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Mahmoud Odat (Jordan), Ruba Bsoul (Jordan)

THE RELATIONSHIP BETWEEN
INTELLECTUAL CAPITAL
EFFICIENCY AND FIRMS
DIVIDEND POLICY: DO CEO
CHARACTERISTICS MATTER?

Abstract

The financial challenges facing the Jordanian economy require careful attention and
strategic responses. Addressing these challenges may necessitate increased investment.
This study explores the relationship between intellectual capital efficiency and firms’
dividend policies and the potential impact of CEO characteristics on this relationship.
An analysis was based on data from 90 Jordanian service and manufacturing compa-
nies from 2015 to 2019. The study employs the value-added intellectual capital coef-
ficient (VAIC) to measure intellectual capital efficiency and uses the dividend payout
ratio to represent dividend policy. The findings indicate a positive relationship between
VAIC and dividend policy, suggesting that companies with higher intellectual capital
efficiency tend to distribute higher dividends. However, CEO characteristics, such as
age, tenure, and educational background, do not significantly affect this relationship.
These results imply that strong corporate governance mechanisms are likely in place,
ensuring effective decision-making processes and protecting stakeholders’ interests. By
focusing on intellectual capital, firms can enhance their operational performance and
attractiveness to investors, indirectly supporting economic stability.

Keywords performance, profits, investment, duality, tenure,
qualification, Jordan
JEL Classification M41, O34, G35

INTRODUCTION

In corporate finance, the shareholder theory emphasizes that a firm’s
primary responsibility is to maximize the wealth of its shareholders.
This principle underpins managerial duties, guiding decisions related
to investment, financing, and dividends to ensure optimal shareholder
value creation. Managers are expected to utilize available resources
effectively to achieve returns that enhance shareholder value. The re-
source-based theory further elaborates on this by suggesting that a
firm’s competitive advantage and performance variations can be at-
tributed to the superior management of both tangible and intangible
resources. In contemporary research, intellectual capital (IC) - en-
compassing human capital, structural capital, and relational capital -
has been recognized as a critical intangible asset that significantly in-
fluences a company’s financial performance and value creation.

From the perspective of investors, value creation comes in the form of
increased share prices or dividends. Therefore, while IC has the poten-
tial to generate substantial value for investors, the extent to which this
value translates into actual returns can be contingent on a company’s
dividend policy. This policy, formulated by the board of directors based
on managerial recommendations, aims to balance profit distribution

http://dx.doi.org/10.21511/imfi.21(3).2024.08



Investment Management and Financial Innovations, Volume 21, Issue 3, 2024

and reinvestment in a manner that maximizes shareholder wealth. Given this context, a pertinent ques-
tion arises: Is there a relationship between a firm’s dividend policy and its IC performance? This query
is crucial as dividend distribution decisions involve determining the portion of income to distribute to
shareholders versus the amount to reinvest in the business. However, these decisions can be influenced
by managerial behavior, as posited by agency theory. The theory suggests that managers, driven by self-
interest, may sometimes act in ways that do not align with maximizing shareholder wealth.

Furthermore, the upper echelons theory postulates that the characteristics and backgrounds of top ex-
ecutives, such as CEOs, can shape their perceptions and decision-making processes. Consequently, it
is reasonable to hypothesize that a CEO’s attributes might moderate the relationship between IC and
dividend policy.

Despite the growing body of research on the impact of IC and CEO characteristics on corporate per-
formance and policy, most studies have predominantly focused on developed markets. Jordan, as an
emerging market, presents a unique context where the dynamics of intellectual capital and executive in-
fluence may differ significantly from those in more developed economies. To the best of the researchers’
knowledge, this study is the first to examine these dynamics within the context of Jordanian firms. This
investigation into the relationship between IC efficiency and dividend policy, with a particular focus on
the potential moderating effect of CEO characteristics, aims to fill this gap in the literature and provide

insights relevant to both academia and practitioners in emerging markets.

