
two dummy variables indicating the country tax regime: D_PI (one for countries
with partial imputation systems and zero for others) and D_FI (one for countries
with full imputation systems and zero for others) (La Porta et al. 2000; von Eije
and Megginson 2008; Alzahrani and Lasfer 2012). See Table 3.1 for the definition
of variables. Countries’ tax regime information is available from the OECD tax
database (www.oecd.org/ctp/taxdatabase) as well as from Endres et al. (2010).

There are several non-US studies on dividend smoothing behaviors. Andres et al.
(2009) find German firms have a SOA for target dividends ranging from 0.21 to
0.49. Chemmanur et al. (2010) investigate Hong Kong companies that operate under
no tax disadvantage and have more concentrated ownership structures. They show

www.oecd.org/ctp/taxdatabase
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Table 3.1 Definition of variables

Variable Definition

SOALintner The firm’s speed of adjustment for the target dividend level, which is obtained
by OLS estimation of Eq. (3.2). At maximum, 11-year data during the period
2001–2011 are used for the estimation

SOALM The firm’s speed of adjustment for the target dividend level, which is obtained
by OLS estimation of Eq. (3.3). At maximum, 11-year data during the period
2001–2011 are used for the estimation

LOWN Percentage ownership by the largest shareholder. We use the total percentage
ownership when it is available, which includes indirect ownership as well as
direct ownership. When the total percentage ownership is unavailable, direct
ownership is used

D_PI Dummy variable that takes a value of one for companies located in a country
with the partial imputation system. We treat the partial inclusion system as a
partial imputation system. We classified Italy that adopts both classical and
partial imputation systems as a classical system country

D_FI Dummy variable that takes a value of one for companies located in a country
with the full imputation system. We classify Greece (no shareholder taxation)
as a full imputation country

Revised-ADRI Revised anti-director right index proposed by Djankov et al. (2008)

LnAsset Natural logarithm of the firm’s average total assets during 2001–2011

LEVER The firm’s average leverage during the period 2001–2011. Leverage is com-
puted by total liabilities over total assets

CASH The firm’s average cash holdings during the period 2001–2011. Cash holdings
are computed as cash and marketable securities divided by total assets

AvROA The firm’s average ROA during the period 2001–2011. We compute ROA as
EBIT divided by total assets

SALESGROW The firm’s average annual sales growth rate during the period 2001–2011

ROARISK The firm’s standard deviation of ROA during the period 2001–2011

TANGIBLE The firm’s average of net PPE (plants, property, and equipment) divided by
total assets during the period 2001–2011

evidence that Hong Kong companies have a higher SOA than US firms. However,
applying statistical analyses to investigate the relation between agency conflicts, tax
treatments, and dividend smoothing in a single country or across a few countries is
difficult as the variations in ownership structure and tax system are limited.

3.2.2 Dividend Smoothing Measures

Lintner (1956) originally presented the following partial adjustment model of
dividend payments:

Dit � Dit�1 D ˛ C ˇ.D�
it � Dit�1/ C uit;
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where D is the actual dividend payment and D� is the target dividend level computed
by the net income times the target payout ratio. ˇ represents the SOA. Since the
target payout ratio is unknown to researchers, many previous studies including
Lintner (1956) estimate ˇ by using the following equations:

�Dit D a C bEit C cDit�1 C vit (3.1)

Dit D d C eEit C fDit�1 C wit (3.2)

where E is net income. Under the Eq. (3.1), the SOA is estimated as �Oc, while it
is 1 � Of under Eq. (3.2). Under the Eq. (3.1), the target payout ratio is calculated
as �b=Oc, while it is �b=.1�Of / under Eq. (3.2). Although models (1) and (2) have
been commonly used in previous studies, Leary and Michaely (2011) point out that
these models suffer from the small sample bias in AR(1) models. Alternatively, they
propose the following model to estimate the SOA:

�Dit D g C h. OD�
it � Dit�1/ C xit; (3.3)

where OD�
it is computed as the median payout ratio of the during the period

multiplied by net income. Although estimations of Eq. (3.3) successfully avoid the
bias associated with AR(1) models, it depends highly on the assumption that the
median payout ratio represents the firm’s target payout ratio. However, Lintner
(1956) suggests that firms only gradually adjust dividend payments toward the target
ratio. This means that the median payout ratio can be far from the true target payout
ratio. This fact suggests that Eq. (3.3) is also subject to estimation biases. To present
robust evidence, we estimate SOA by using model (2) as well as model (3). The
estimated SOAs are denoted by SOALintner and SOALM, respectively.

