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ABSTRACT

This paper reports the results of a mail survey of the dividend policy in the Public Listed Companies in the Republic of Croatia. It is based on a questionnaire sent to 353 companies listed on the Public Joint-Stock Company Shares Market on the Zagreb Stock Exchange. The response rate was 20.40% (72 out of 353). The goal of the empirical survey was to determine the current dividend policy in Croatian public companies, the key factors on which dividend policy was based, and to see did the ownership restructuring have influence on dividend policy in Croatian companies.  

Introduction

Our research based on primary and secondary data indicate that dividend policies in the Croatian public companies were, for determinate period, influenced with transitions and privatizations specific goals. Unfortunately, the consistent data base of the public listed companies is formed for the period of last five years. Significant number of companies listed on the Public Joint-Stock Company Shares Market on the Zagreb Stock Exchange is listed on it only because of the legal requirements from 2002. [1]. That fact should be taken into account when analysing their dividend policy.

Empirical survey has been undertaken from May 1st to July 20th 2008. Questionnaires were sent to general managers of the Public listed companies. The survey had a response rate of 20.40% (72 out of 353). The companies that responded belong to different industries. 38% of the companies are manufacturers, 14% are involved in financial services, 13% in tourism, 10% in trade, 6% in civil engineering and 19% in other industries. According to the number of employees 64% of the sample companies have less than 500 employees, 10% of companies have from 500-1.000 employees, and 17% from 1.000 - 3.000 employees, 6% from 3.000 - 5.000 employees, and 4% of the companies have more than 5.000 employees. According to total revenue 63% of the companies have total revenue of less than 500 million kn, 14% have total revenue from 500 – 1.000 million, 8% have total revenue from 1 - 3 billion, 6% from 3 – 5 billion, and 9% have total revenue more than 5 billion kn. 
Legal obligation for listing in the quotation of Public joint-stock companies

According to the Croatian Security Markets law from 2002., all Croatian joint-stock companies that are issued by public offer or have more then 100 shareholders and equity higher than 30.000.000 kn, are considered as public joint-stock companies. The shares of all public joint-stock companies have to be listed on the Stock-Exchange as a part of the quotation of Public joint-stock companies, which is the third listing at the Zagreb Stock Exchange. [2]  

This kind of legal obligation of listing on the stock exchange is unique for Croatia. Although the aim of the stated obligation (development of Croatian capital market) can be seen as positive, its achievement is doubtful. Namely, regulator can force companies to list their shares on the stock-exchange, but as huge number of companies has high concentration of ownership, law can hardly increase the level of transparency and liquidity of those shares. According to the results of the survey, of 69 companies, 58% of them would list their shares on the stock-exchange even if there would not be legal obligation of listing and 42% of companies would not be listed on the stock-exchange in that case. Those results are talking in the favor of opinion that listing of the companies against their will can not help much in the development of the capital market.

Dividend policy in Croatian companies last five years and in the year 2007.

When asked “Which dividend policy did your company use last five years?” following results occurred: of 72 companies that took part in the survey, 14% of them used the policy of stable dividend, 11% the policy of stable payout ratio, non of them used the residual dividend policy, 7% of them policy of regular plus extra dividends at the end of the year, 13% of them has been changing the dividend policy from year to year, 51% companies did not payout dividends, 3% of them did not had defined dividend policy and 1% of them answered “other” (Figure 1).  
Figure 1: Dividend policy of Croatian companies last five years and in year 2007.
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In order to see was there any significant change in the dividend policy last year, next question was: “Which dividend policy did your company use in year 2007?” The results of the survey shows that 12% of the companies used the policy of stable dividends, 12% policy of stable payout ratio, non of them used the residual dividend policy, 9% of them policy of regular plus extra dividends at the end of the year, 9% of them has been changing the dividend policy from year to year, 47% companies did not payout dividends, 7% of them did not had defined dividend policy, 1% of them answered “other” and 3% of the examinees did not answered on the question (Figure 1). From the observed answers it can not be stated that the dividend policy has changed significantly. Figure 1 clearly shows that highest percentage of Croatian companies does not payout dividends. As it is well known that Croatian companies have high concentration of ownership, it is very likely that one of the main non-operating reasons for only 33% of Croatian companies having defined policy of paying out dividends can be observed in the light of that fact. 

Influence of the ownership restructuring on the dividend policy

One of the aims of the research was to confirm or deny that the process of ownership restructuring had influence on the dividend policy. In order to see that, 46 companies that took part in the survey and went through the process of ownership restructuring, where asked to state which dividend policy did they use in that period. According to the results of the survey, 4% of the companies used the policy of stable dividends, 6% the policy of stable payout ratio, non of them used the residual dividend policy nor policy of regular plus extra dividends at the end of the year, 10% of them has been changing the dividend policy from year to year, 58% of the companies did not payout dividends, 15% of them did not have defined dividend policy, 3% of them answered “other” and 4% of the companies did not answer the question. If we compare their answers with the answers of all the companies shown in the previous paragraph, we can see that ownership restructuring had influence on the dividend policy. 
Figure 2: Dividend policy last five years
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That conclusion is confirmed by analyzing the answers on the question “Which dividend policy did your company use last five years?” separately for two groups of companies: the ones that did not go through the process of ownership restructuring at all and the ones that went through the same process in last five years or are still going through it. Of the 24 companies that were not going through the process of ownership restructuring at all, 17% of them used the policy of stable dividends, 21% the policy of stable payout ratio, non of them used the residual dividend policy, 17% of them policy of regular plus extra dividends at the end of the year, 8% of them has been changing the dividend policy from year to year, 33% companies did not payout dividends and 4% of them did not have defined dividend policy. Of the 20 companies that went through the process of ownership restructuring in last five years or are still going through it, non of the companies used the policy of stable dividends, 10% the policy of stable payout ratio, non of them used the residual dividend policy, nor policy of regular plus extra dividends at the end of the year, 30% of them has been changing the dividend policy from year to year, 55% companies did not payout dividends and 5% of them answered “other”. From the presented answers can be seen that there are significant differences between the dividend policies of these two groups of companies. Based on that, it can be confirmed that ownership restructuring process has influenced the dividend policy of Croatian companies. (Figure 2)
Key factors taken into account when establishing dividend policy