1. LITERATURE REVIEW

AND RESEARCH
HYPOTHESES

Several prior studies have investigated the value-
creation ability of intellectual capital. These stud-
ies are largely based on the resource-based the-
ory which suggests that companies can develop
competitive advantages by efficiently using their
available resources (Caribano et al., 2000). These
competitive advantages, in turn, can help these
companies to achieve high profits. Under the re-
source-based theory, firms’ resources include tan-
gible and intangible resources. They consist of as-
sets, organizational processes, knowledge, and ca-
pabilities available and allow these companies to
develop and implement appropriate effective busi-
ness strategies (Barney, 1991).

IC represents intangible assets not reported in
the financial statements of a company. It refers
to the knowledge, experience, organizational in-
frastructure, and other intellectual material that
would create value for the company (Steward,
2000). It includes two main components: hu-
man and structural capital (Edvinsson, 1997).
Human capital represents skills, knowledge,
and experience possessed by employees, while
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structural capital represents organizational in-
frastructure, information systems, databases,
business strategies, and production techniques
within the company.

Prior empirical findings indicate that IC is a key
player in firms’ performance, which is the ulti-
mate goal for a company by which the profit ac-
cruing to its shareholders is maximized. Chen
et al. (2005), for example, indicate that IC has a
positive association with firm performance (em-
ployee productivity, growth in revenues, MBV ra-
tio, ROA, and ROE) of listed firms in Taiwan. They
also show that the current year’s IC enhances the
next two years’ performance. Likewise, Clarke
et al. (2011) find that IC is positively associated
with ROA, ROE, and employees’ productivity as
measures of the financial performance of listed
Australian firms. Smriti and Das (2018) also pro-
vide evidence from listed Indian firms that IC is
positively associated with Tobin’s Q, sales growth,
asset turnover ratio, and ROA. Evidence is also
provided by Alturiqi and Halioui (2020) from
Saudi Arabia. They support a positive relationship
between IC and performance (Tobin’s Q, ROA,
and ROE ratios). Finally, using different samples
of listed firms in Jordan, Bataineh et al. (2022) and
Odat and Bsoul (2022) show that IC is associated
with higher performance.
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In addition to firm performance, investors’ wealth
maximization is, to some extent, affected by the
company’s dividend policy. Payment of dividends
affects both shareholders’ wealth and the com-
pany’s ability to exploit future investment op-
portunities and expansion (Baker & Kolb, 2009).
Dividend payment sometimes is used as a signal
to shareholders about the performance of the firm
(Khan et al., 2016). A firm’s dividend policy is de-
termined by its board of directors, based on in-
formation and advice provided by the CEO of the
company. It refers to the financial decision related
to determining the portion of income to distrib-
ute to shareholders of the company in the form of
dividends.

Thus, the distribution of income is an essential
decision by management. This decision greatly
depends on the profitability of the firm as indi-
cated by previous research. For example, Gul et
al. (2020) demonstrate that profitability is signif-
icantly associated with dividend payment. Their
analysis shows that the amount of profit distrib-
uted is increasing in the ROA ratio as a measure of
profitability. In addition, Turakpe and Fiiwe (2017)
examined two Nigerian companies and found that
dividend is positively related to return on assets.
Further, Pattiruhu and Paais (2020) indicate that
ROA is positively related to dividend payments.

Part of the value creation role of IC is the value
created to shareholders through distributed divi-
dends. In this respect, Lunawat (2013) suggests
that IC significantly impacts investors, particular-
ly when forecasting future dividend payments. He
further suggests that effective IC management in
an organization would increase firm performance
and, as a result, the firm will decide to increase
its shareholders’ dividends. Thus, organizations
with sufficient IC, such as reputable, knowledge-
able, trustworthy, and innovative employees and
management, are more likely to achieve better
dividend yields than firms without substantial
IC (Lunawat, 2013; Arvidsson, 2011). Battisti et al.
(2022) also show a positive impact of IC on firms’
dividend policy. Nielsen and Farooq (2015) indi-
cate that firms with higher IC disclosures have a
higher payout ratio. They show that lower infor-
mation asymmetries, represented by high IC dis-
closure, are associated with higher dividend pay-
ments. However, contrary to the findings in sev-
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eral previous studies regarding the link between
IC and performance, and hence, on dividend pay-
ments, Wen and Jia (2010) and Kadim et al. (2020)
find that IC is not related to dividend payment.