3.3 Sample Selection and Data

We construct our initial sample from the Osiris database provided by Bureau van
Dijk Electronic Publishing. This database includes financial data of listed companies
around the world as well as ownership structure data. We limit our attention to
nonfinancial companies in countries for which the dividend tax regime is available
from the OECD database and Endres et al. (2010). We also delete countries from
our analyses for which a revised anti-director right index (ADRI) is unavailable
from Djankov et al. (2008). Financial data for those companies during the period
2000–2011 are obtained from the Osiris database. Our initial sample companies are
also required to satisfy the following conditions: (a) data on dividends (both during
current and previous years) and net income are available for at least 5 years during
the period 2001–2011; (b) pay dividends for at least 3 years during the sample
period; and (c) report positive net income for at least 3 years during the period.
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Besides, we delete companies located in countries in which less than ten companies
meet the aforementioned criteria. We estimate SOALintner and SOALM for each of the
initial sample companies by OLS estimations of models (2) and (3) (a maximum 11-
year data for the period 2001–2011 are used for the estimation). These procedures
leave 8,062 companies from 28 countries as our initial sample.

The Osiris database provides us with shareholder information for individual
companies including direct and total ownership levels. Direct ownership simply
indicates the level of direct shareholdings of each shareholder, whereas total
ownership is the sum of the direct and indirect shareholdings. It is well known that
controlling shareholders can keep substantial control rights of a firm (e.g., firm X)
through indirect shareholdings in which the shareholder holds substantial shares of
another company that directly holds shares of firm X. In this research, we identify
each shareholder’s percentage ownership by the total ownership, while we use the
direct ownership when the total ownership is unavailable. Our access was limited to
shareholder information for 2009 and subsequent years. The following analyses use
year 2009 data for the firm’s ownership structure. We delete 883 companies due to
lack of ownership variables; 7,179 firms from 28 countries are left in our sample.

We estimate SOA for each of those companies and construct a SOA database
that includes one figure per company. Since the distribution of estimated SOA
is highly skewed, we treat SOA variables higher (lower) than the 99th percentile
(1st percentile) as missing values. This procedure eliminates 231 companies (6,948
firms remain in the sample). To test Hypothesis 1, we define the maximum value
of the firm’s shareholders’ percentage ownership as largest shareholder ownership
(LOWN). We predict LOWN to be positively associated with SOA.

We also include several control variables that potentially affect corporate divi-
dend policy. Firm size is represented by the natural logarithm of the firm’s average
assets during the period 2001–2011 (LnASSET) (Grullon and Michaely 2002; Fenn
and Liang 2001; Cuny et al. 2009; Leary and Michaely 2011). Several previous
studies suggest that leverage influences corporate dividend policy and we compute
it as the firm’s average of total liabilities over assets (LEVER) (Fenn and Liang
2001; Cuny et al. 2009). Cash-rich firms are subject to free cash flow problems
and therefore need to pay high, stable dividends. Alternatively, cash-rich firms
will be able to increase dividends more frequently than cash-poor companies. To
test these ideas, we use cash and marketable securities divided by assets (CASH)
(DeAngelo et al. 2006; Brockman and Unlu 2009). Firms’ profitability and risk,
which are measured by the average ROA (AvROA) and the standard deviation
of ROA (ROARISK) during the period (we compute ROA as EBIT divided by
assets), also affect dividend policy (Jagannathan et al. 2000; Fenn and Liang 2001;
Grullon and Michaely 2002; DeAngelo et al. 2006; Denis and Osobov 2008; Chay
and Suh 2009). We also adopt beta as a risk measure instead of ROARISK and
obtain qualitatively the same results. To control for firms’ growth opportunities,
we adopt the firm’s mean of annual percentage sales growth during the period
(SALESGROW) (La Porta et al. 2000; DeAngelo et al. 2006; Cuny et al. 2009).
Our main results are materially unchanged when we replace SALESGROW by the
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market-to-book ratio. Finally, asset tangibility (net PPE divided by assets; denoted
by TANGIBLE) is included to represent the degree of information asymmetry
(Leary and Michaely 2011).

We find that some control variables have highly skewed distributions (LEVER;
Av_ROA; ROARISK; SALESGROW). We treat the top and bottom one percent
values of these variables as missing values. We also delete companies for which
those control variables are not obtained. As a result of these procedures, 6,311
companies from 28 countries are selected as our entire sample.

