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ABSTRACT

The purpose of this research is to reveal at the influence of board independence on dividend policy of
firms listed on the Ghana Stock Exchange. We employ a panel dataset covering the period 2008-2018 and apply
the generalized method of moments technique. The results reveal that dividend per share is positively and
significantly driven by board independence. We also find that larger audit committees are more likely to result in
higher dividend payouts. On the other hand, frequent board meetings and remuneration committees reduce
dividend payments. We further document that firm age has a significant positive impact on dividend payment.
The findings suggest that increasing the proportion of non-executive directors will help preserve shareholders'
interest by allowing for higher dividend payments.
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Kurumsal Yonetimin Firma Temettii Politikas1 Uzerindeki Etkisi: Gana Ornegi
OZET

Bu ¢alismanmin amaci, yonetim kurulu bagimsizliginin Gana Menkul Kiymetler Borsasi'nda iglem géren
firmalarin temettii politikast tizerindeki etkisinin ortaya konulmasidir. 2008-2018 dénemini kapsayan ¢alismada,
panel veri analizi yapilarak genellestirilmis momentler yéntemi uygulanmistir. Calismamin bulgulari
incelendiginde, hisse basina temettii 6demesi iizerinde yonetim kurulu bagimsizliginin istatistiksel olarak anlamli
ve pozitif bir etkiye sahip oldugu ayrica, denetim komiteleri biiyiidiikce sirketlerin verdikleri temettii miktarinin
da daha fazla olmaswin olasit oldugu ortaya konulmugstur. Ek olarak, yonetim kurulu ve iicret komitelerinin
toplanti sikliginin da, temettii odemelerini azalttigi ayrica, firma yasinin temettii 6denmesi tizerinde pozitif ve
istatistiksel olarak anlaml bir etkisi oldugu bulunmugstur. Calismanin bulgulari, harici iist diizey yoneticilerin
orammmin artirdmasinin, daha yiiksek temettii 6demelerine izin verilmesine ve boylelikle hissedarlarin
¢tkarlarimin korunmasina yardimct olacagini gostermektedir.

Anahtar Kelimeler: Kurumsal Yonetim, Yonetim Kurulu Bagimsizligi, Temettii Politikasi, GMY, Gana.
JEL Siiflandirmasr: G30, G34, G35.

* This study was presented at 8th International Congress on Accounting and Finance Research held between 4th-
7th of November 2021, Malatya, Turkey and only the abstract was published in the Conference Abstract Book.
Makale Gonderim Tarihi: 27.01.2022, Makale Kabul Tarihi: 02.03.2022, Makale Tiirii: Nicel Arastirma

** Ph.D. Student, Ankara Yildirim Beyazit University, kassiibrahim@gmail.com, ORCID:0000-0003-4424-
996X.

*** Prof. Dr., Ankara Yildirim Beyazit University, akapusuzoglu@ybu.edu.tr, ORCID:0000-0002-4280-3827.

“** Prof. Dr., Ankara Yildirim Beyazit University, nbceylan@ybu.edu.tr, ORCID:0000-0003-3128-8863

223



The Journal of Accounting and Finance- April 2022 (94): 223-238

1. INTRODUCTION

Dividend policy is perhaps one of the most widely disputed topics in corporate
finance. It has indeed inspired a lot of theoretical modelling and empirical investigations from
researchers in finance. Notwithstanding the considerable scholarly research and discourse, the
rationale for corporate dividend payment is still a bit of a puzzle as proclaimed by Black
(1976: 5). Similarly, Brealey and Myers (2003) conclude that dividend policy is among the
most noticeable baffling issues in finance. Over decades, research on dividend policy has
primarily focused on developed economies. In recent years, however, due to capital market
development and increased investment in emerging and developing economies, dividend
policy research has gained significant interest in these markets exacerbating the dividend
puzzle (Al-Najjar and Kilincarslan, 2019: 205).

Determining an appropriate dividend policy by firms remains contentious and requires
judgment on the part of corporate decision-makers. There is growing consensus that no single
factor explains firm dividend payment (Amidu and Abor, 2006: 136). In addition to extant
dividend theories, prior research has demonstrated that a firm’s dividend decision is impacted
by a range of firm-level factors (see Yusof and Ismail, 2016; Jaara et al., 2018; Baker et al.,
2019; Yakubu, 2019; Paramita, 2020; Bakri and Abd Jalil, 2021; Hartono et al., 2021;
Kuswanto and Kharisma, 2012; Tinungki et al., 2022). However, a key area that has gained
less scholarly attention is the influence of corporate governance on firms’ dividend payment
policy despite the fact that corporate governance is essential to firms’ sustainability.