The potential moderating impact of CEO attri-
butes on the relationship between IC and dividend
policy is grounded in the upper echelons theory.
This theory posits that executive decisions are
influenced by their personal characteristics and
backgrounds (Sanders & Hambrick, 2007; Gala &
Kashmiri, 2022). In other words, they make deci-
sions based on their values psychological and so-
cial attributes (Farag & Mallin, 2018; Hambrick &
Mason, 1984). In this respect, prior research has
largely examined the relationship between CEOs’
attributes and different aspects of corporate deci-
sions such as takeover (Li & Tang, 2010), risk-tak-
ing (Bsoul et al., 2022; Farag & Mallin, 2018), cash
holdings (Orens & Reheul, 2013), and financial
disclosure (Bamber et al., 2010).

Concerning the relationship between CEO attri-
butes and decisions related to dividend payment
or the efficiency of IC, Bertrand and Schoar (2003)
indicate that CEOs holding MBA degrees are asso-
ciated with fewer dividend payments (i.e., they are
associated with higher Tobin’s Q representing firm
value). That is, they are more interested in reinvest-
ing the generated profits rather than distributing
them to shareholders. In addition, Patzelt (2010)
finds that CEOs’ qualifications are key players in
enhancing IC efficiency within companies. In addi-
tion, although Battisti et al. (2022) find that IC is as-
sociated with higher dividend payments, they show
that CEOs’ qualifications do not affect the associa-
tion between IC and dividend payments.

The CEO duality effect on dividend payment deci-
sions takes different directions. On the one hand,
CEOs with a duality position appear to pay gen-
erous dividends as indicated within the Tunisian
context (Taleb and Ben Lahouel, 2020). On the
other hand, Suwaidan and Khalaf (2020) find that
CEO duality reduces dividend payout within the
Jordanian context. Hossain et al. (2023) also find
an inverse relationship between CEO duality and
dividend payments. Yet, Faulkner and Garcia-
Feijoo (2022), Riaz et al. (2016), and Abdulwahab
et al. (2023) show that CEO duality is not related
to the dividend payout ratio.

http://dx.doi.org/10.21511/imfi.21(3).2024.08
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Dividend payment is found to be negatively affect-
ed by CEO ownership. The reason is that CEOs are
sometimes encouraged to reinvest all the profits
and expand their business when their ownership
increases (Riaz et al., 2016). In other cases, the rea-
son is that they serve as substitutes for each oth-
er in addressing agency problems and, therefore,
should have a negative relationship (Wen & Jia,
2010). Finally, Deshmukh et al. (2013) indicate that
because of CEOs overconfidence resulting from
their ownership interest, they would pay fewer
dividends. This is due to their overestimating the
value of future projects and their costly external
financing view. Hossain et al. (2023) also suggest
that CEO ownership is negatively related to divi-
dend payment. On the contrary, Briano-Turrent
et al. (2020) and Kumshe et al. (2020) show that
CEOs’ ownership has a positive relationship with
dividend payment.

Moreover, several studies show that CEOs with
long tenure are less concerned with increas-
ing the value of the firm, and hence, they tend
to pay more dividends rather than invest in val-
ue-increasing projects (Abdulwahab et al., 2023;
Kumshe et al., 2020). On the contrary, Hossain et
al. (2023) and Al-Ghazali (2014) support the idea
that long tenure increases the CEO’s power over
the board. This, in turn, may cause a decrease in
dividend payments to internally finance new proj-
ects. Likewise, Likitratcharoen et al. (2012) find
that tenure is negatively related to firms’ propen-
sity to pay dividends.

Given the distinct economic context of Jordan,
this study aims to explore the relationship be-
tween IC efficiency and firms’ dividend policies,
and whether CEO characteristics moderate this
relationship. To address this, the following hy-
potheses are proposed:

H:  Firms with higher intellectual capital effi-
ciency have more favorable dividend policies.

H,a: CEO qualification significantly moderates
the positive relationship between IC efficien-
cy and firms’ dividend policy.