3.4 Empirical Results

3.4.1 Firm-Level Analyses

To test our hypotheses, we implement firm-level regression analyses of SOA. The
key independent variables are LOWN, D_PI, and D_FI. Given that La Porta et al.
(1998) suggest ownership concentration is associated with legal investor protection,
we include the revised anti-director right index (ADRI) proposed by Djankov et al.
(2008). This variable is important because La Porta et al. (2000) and others show
evidence that legal investor protection affects payout levels (Brockman and Unlu
2009; Alzahrani and Lasfer 2012; Ferris et al. 2009). We also include variables
presented in Sect. 3.3 to control for various firm characteristics.

Table 3.2 presents firm-level descriptive statistics. The mean SOA ranges from
0.39 to 0.53, suggesting that the worldwide average firm engages in dividend
smoothing, but the adjustment speed is higher than that of US companies reported
in previous studies. Untablulated results show that US companies are the slowest
to adjust dividends in the world regardless of the SOA measure. Twenty or more
countries have SOA that is double or more of SOA in the US. Those figures suggest
that the well-documented dividend smoothing is not a universal phenomenon.

Our regression results are presented in Table 3.3. Since SOA is likely correlated
among firms within a single country, we compute standard errors by using country-
clustering robust standard errors in OLS estimations. To address potential biases
from the correlations within a country, we also employ country-fixed effects model
estimations (although the model does not generate coefficients on country-level
variables like the tax regime dummies). Regardless of the choice of dependent vari-
able and estimation method, Table 3.3 carries a positive and significant coefficient
on LOWN, which supports Hypothesis 1. Controlling shareholders require less to
smooth dividends for the purpose of mitigating agency costs and sending signals
because they are well informed and have various ways to monitor management. The
result is consistent with the information asymmetry-based explanation of dividend
smoothing.

This table presents descriptive statistics of the variables. See Table 3.1 for
definition of the variables.
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Table 3.2 Descriptive statistics

Variable Mean Standard deviation Minimum Median Maximum N

SOALintner 0.536 0.422 �0:549 0.490 1.870 6,311

SOALM 0.393 0.350 �0:270 0.306 1.492 6,311

Target payout ratio
(Eq. 3.2)

0.245 0.520 �3:104 0.172 3.524 6,311

Median payout ratio 0.328 0.230 0.291 1.274 6,311

LOWN 0.207 0.223 0.097 1.000 6,311

Total assets (million US
dollars)

3,800 16,600 2.614 439.916 676,000 6,311

LEVER 0.142 0.121 0.116 0.569 6,311

CASH 0.136 0.116 0.000 0.105 0.829 6,311

AvROA 0.073 0.058 �0:079 0.063 0.352 6,311

SALESGROW 0.131 0.150 �0:080 0.093 1.346 6,311

ROARISK 0.056 0.050 0.008 0.041 0.470 6,311

TANGIBLE 0.299 0.200 �0:012 0.267 0.993 6,311

OLS estimations in Table 3.3 engender a positive and significant coefficient on
D_PI and D_FI. Consistent with Hypothesis 2, D_FI has larger coefficients than
D_PI, which suggests that companies located in the classical tax system smooth
dividends the most, followed by those in the partial imputation system, and then by
those under the full imputation system. The estimated coefficient suggests that firms
located in the full (partial) imputation tax system have 20–28% (8–13%) higher
SOA than those with the same characteristics located in the classical tax system;
the tax effect on dividend smoothing is economically large. Overall, we argue that
ownership concentration and tax regimes are strongly associated with dividend
smoothing policy. Previous studies have suggested that US firms smooth dividends
but that this payout policy is not necessarily universal. Our evidence suggests that
this fact is attributable to low ownership concentration and the classical tax system.

This table indicates regression results of SOA measures (SOALintner; SOALM/.
In the OLS estimation, t-statistics are computed by using country-clustering robust
standard errors. See Table 3.1 for definition of the variables.

