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		Abstract

		This paper examines how the quality of firm information disclosure affects shareholders' use of dividends to mitigate agency problems.  Managerial compensation is linked to firm value.  However, because the manager and shareholders are asymmetrically informed, the manager can manipulate the firm's accounting information to increase perceived firm value.  Dividends can limit such practices by adding to the cost faced by a manager manipulating earnings.  Empirical tests match model predictions.  Dividend-paying firms show less evidence of earnings management. Furthermore, nondividend payers changed earnings announcement behavior more than dividend payers following the Sarbanes-Oxley Act, a law that increased financial disclosures. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Dividends, earnings management, information asymmetry, Sarbanes-Oxley Act, financial disclosure

	
	

	
    

    
	

	
	
		JEL Classification: G30, G35, K22, M41, M43

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Vojtech,  Cindy M., The Relationship Between Information Asymmetry and Dividend Policy (March 3, 2012). FEDS Working Paper No. 2012-13,  Available at SSRN: https://ssrn.com/abstract=2051018 or http://dx.doi.org/10.2139/ssrn.2051018 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Cindy M. Vojtech (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Board of Governors of the Federal Reserve System]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Board of Governors of the Federal Reserve System  ( email )

			

			
			
				
				
				
					20th Street and Constitution Avenue NW
Washington, DC  20551
United States

				

				
			

			
				
				
					HOME PAGE: http://https://www.federalreserve.gov/econres/cindy-m-vojtech.htm
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      943

			

		
		
		
			Abstract Views

			    3,790

		

		
		 
		
			Rank

			   45,834

		

		
	


	

	
		
			
				       55 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Corporate Finance: Capital Structure & Payout Policies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Capital Structure & Payout Policies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,644

                                    

                                    
                                        PAPERS

                                           15,035

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,900

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Board of Governors of the Federal Reserve System Research Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Board of Governors of the Federal Reserve System Research Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,053

                                    

                                    
                                        PAPERS

                                            3,218

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Board Research Library at Board of Governors of the Federal Reserve System

                                    

                                
                            

                        

                    

                
	
                    Wharton Research Data Services (WRDS) Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Wharton Research Data Services (WRDS) Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,032

                                    

                                    
                                        PAPERS

                                            4,361

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Robert Zarazowski at Wharton Research Data Services (WRDS), Rui Dai at Wharton Research Data Services (WRDS), Jun Wu at Wharton Research Data Services (WRDS)

                                    

                                
                            

                        

                    

                
	
                    Leadership Selection & Compensation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Leadership Selection & Compensation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,074

                                    

                                    
                                        PAPERS

                                              453

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Nitin Nohria at Harvard Business School, Rakesh Khurana at Harvard Business School

                                    

                                
                            

                        

                    

                
	
                    Organizations & Markets: Motivation & Incentives eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Organizations & Markets: Motivation & Incentives eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,062

                                    

                                    
                                        PAPERS

                                            5,318

                                    

                                

                                
                            

                        

                    

                
	
                    Microeconomics: Asymmetric & Private Information eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Asymmetric & Private Information eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              848

                                    

                                    
                                        PAPERS

                                            9,544

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: Corporate Finance & Governance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Corporate Finance & Governance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              653

                                    

                                    
                                        PAPERS

                                           13,432

                                    

                                

                                
                            

                        

                    

                
	
                    Organizational Behavior & Key Stakeholders eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Organizational Behavior & Key Stakeholders eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              241

                                    

                                    
                                        PAPERS

                                              796

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        David C. Logan at California Medical Association (CMA) WellnessUniversity of Southern California - Marshall School of Business

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Disappearing Dividends: Changing Firm Characteristics or Lower Propensity to Pay?

                        
                            By
                                
                                
                                    
                                    Eugene F. Fama
                                     and 
                                
                                    
                                    Kenneth R. French
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Dividends, Share Repurchases, and the Substitution Hypothesis

                        
                            By
                                
                                
                                    
                                    Gustavo Grullon
                                     and 
                                
                                    
                                    Roni Michaely
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Payout Policy in the 21st Century

                        
                            By
                                
                                
                                    
                                    Alon Brav, 
                                    
                                
                                    
                                    John R. Graham, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Payout Policy in the 21st Century

                            
                                By
                                    
                                    
                                        
                                        Alon Brav, 
                                        
                                    
                                        
                                        Campbell R. Harvey, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Financial Flexibility and the Choice between Dividends and Stock Repurchases

                            
                                By
                                    
                                    
                                        
                                        Clifford P. Stephens, 
                                        
                                    
                                        
                                        Murali Jagannathan, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Payout Policy

                            
                                By
                                    
                                    
                                        
                                        Roni Michaely
                                         and 
                                    
                                        
                                        Franklin Allen
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Payout Policy

                            
                                By
                                    
                                    
                                        
                                        Joan Farre-mensa, 
                                        
                                    
                                        
                                        Roni Michaely, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Payout Policy in the 21th Century: The Data

                            
                                By
                                    
                                    
                                        
                                        Alon Brav, 
                                        
                                    
                                        
                                        Campbell R. Harvey, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Catering Theory of Dividends

                            
                                By
                                    
                                    
                                        
                                        Malcolm P. Baker
                                         and 
                                    
                                        
                                        Jeffrey Wurgler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Catering Theory of Dividends

                            
                                By
                                    
                                    
                                        
                                        Malcolm P. Baker
                                         and 
                                    
                                        
                                        Jeffrey Wurgler
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.096 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