H,b: CEO experience significantly moderates the

positive relationship between IC efficiency
and firms’ dividend policy.

http://dx.doi.org/10.21511/imfi.21(3).2024.08

Hc: CEO share ownership significantly moder-
ates the positive relationship between IC ef-
ficiency and firms’ dividend policy.

H d: CEO duality significantly moderates the pos-
itive relationship between IC efficiency and
firms’ dividend policy.

He: CEO tenure significantly moderates the posi-
tive relationship between IC efficiency and
firms’ dividend policy.

2. DATA, MEASUREMENT,
AND METHOD

The empirical analysis in this study is based on
a sample of service and manufacturing compa-
nies listed on the Amman Stock Exchange (ASE).
Companies within the financial sector were ex-
cluded since they are subject to specific laws
that can affect the results. Companies that do
not have the full data for the variables of inter-
est are also excluded. In addition, at the time of
data collection, the latest available data were for
2022, and since firms’ operations were largely af-
fected by the COVID-19 pandemic lock-down in
2020 and 2021, it has been decided to exclude the
three years and limit the analysis to the financial
years 2015 to 2019. The required data for the vari-
ables included were collected from the Jordanian
Securities Depository Center (SDC) website, the
ASE website, and the firms’ annual reports. The fi-
nal sample consists of 90 firms with 450 firm-year
observations.

The dependent variable in this study is firms’ divi-
dend policy. This policy represents the financial
decision related to the portion of earnings to be
distributed to the company’s shareholders. Similar
to prior research, this variable is measured by the
dividend payout ratio computed as dividends dis-
tributed to shareholders during the year divided
by the company’s net income for the year.

The independent variable is the value-added intel-
lectual capital efficiency (VAIC) determined us-
ing Pulic’s (1998) model. According to this model,
VAIC is the sum of three elements: human capi-
tal efficiency (HCE), structural capital efficiency
(SCE), and capital employed efficiency (CEE). A
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company’s human capital (HC) consists of knowl-
edge, experiences, and skills possessed by its em-
ployees. It is determined as all expenditures paid
during the year on employees, including training,
salaries, and wages. Then, HCE =VA / HC, where
VA represents the value added to all stakehold-
ers during the year, including shareholders (net
income), creditors (interests), government (taxes),
and employees. It is calculated by adding back
non-cash expense items to earnings before inter-
est and taxes. That is, VA = EBIT + W + D + A,
where EBIT is the firm’s earnings before interest
and tax, W is salaries and wages for the period,
and D and A are depreciation and amortization
expenses during the period, respectively. HCE in-
dicates the value added to all stakeholders by each
unit of currency spent on employees.

Structural capital (SC) refers to firms’ informa-
tion systems, databases, and other organization-
al infrastructure. SC is determined as VA - HC.
Then, SCE = SC / VA indicates the value added to
all stakeholders by each unit of currency spent on
structural capital. Finally, CE is the book value
of the company’s physical assets while CEE = VA
/ CE represents the value added by each unit of
physical capital.

The moderating variables examined are the CEOs’
attributes. CEO qualification is given 1 if the CEO
holds a bachelor’s degree, 2 for Master’s degrees, 3
for Ph.D. degrees, and 0 otherwise. CEO experi-
ence refers to the total number of years that the
CEO has occupied a CEO position during his life.
CEO ownership is measured as the percentage of
the company’s stocks held by the CEO during the
year. CEO duality is used as a dummy variable
given 1 if the CEO occupies the chairman of the
board position and 0 if not. Finally, CEO tenure
is the total number of years that the CEO held the
CEO position within the company.

