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1. Introduction 

Among the three most important decisions in financial management which include investment decisions, financing decisions and dividend decisions, dividend decisions plays a pivotal role in influencing the shareholders’ wealth maximization. Pandey (2003) defines dividend as the portion of a company’s net earnings which the directors recommend to be distributed to shareholders in proportion to their share holdings in the company. The Dividend Policy of a company determines what proportion of earnings will be distributed as dividends among its shareholders. In relation to dividend policy, many firms are focusing on the following concerns: how much of a firm’s earnings are to paid to shareholders as dividends? Does the company want to maintain a stable dividend policy or varying policy? Should the dividends are distributed in the form of cash or repurchasing stocks? However, the primary objective of a company’s financial managers is to maximize the shareholders wealth. For this an appropriate dividend policy that helps to increase the shareholders’ wealth has to be determined. An optimal Dividend Policy has the potential to increase the market price of share and as a result shareholders’ wealth.
Numerous studies on the dividend policy and shareholders’ wealth has been undertaken in both developed and developing countries. Some scholars argue that the dividend is important to the firm’s value (Azhagaiah & Priya (2008); De Angelo (2006); Balagobei (2008); Priya & Nimalathasan (2013); Wijekoon (2019)) whereas some scholars have proven that dividend is irrelevant to the generation of shareholders’ wealth (Miller & Scholes (1978); Tharshiga & Velnampy (2017)). The findings of these studies are are conflicting and contradictory. Additionally, if the dividend policy of an organization is relevant to shareholders value, it is important to understand how the dividend policy can impact market capitalization. So, the dividend policy has been an often debated and unresolved issue in corporate finance. Thus, the main problem of this study is to investigate how the dividend policy in Food, Beverage and Tobacco companies listed in Colombo Stock Exchange impact on its shareholders wealth.
2. methodology

As of 20th January 2020, the Colombo Stock Exchange (CSE) has 290 companies representing 20 GICS Industry groups and a market capitalization of Rs. 2,748.10 Bn. There are 50 companies listed in CSE as Food, Beverage and Tobacco Industry. The researchers selected sample of 20 companies out of the population using the random sampling method for this current study as annual reports are not available for some companies for certain years. The data was collected from the annual reports of 20 companies for the period from 2013 to 2019. Data was analyzed using software called Eviews9. Descriptive Statistics, Correlation Analysis, Regression Analysis and Variance Inflation Factor were employed for the data presentation and analysis.
The following hypotheses were formulated:
H1 – Dividend Payout Ratio has positive impact on Market Price per Share.

H2 – Dividend Yield has positive impact on Market Price per Share.

H3 – Dividend Per Share has positive impact on Market Price per Share.

H4 – Firm Size has positive impact on Market Price per Share.
MPS = β0 + β1 DPO + β2 DY + β3 DPS + β4 FS + ε
whereas,
MPS
=
Market Price per Share
DPO
=
Dividend Payout Ratio

DY
=
Dividend Yield

DPS
= 
Dividend Per Share

FS
=
Firm Size
3. RESULTS AND DISCUSSION

A. Descriptive Statistics
The descriptive statistics displays summary statistics for several variables in a single table and calculates standardized values namely mean median, maximum, minimum and observation. 
Table 1: Descriptive Statistics of the variables

Source: Survey Data 

	
	MPS
	DPO
	DY
	DPS
	FS

	 Mean
	 246.5317
	 0.148373
	 0.025641
	 3.337410
	 12.82255

	 Median
	 50.00000
	 0.364333
	 0.013356
	 1.000000
	 14.60282

	 Maximum
	 2799.900
	 12.99363
	 0.143674
	 59.47000
	 16.18358

	 Minimum
	 2.000000
	-44.32715
	 0.000000
	 0.000000
	 0.000000

	 Std. Dev.
	 506.5677
	 4.095664
	 0.030215
	 7.370389
	 4.315768

	 Observations
	 139
	 139
	 139
	 139
	 139


Table 1 describes the mean, median, maximum, mean and standard deviation of each variable in summary. The Market Price Per Share in Food, Beverage and Tobacco industry is Rs. 246.53 on average where as it ranges from the minimum value of Rs. 2 to the maximum value of Rs. 2799.90. The average value of Dividend Payout Ratio is 0.1483 where the 14.83% of the firms’ earnings are distributed to shareholders in the form of dividends. Its median value and standard deviation are 0.3643 and 4.09 respectively. Also, the Dividend Yield has a mean value of 0.0256 which reflects 2.56% proportion of the dividends paid on market price per share. The minimum and maximum Dividend Yield for this industry are 0 and 0.1436 respectively. The Dividend Per Share is Rs. 3.34 on average and its minimum value is 0 and maximum value is Rs. 59.47. Its standard deviation is 7.37. The Firm Size has an average value of 12.82 and its median is 14.60.
B. Correlation Analysis
Correlation analysis is a statistical technique that can be used for measuring the strength of association between two variables and their direction of relationship. In correlation analysis, the direction and magnitude of relationship are important. 
Table 2: Correlation Matrix of the variables

	Covariance Analysis: Ordinary

Date: 05/24/20   Time: 05:01

Sample: 2013 2019

Included observations: 139

Balanced sample (listwise missing value deletion)

	Correlation
	
	
	
	

	Probability
	MPS 
	DPO 
	DY 
	DPS 
	FS 

	MPS 
	1.000000
	
	
	
	

	
	----- 
	
	
	
	

	DPO 
	-0.081244
	1.000000
	
	
	

	
	0.3417
	----- 
	
	
	

	DY 
	-0.196378
	0.114709
	1.000000
	
	