With respect to control variables, Table 3.3 suggests that well-performing (high
AvROA) companies have high SOALM. It is likely that profitable companies tend
to pay high dividends and therefore need less to provide stable dividends. Large
companies tend to smooth dividends, a result that is consistent with Leary and
Michaely’s (2011) US findings but inconsistent with the idea that firms suffering
information asymmetry tend to smooth dividends. A plausible interpretation is
that large companies tend to view a certain amount of dividend payments as a
strong commitment to shareholders. SALESGROW has a positive and significant
coefficient, suggesting that growing companies adjust dividends quickly to the long-
term target.
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1. Asymmetry of SOA

Leary and Michaely (2011) show that US firms adjust dividends more quickly
when they should increase dividends than when they can decrease. We estimate SOA
separately for firm-years in which the previous year’s dividends are higher than the
target dividend level and those in the opposite situation to further examine the effects
of ownership concentration and tax regime on dividend smoothing. Specifically, we
estimate the following model for all sample companies (Leary and Michaely 2011):

�Dit D g C hInc. OD�
it � Dit�1/ � IInc C hDec. OD�

it � Dit�1/ � IDec C xit; (3.4)

where IInc is a binary variable that takes a value of one when the firm should increase
dividends ( OD�

it > Dit�1) and zero otherwise ( OD�
it < Dit�1). IDec is a similar indicator

variable that takes a value of one when the firm can decrease dividends ( OD�
it >

Dit�1/. As with the Eq. (3.3) estimation, we employ the firm’s median payout ratio
to compute OD�

it . Firms whose median payout ratio is zero are excluded from the
estimation of Eq. (13.1). We also delete firm-years in which OD�

it equals Dit�1:

Panel A of Table 3.4 presents summary statistics of SOAInc (OhInc/ and
SOADec.OhDec/. As with Leary and Michaely (2011), we find that the SOA is higher
when the firm should increase dividends (the mean is 0.42) than for firm-years when
it can decrease them (the mean is 0.36).

Panel B of Table 3.4 presents regression results of SOAInc and SOADec. It shows
that LOWN has a positive and significant coefficient in the regression of SOADec

(models (3) and (4)), while it has an insignificant coefficient in the regression
of SOAInc (models (1) and (2)). Although firms with controlling shareholders do
not quickly increase dividends for years in which they perform well, those firms
decrease dividends quickly when the target dividends are lower than the previous
year’s dividends. This result suggests that controlling shareholders care less about
dividend cuts, because they have mechanisms in place to monitor management,
and managers do not need to pay dividends to mitigate agency problems (there is
no strong commitment regarding dividend payments). Another explanation is that
controlling shareholders care about the firm’s survival and thus allow management
to decrease dividends.

With respect to other variables, AvROA has a significantly positive impact on
SOA only when the firm can decrease dividends, suggesting that poorly performing
companies tend to cut dividends quickly. Growing companies tend to rapidly
increase dividends, especially when the target dividends are higher than the previous
year. We do not find clear evidence that firm size affects dividend smoothing in an
asymmetric manner.

Panel A indicates summary statistics for SOAInc and SOADec. SOAInc (SOADec/

is the speed of dividend adjustment when the target dividend level is higher (lower)
than previous year dividends. Panel B indicates regression results of SOAInc and
SOADec, respectively. t-statistics are computed by using country-clustering robust
standard errors. See Table 3.1 for definition of the variables.
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3.5 Conclusion

Previous studies have argued that US firms slowly adjust dividend levels to the long-
term target. However, it is still unclear whether dividend smoothing is a universal
phenomenon and what factors are associated with this behavior. To address this
issue, we investigate the relationship between SOA, corporate ownership structure,
and tax regime by using approximately 6,000 companies from 28 countries.

Our data present evidence that the percentage ownership held by the largest
shareholder is positively (negatively) associated with SOA (dividend smoothing).
Especially, firms with controlling shareholders adjust dividends quickly when the
target dividend level is below the previous year’s dividend. The results support
the agency theory of dividend smoothing as well as the idea that controlling
shareholders care about the survival of their companies. We also find that companies
located in a classical tax system smooth dividends more than companies in a partial
or full imputation system. Overall, we argue that ownership structure and tax regime
have a significant impact on dividend smoothing behaviors.

Previous studies have suggested that non-US companies smooth dividends less
than US companies (e.g., Andres et al. 2009; Chemmanur et al. 2010), and we
confirm this result by using broader international data and presenting a convincing
argument for why US firms smooth dividends; it is attributable to less concentrated
ownership structures and the classical tax system. Recent papers intensively use
international data to examine corporate dividend policy (La Porta et al. 2000;
Brockman and Unlu 2009; Ferris et al. 2009; Alzahrani and Lasfer 2012; Fatemi
and Bildik 2012; Kuo et al. 2013; Breuer et al. 2014), and we extend this trend to
research on dividend smoothing as proposed by Lintner (1956).
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