Several variables that have been documented
to affect firms’ dividend distribution have been
controlled for. These variables include liquid-
ity, firm size, profitability, and leverage. While
liquidity, according to Kilingarslan (2018), en-
courages management to distribute higher divi-
dends, Griffin (2010) suggests an inverse relation-
ship between liquidity and dividends. Faulkner
and Garcia-Feijoo (2022), Wen and Jia (2010),
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Gul et al. (2020), and Kilincarslan (2018) indicate
that a larger firm pays higher dividends. In ad-
dition, Faulkner and Garcia-Feijéo (2022), Gul et
al. (2020), and Kilingarslan (2018) show that prof-
itability is positively related to distributed divi-
dends, whereas Abdullah (2021) suggest that they
are negatively related. Finally, Kilingarslan (2018),
Abdullah (2021), and Faulkner and Garcia-Feijéo
(2022) indicate that highly leveraged firms dis-
tribute fewer dividends. Therefore, all these four
variables are controlled for in this analysis. The
firm sector is also included to examine whether
the results differ across industries. Liquidity is
measured by the current ratio, firm size is mea-
sured by the natural logarithm of total assets, prof-
itability is measured by the firm’s ROA ratio, and
leverage is measured by the ratio of total debts to
total equity.

Finally, to explore the association between IC and
dividend payment and examine the moderating ef-
fect of the CEO attributes, the following regres-
sion models have been developed:

Model 1

DivPay,, =a+ BVAIC, + B,Liq,,
+B,ROA, , + B,Lev; , + fiind 1)
+pB,Size, +¢&,;.

Model 2

DivPay,, = a+ BVAIC,, + B,Qualif;,
+,B3Qualifj,t VAIC, , + ,B4Liqj,l +,BSROAN ()
+fLev,, + p,Ind;  + fSize, + &,

Model 3

DivPay,, = a+ BVAIC, , + B,Exper;,
+p,Exper;,-VAIC,, + B,Liq,, + f;ROA,, ©)
+B.Lev;, + p,Ind; , + fSize, + &,

Model 4

DivPay,, = a+ BVAIC,, + B,0wner;,

+B,0wner, ,-VAIC, , + B,Liq,, + J;ROA,, (4)
+BLev,, + p,Ind;  + fSize, + &,
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Model 5

DivPay,, = a+ BVAIC,, + ,Duality,,
+B;Duality,,-VAIC,, + B,Liq;, + B;ROA, , (5)
+BsLev,, + p,Ind;  + fSize, + ¢ .

Model 6

DivPay,, =a+ BVAIC,  + B,Tenure,,
+pTenure,,-VAIC,, + p,Liq;, + B;ROA, , (6)
+fLev,, + p,Ind;  + fSize, + &

where DivPay - firm, dividend paid to sharehold-
ers in year, VAIC - value-added intellectual capi-
tal coefficient of firm, in year, QUAL - qualifica-
tions of firm CEO in year, EXP - experience of
firm_ CEO in year, OWN - share ownership of
firm_ CEO in year, DUAL - CEO duality for firm,
in year , TENR - CEO tenure for firm_in year , LIQ
- current ratio for firm, in year, ROA - return on

assets ratio for firm, in year, LEV - leverage ratio
for firm in year,, IND - firm, sector: whether man-
ufacturing or service company, SIZE - firm. size in
year,, € — error term.

3. RESULTS

Table 1 shows descriptive statistics for all the vari-
ables used in the analysis. According to the table,
the average sample firms’ dividend payout ratio for
the five years is 35.19% with a standard deviation
of 52.53 %, which suggests that, on average, firms
distribute 35.19 percent of their generated profits
to shareholders and keep 64.81% on hand for fu-

Table 1. Descriptive statistics

ture investment opportunities. The minimum and
maximum values for the individual companies
were 0.00 % and 413.52%, respectively. These val-
ues, besides the 52.53 % standard deviation, clear-
ly show that the sample firms vary regarding their
dividend payout propensity.

Regarding the independent variable, Table 1 shows
that VAIC has a mean value of 2.88 and a standard
deviation of 10.05, with minimum and maximum
values of -140.12 and 54.81, respectively. These
values indicate how efficiently the company is uti-
lizing its IC. The higher this value, the more effi-
cient the company is.

Table 1 also shows statistics for the moderator
variables; the sample firms’ CEOs hold, on aver-
age, a post-graduate degree. They also have 9.96
years, on average, practical experience as a CEO
of a company. In addition, the CEOs own an aver-
age of 1.8 % of total shares issued by their compa-
nies. Regarding CEO duality, the table shows that
8% of CEOs serve both CEO and chairmen of the
board of their companies. Finally, the CEO’s av-
erage tenure is 7.76 years. This result is consistent
with previous research by Bsoul et al. (2022) and
Martino et al. (2020) who reported that the av-
erage CEO tenure in Jordanian and Italian firms,
respectively, is 7 years.