	
	0.0205
	0.1787
	----- 
	
	

	DPS 
	0.143448
	-0.006919
	0.439927
	1.000000
	

	
	0.0921
	0.9356
	0.0000
	----- 
	

	FS 
	0.135865
	0.025634
	0.128545
	0.111946
	1.000000

	
	0.1108
	0.7645
	0.1315
	0.1895
	----- 


Source: Survey Data 

Table 2 depicts the correlation matrix of the variables. Based on this table, the Dividend Payout Ratio possesses negative relationship with the Market Price Per Share (r = -0.081244) but its relationship is insignificant at 95% confidence level (p > 0.05). Also, there is a negative correlation between Dividend Yield and Market Price Per Share (r = -0.196378).  However, their relationship is significant as its p-value is less than 0.05. The Dividend Per Share is positive but insignificantly correlated with the Market Price Per Share (r = 0.143448, p > 0.05). Also, the Firm Size has a positive relationship on the Market Price Per Share (r = 0.135865) but is not significant (p > 0.05).
C. Ordinary Least Square Regression
Ordinary Least Square Regression is a statistical process of estimating the relationship between independent and dependent variables where cause and effect relationships are identified. 
Table 3: Ordinary Least Square Regression

	Dependent Variable: MPS

Method: Panel Least Squares

Date: 05/24/20   Time: 05:00

Sample: 2013 2019

Periods included: 7

Cross-sections included: 20

Total panel (unbalanced) observations: 139

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	C
	102.5590
	129.6368
	0.791126
	0.4303

	DPO
	-5.609883
	10.06777
	-0.557212
	0.5783

	DY
	-5528.923
	1525.084
	-3.625323
	0.0004

	DPS
	18.66251
	6.200314
	3.009929
	0.0031

	FS
	17.49174
	9.569361
	1.827890
	0.0698

	R-squared
	0.127645
	    Mean dependent var
	246.5317

	Adjusted R-squared
	0.101605
	    S.D. dependent var
	506.5677

	S.E. of regression
	480.1436
	    Akaike info criterion
	15.22136

	Sum squared resid
	30892077
	    Schwarz criterion
	15.32691

	Log likelihood
	-1052.884
	    Hannan-Quinn criter.
	15.26425

	F-statistic
	4.901819
	    Durbin-Watson stat
	0.387362

	Prob(F-statistic)
	0.001015
	
	
	


Source: Survey Data

According to the Table 3 that explains the Ordinary Least Square Regression, the value of R squared is 0.1276. This reveals that the only 12.76% variation in the dependent variable Market Price Per Share is explained by the variation in the independent variables Dividend Payout Ratio, Dividend Yield and Dividend Per Share and the rest 87.24% is explained by the variation in other factors. The coefficient of Dividend Payout Ratio is -5.609883 which shows a negative relationship with Market Price Per Share. However, the Market Price Per Share is not significantly affected by Dividend Payout Ratio as its p value is greater than 0.05. This is supported by studies carried out by Balagobei and Selvaratnam (2018), Wanigasinghe (2013) and Tharshiga and Velnampy (2017). The Dividend Yield also possesses a negative relationship with Market Price Per Share (r = -5528.923), but it has a significant impact on Market Price Per Share (p = 0.0004). On the other hand, Dividend Per Share significantly and positively impacts on Market Price Per Share (r = 18.66251, p = 0.0031) which is matched with findings of Balagobei and Selvaratnam (2018) and Tharshiga and Velnampy (2017). But the Market Price Per Share does not get affected significantly by the Firm Size.
D. Variance Inflation Factor test
Variance Inflation factor is a method to measure if multicollinearity problem between two more independent variables. If there is strong correlation between independent variables, this may lead to multicollinearity problem.
Table 4: VIF Test
	Variance Inflation Factors

Date: 05/24/20   Time: 05:05

Sample: 1 140

Included observations: 139

	
	Coefficient
	Uncentered
	Centered

	Variable
	Variance
	VIF
	VIF

	C
	 16806.32
	 10.13279
	 NA

	DPO
	 101.3635
	 1.019118
	 1.017772

	DY
	 2325945.
	 2.193096
	 1.271094

	DPS
	 38.44511
	 1.508230
	 1.250086

	FS
	 91.57603
	 10.09891
	 1.020983


Source: Survey Data

The above Table 4 depicts the Variance Inflation Factor test. The values of Centered VIF for Dividend Payout Ratio, Dividend Yield, Dividend Per Share and Firm Size are 1.02, 1.27, 1.25 and 1.02 respectively. The values of Centered VIF for independent variables are below 10. As suggested by Nachane (2006), a VIF less than 10.00 are acceptable. Table 4 comprises the Centered value that is less than 10. Thus, there is no multi collinearity problem among the independent variables. 
4. conclusions/RECOMMENDATIONS

The researchers undertook this study to identify the impact of dividend policy that is determined by the management on shareholders wealth. As per the analysis made via Eviews using Ordinary Least Square regression, the findings revealed that the Dividend Payout Ratio and Dividend Yield have a negative impact on shareholders’ wealth. So, the hypotheses H1 and H2 need to be rejected. This is consistent with the findings of Baker et al (2001) and Wijekoon (2019). On the other hand, shareholders wealth gets affected positively by the Dividend Per Share and Firm Size. Accordingly, the researchers’ findings are supported with Balagobei and Selvaratnam (2018) and Wanigasinghe (2013) that the shareholders wealth is negatively influenced by the Dividend Policy. Hence, the findings of this study do not support the Agency Theory, the Bird in Hand theory or the Signaling theory as the Dividend Payout Ratio and the Dividend Yield had a negative impact on market value per share. 
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