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Mandatory Dividend Policy, Agency Conflicts and Corporate

Performance of Local State-Owned Listed Companies
WAN Congying ( Dongbei University of Finance and Economics, 116025)
HUANG Mengmeng ( Dongbei University of Finance and Economics, 116025)
HUANG Sujian (Institute of Industrial Economics CASS, 100006 )

Abstract: With the rapid development of state-owned enterprises, the distribution of huge profits has attracted
much attention in recent years. Focusing on the exogenous impact of the reform of the budget system of local
state-owned capital operation, which is an implementation of the mandatory dividend policy, this paper analyzes
the policy effects, influence mechanisms and heterogeneities of the mandatory dividend policy from 2005 to
2016 by using the multi-period difference-in-differences ( DID ) model. The results show: First, the
implementation of mandatory dividend policy does significantly improve the corporate performance of local state-
owned listed companies; second, paying cash dividends can reduce agency conflicts of state-owned listed
companies between large shareholders and the small and medium-size shareholders, but has no significant
impact on the agency conflicts between managers and shareholders; third, the sample regression results are
quite different in enterprises with different supervision mechanism and governance mechanism. The mandatory
dividend policy shows an alternative effect in enterprises with weaker external supervision or weaker governance
mechanism restricting major shareholder behavior, and a complementary effect in enterprises with stronger
governance mechanism restricting management behavior.

Keywords: Mandatory Dividend Policy, Local State-owned Listed Company, Agency Conflict, Cash Dividend
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