As for the control variables, the statistics show that
firms’ liquidity has a mean of 7.38% with a stan-
dard deviation of 57.19 %. The mean and standard
deviations for ROA are 1.35% and 17.80%, respec-
tively, that is, Jordanian firms (particularly ser-
vice and manufacturing firms) earn, on average, a
1.35% return on their total assets. Regarding lever-

Variable Mean S. Dev Min Max
Dipay . 0351955 0.5253024 . 0.000. ....A4135060
VAIC 2.8851 10.05409 —140.1194 54.81364
QuaL 1 0701 0.000 3000
EXP 10.923 1 56
OWN 0.07108 0 0.589151
DUAL 0279 0.000 i
TENR 9.630 1 56
ua 57.19551172 02087 90216545
ROA i 0013479 1780442 ~19810331 136089
eV 19505 47049316 0.00111 19037200
SIZE 100,433,564.91 238,353,536.522 32,0140 1,440,221,599
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age, the sample firms are 61.95% financed through
debt during the study period. Finally, the aver-
age company size is approximately 100 million
Jordanian dinars as measured by total assets.

Table 2 reports the Pearson correlation coefli-
cients among the variables examined. As can be
seen from the table, the CEO characteristics of
qualification, experience, ownership, and tenure
have a positive correlation with dividend pay-
ments. These results are logical and straightfor-
ward; higher CEOs’ qualifications, experience,
ownership, and tenure induce more efficiency in
managing the firm resources, and correspond-
ingly increase net income, and, as a result, divi-
dends paid to shareholders increase. The table also
shows that CEO duality has a negative correla-
tion with dividend payments. In the presence of
duality, a conflict of interest exists, and therefore,
companies become more risk-averse and less will-
ing to pay dividends (El Ammari, 2021). A nega-
tive correlation also exists between liquidity and
dividend payments. This is because dividend pay-
ments are sometimes used to compensate share-
holders for lower stock liquidity (Griffin, 2010). A
positive logical and straightforward correlation
also appears between VAIC with qualification, ex-
perience, ownership, duality, and tenure. This sug-
gests that increases in the CEO’s job experience
and tenure as time passes, as well as the increases
in ownership and the presence of duality, would
increase management’s ability to efficiently utilize
IC, create value, and maximize the wealth of the
shareholders.

All the correlation coefficients shown in Table 2
between the independent and the moderator vari-

Table 2. Pearson correlation matrix

ables are less than 0.70 suggesting the non-exis-
tence of multicollinearity that affects the analysis
(Gujarati, 2003).

The data were analyzed using multiple regression
analysis to examine the association between firms’
IC and dividend payments, as well as the moderat-
ing effect of CEO traits. Table 3 reports the results
for the six models developed above. The F-statistic,
which is significant at the 5% level (p < 0.05), con-
firms the validity of the regression models for the
analysis. Additionally, the R*values for the differ-
ent models ranged from 0.313-0.354, which indi-
cates that the variables examined explain approxi-
mately 33 % of the variation in firms’ dividend

policy.

Column 2 in Table 3 reports the results for mod-
el 1 which tests the direct relationship between
VAIC and dividend policy. It indicates a positive
and statistically significant relationship at the 1
% level between VAIC and dividends policy (t =
4.262; p < 0.01). Hence, the first hypothesis (HI)
is accepted. CEO qualification and the interaction
between VAIC and qualification as a moderator
variable are added in Model 2. The results show
no significant relationship between CEO qualifi-
cation and dividends policy, and there is no effect
of CEO qualification on the relationship between
VAIC and dividends policy. Accordingly, H, is re-
jected. In model 3, CEO experience and the inter-
action of VAIC and experience are included. The
results show that there is a significant influence
of the CEO’s experience on dividends policy, but
unexpectedly, there is no significant impact of ex-
perience on the relationship between VAIC and
dividends policy, and thus, H, is rejected. When