When asking, do you agree with the statement “Investment opportunities were taken into account when determining the dividend policy”, the following distribution of answers occurred: of the 68 companies that answered the question, 20% of the examinees strongly disagrees with the statement, 17% of them disagrees, 21% does not agree nor disagree, 23% agrees and 19% of them strongly agrees with the statement. It can be seen that high percentage of companies (37%) does not take into consideration investment opportunities (Figure 3). Next statement was “Expectations of the stockholders were taken into account when determining the dividend policy”. Of the 57 examinees that answered the question, 22% of them strongly disagrees with the statement, 11% of them disagrees, 21% does not agree nor disagree, 33% agrees and 13% of them strongly agrees with the statement. As in the previous question, high percentage of companies does not take into account expectations of the stockholders into account when establishing the dividend policy as it is shown in Figure 3.
When asking to state the degree of compliance with the statement: “Special interests of the major or dominant stockholder were taken into account when determining the dividend policy.” following distribution of answers occurred: 11% of examinees strongly disagrees with the statement, 17% of them disagrees, 17% does not agree nor disagree, 35% agrees and 20% of them strongly agrees with the statement. It can be seen that major percentage (55%) of companies takes into account special interests of the major or dominant stockholder when determining the dividend policy (Figure 3). Last statement was “Decision of not paying dividends on the behalf of retained earnings was taken into account when determining the dividend policy”. Of the 57 examinees that answered the question, 15% of them strongly disagrees with the statement, 13% of them disagrees, 30% does not agree nor disagree, 24% agrees and 19% of them strongly agree with the statement. It can bee seen that lower percentage of companies (28% against 43%) does not agree with the stated statement (Figure 3).
Figure 3: Key factors taken into account when establishing dividend policy
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Opinion of the examines about the dividend policy of their company

In order to see the opinion of the examinees about the dividend policy of their company they have been asked to state their level of agreement with the statement “Factors on which the dividend policy of our company was based were correctly set”. The distribution of relative frequencies of 60 answers is as follows: 2% of examinees strongly disagrees with the statement, 4% of them disagrees, 15% does not agree nor disagree, 50% agrees and 29% of them strongly agree with the statement. It can bee seen that only small percentage of the examinees disagrees with the stated statement. 

According to the theory the aim of the company in the real world should be the maximization of the wealth of the shareholders [3] [4] [5]. As the 79% of the examinees considers that the dividend policy of their companies was based on the correctly set factors, it was interesting to see do they agree that the dividend policy of their companies was directed to the maximization of the shareholders wealth. The answers of 65 examinees that answered the question have showed that 10% of them strongly disagree, 21% of them disagree, 26% nor disagrees nor agrees, 24% agrees and 19% of them strongly agree with the stated statement. It can be seen that the percentage of the examinees that agree with the quoted statement (43%) is significantly lower then the percentage of the examinees that agree with the statement that the factors on which the dividend policy was based were correctly set (79%). Last question in the questionnaire was “Do you intend to change your dividend policy in the near future?”. Of 63 examinees that answered on the question, 29% of them have chosen yes and 71% of them no as an answer.

Conclusion

This paper has presented the findings of a mail survey of the dividend policy in the Public Listed Companies in the Republic of Croatia, sent to a selected sample of 353 companies listed on the Public Joint-Stock Company Shares Market in the Zagreb Stock Exchange. The results of the survey show that 32% of the responding companies had in last five years policy of paying out the dividends, and 51% of them did not pay out the dividends. This situation should be observed in the light of high concentration that is typical not only for Croatia but also for other countries that went through the transition process. The majority of Croatian companies went through the process of the ownership restructuring that had influence on the dividend policy. That can be seen when comparing the dividend policy of companies that did not went through the process of ownership restructuring and the ones that were going through it.

When talking about the factors that are taken into account when establishing the dividend policy it can be seen that high percentage of companies does take into consideration investment opportunities and expectations of the shareholders, but still that percentage should be higher. The majority of examinees agree with the statement that special interests of major or dominant shareholder are taken into account when establishing the dividend policy. As a result of high concentration of ownership that is not surprising but still, it does not say nothing positive from the point of view of small shareholders. When it comes to the decision of not paying out dividend on the account of retained earnings, as expected, the results have shown that the percentage of companies takes that factor into consideration. The strong majority of examines state that the factors on which the dividend policy is based are correctly established. Still, when comparing their answers with the percentage of them that think dividend policy of their company is directed into maximization of the shareholders wealth, their opinion hast to be critically observed.
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