Variable | DivPay : VAIC | QUAL | EXP | OWN : DUAL A TENR = LIQ. ROA LEV IND. : SIZE
DiVPay : :

VAIC

QUAL . 018 065 . 1

OWN - 1

DUAL CO

LiQ. —-.056 -.094 -.164 —.054 .010 197 —-.044 1

ROA ....282 194 040 . 027 . 117 | 056 076 . -0l 1

LEV 079 | -011 | -013 | 224 i —-139 @ -076 1
OND.....7289 003 046 . 045 | -102 . 138 088  ~089 | -112 . 044 1
SIZE : 132 ¢ 136 ¢ 102 : 160 @ -016 : .001 224 ¢ -040 : .094 : -007 : -113 : 1
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Variable Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
. t(p) : t(p) : t(p) . t(p) . t (p) _ tlp
VAIC (.. 4262 (000)%  : 3.002(003)% i 3.773(000)" : 3.996(000)% :  4055(000)* : 3.735(000)"
QUAL 1.181 (.238)
Ay s S _578(564) e e e e e e

1724085
L A159(000)

L712 (088
4062 (000

IRl S N S
T O S

BTV R

1.733 (.084)***

1158(207) 1733084 1
4298(000F

43170000 .

1674 (095)"**
4140(000F° -

 1355(176)

—157(.876)
_707(480)
4 491 (.000)*

LTL77Alor)T L L8010 L

-5.156 (.000)*

27470008
38783

L0000
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CEO ownership, as well as the interaction between
VAIC and ownership, are added in model 4, the
result indicates no significant effect of CEO own-
ership on dividend policy and no significant effect
of CEO ownership on the relationship between
VAIC and dividends policy; therefore, H, is also
rejected. In model 5, CEO duality is added in addi-
tion to the interaction of VAIC and duality. The re-
sults also do not show any significant relationship
for both duality and dividends policy or for du-
ality on the relationship between VAIC and divi-
dends policy; hence H,, is rejected. Finally, when
the CEO tenure and the interaction between VAIC
and tenure are added in model 6, the results indi-
cate no relationship between tenure and dividend
payment or any moderating effect on the associa-
tion between VAIC and dividends policy; there-
fore, H . 18 rejected.

As for the control variables, liquidity has a positive
impact in five of the six models but is significant
in four of them. This means that firms with more
liquid assets pay higher dividends than firms with
less liquid assets. All six models show a signifi-
cant positive association between ROA and firm
size with dividend payment, which means that
large and high-profitability companies tend to pay
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** The result is

more dividends than small and low-profitability
companies. Regarding leverage, all the models in-
dicate a negative association between leverage and
dividends paid, which indicates that firms with
higher debt levels pay less dividends, which is con-
sistent with the priority of payment of the debt
and obligation before the payment of dividends to
shareholders. Additionally, according to the coef-
ficient on IND, manufacturing firms have lower
dividend payments than service firms.

4. DISCUSSION

The results of this study suggest that VAIC has a
positive relationship with dividend payments. The
more efficient the company is using its IC, the higher
the profitability/financial performance of the com-
pany (see, e.g., Odat & Bsoul, 2022) and, therefore,
the higher distributable income that can be paid to
shareholders (see, e.g., Gul et al. 2020). This result
is consistent with prior research, such as Battisti et
al. (2022), but inconsistent with Wen and Jia (2010)
and Kadim et al. (2020). However, regarding the
moderating effects of CEOs’ traits on the relation-
ship between VAIC and dividends policy, the result
is inconsistent with what was expected; the results
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show that there is no effect for the tested traits on
such a relationship. As for CEOs’ qualifications,
the no-effect result is consistent with Battisti et al.
(2022) but inconsistent with Bertrand and Schoar
(2003), who indicate that CEOs with MBA degrees
are associated with fewer dividends. The results al-
so show that CEO experience positively correlates
with dividends policy. As the CEO’s experience in-
creases, they can run the firm more efficiently and
achieve higher profits, and as a result, the dividend
distributed to shareholders would increase. Despite
this finding, however, no significant effect of the
CEO experience on the relationship between VAIC
and dividend policy was found.

Regarding CEOs’ share ownership, the results in-
dicate that ownership is not related to dividend
payment and has no effect on the association be-
tween VAIC and dividend payment. This may be
due to the low percentage of CEO ownership in
their companies’ shares (on average, they own
only 1% of total shares issued by the service and
manufacturing Jordanian firms). The result is
consistent with Al-Ghazali (2014) but inconsistent
with Deshmukh et al. (2013) and Briano-Turrent
et al. (2020). As for CEO duality, the results indi-
cate that it does not have any significant effect on
dividend payment, or on the relationship between
VAIC and dividend payments. This result is consis-

tent with Abdulwahab et al. (2023) and Al-Ghazali
(2014), while it is inconsistent with El Ammari
(2021), Hossain et al. (2023), and Suwaidan and
Khalaf (2020) who find that CEO duality nega-
tively affects firms’ dividend policies. Regarding
CEO tenure, the results show no significant rela-
tionship with dividend policy and no moderating
effect on the positive relationship between VAIC
and dividend payments. This is consistent with
Kumshe et al. (2020) and Al-Ghazali (2014) but is
inconsistent with Hossain et al. (2023), who show
a significant negative relationship between CEOSs’
tenure and dividends policy, and Abdulwahab et
al. (2023), who reveal a significant positive rela-
tionship between CEO tenure and dividend policy.

Finally, regarding the control variables, as expected,
liquidity, return on assets, and firm size are posi-
tively and significantly related to dividend distri-
bution. That is, firms with more liquid assets, high
profit, and large size tend to pay more dividends.
Usually, these firms have sufficient funds and less
financial constraints. These results are in line with
Faulkner and Garcia-Feijoo (2022), Gul et al. (2020),
and Kilingarslan (2018). Moreover, it was found
that leverage has a significant negative effect on div-
idends paid; that is, when using excess cash, firms
with high leverage give priority to settling the debt
rather than paying dividends to shareholders.

CONCLUSION

This study investigated the relationship between intellectual capital efficiency (VAIC) and dividend
policy among Jordanian firms listed on the Amman Stock Exchange. The findings reveal a significant
positive association between VAIC and dividends paid, indicating that firms with higher intellectual
capital efficiency tend to distribute more dividends to shareholders. Surprisingly, CEO qualifications,
experience, ownership, duality, and tenure did not moderate the positive relationship between VAIC
and dividend policy as hypothesized. This unexpected outcome suggests that other factors or more nu-
anced governance mechanisms beyond CEO traits may influence dividend decisions in these firms. In
addition, firms’ liquidity, return on assets, and size positively and significantly affect dividends paid,
while industry and leverage are negatively related to dividends paid.

A plausible explanation for the lack of moderating effects could be attributed to effective corporate gov-
ernance practices. The presence of independent boards, as evidenced by the low incidence of CEO dual-
ity (only 8% in the sample), likely plays a pivotal role in aligning managerial decisions with shareholder
interests. These governance mechanisms serve as controls to mitigate managerial opportunism and
ensure prudent dividend policies.

This study contributes valuable insights by highlighting the importance of intellectual capital in shap-
ing financial outcomes and shareholder value creation. Policymakers might consider promoting greater
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transparency in financial reporting by acknowledging the impact of intellectual capital on firm perfor-
mance. Similarly, investors are encouraged to incorporate non-financial metrics, such as intellectual
capital efficiency, into their investment analyses to gain a more comprehensive view of firm prospects.

While the findings significantly contribute to the literature, several limitations should be noted. The
study’s reliance on a relatively small sample over a five-year period may restrict the generalizability of
the results. Future research could explore additional CEO traits, such as political connections or behav-
ioral characteristics, to further elucidate their impact on dividend policies.

In conclusion, this study underscores the complex interplay between intellectual capital, corporate gov-
ernance, and dividend policy in Jordanian firms. By addressing these dynamics, firms can potentially
enhance investor confidence, attract new capital, and contribute positively to the Jordanian economy.
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