The purpose of this research is to extend the discussion on dividend policy
determinants, particularly in the realm of developing economies by examining how board
independence affects the firm dividend policy of Ghanaian listed companies. In recent years,
there has been an increase in investment in Ghanaian companies by multinational
corporations and investors. Also, there have been many calls for the best corporate
governance practices of firms in Ghana given the fact that shareholders are significantly
affected by how firms are governed. The efforts to enhance the corporate governance systems
have been fruitful with the enactment of the Corporate Governance Code and other industry-
specific guidelines for best practices. The question remains: does the recent improvement in
the corporate governance system in Ghana serve corporate shareholders’ interests? This study
attempts to provide answers to this question by examining how corporate governance
mechanisms, specifically board independence influences dividend payments to shareholders.
The independence of the board of directors is among the most important corporate
governance measures which ensure the integrity of corporate boards, quality of decision
making, and long-term corporate performance.

Arguably, corporate success is largely dependent on how corporate boards are
structured. In Ghana, a company’s board size should ideally range from eight executives to
sixteen board members according to Ghana’s Corporate Governance Code (Botchway and
Quaye, 2021). It is required that firms create a balanced board composed of both corporate
executives and independent directors, with approximately 30 percent as non-executive
members. With registered financial entities, the Bank of Ghana mandates that a board should
comprise five to thirteen directors and that independent directors must constitute the largest
portion of the board.
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We argue that since the final decision on dividends rests on the corporate board, the
composition of a company’s board, especially non-executive directors can greatly
overshadow managerial decisions that could potentially affect dividend policy. By definition,
non-executive directors, also known as outside directors or independent directors are
members of the corporate board who provide independent advice to the corporation and have
no responsibility in the daily operations of the firm (https://corporatefinanceinstitute.com,
06.02.2022). Non-executive directors as entrusted by shareholders help mitigate the agency
problem in the firm by pursuing shareholders’ interests. Agitating for higher dividend
payment is one of the approaches by which independent directors can serve shareholders’
interests and also curtail the agency problem between managers and corporate owners
(Bathala and Rao, 1995: 59). In this study, we seek to find out whether increasing the
proportion of non-executive directors leads to higher dividend payouts among listed firms in
Ghana.

Our study mainly contributes to the insufficient attempts on the corporate governance-
dividend payout nexus in developing economies, specifically the link between board
independence and dividend payment. Besides, in the Ghanaian context, there is scanty
research on how dividend policy is influenced by corporate governance variables. The
empirical works of Bokpin (2011) and Asamoah (2011) are notable studies that have
examined the effect of corporate governance on dividend payment in Ghana. While Bokpin
(2011) found no significant link between board independence and dividend payment,
Asamoah (2011) established a significant negative impact of independent directors on
dividend payout. Apart from the contradictory findings, both studies employed the traditional
panel analytical approaches, which are prone to endogeneity issues and lead to biased
conclusions. The authors also relied on few firms with short sample periods. This study thus
aims to advance the works of Bokpin (2011) and Asamoah (2011) on the link between
corporate governance and dividend policy by utilizing a recent dataset of Ghanaian quoted
firms. By applying the dynamic generalized method of moments (GMM) technique, we
overcome any possible endogeneity problems in the study.

The outline for the remainder of the paper is as follows: Section 2 focuses on the
literature review. The data and methodology are discussed in the third section. Section 4
presents the empirical findings and Section 5 wraps up the paper with conclusions.

2. LITERATURE REVIEW
2.1. Theoretical Background

In an attempt to resolve the dividend puzzle, several theories have been proposed and
empirically tested. In this section, we discuss some of these theories in the literature. We
begin with Miller and Modigliani’s (1961) dividend irrelevance theory. With the assumption
that capital markets are perfect, this theory argues that dividend payment is irrelevant and
adds no value to firms. According to the theory, a firm’s current market value is driven by its
ability to generate more profits and not by how income is distributed. Also, the theory asserts
that dividend payments are detrimental to firm growth since such cash outflows could be
reinvested to earn more returns for the firm.

225


https://corporatefinanceinstitute.com/resources/knowledge/finance/non-executive-director/

The Journal of Accounting and Finance- April 2022 (94): 223-238

Contrary to the irrelevancy hypothesis, other theories for instance the bird-in-the-hand
proposition acknowledge that dividend payments matter for firm value and significantly
improve the wealth of shareholders. The theory is predicated on the premise that investors
tend to favour dividend payments over capital gains given the fact that capital gains are
uncertain. Dividend payments therefore increase shareholders’ value by lessening their
income (cash inflow) uncertainties. In essence, the theory asserts that for firms to increase
their value it is essential to increase dividend payments to shareholders (Gordon, 1959: 99).

The signalling theory is another commonly discussed theory in dividend studies. It
contends that information asymmetry exists between corporate managers and investors, where
outside investors can only access public information about the firm. Dividend payment is used
by managers to communicate to prospective investors about the present state of the firm as
well as its future prospects. Firms that are optimistic that they will perform well in the future
have a higher tendency to pay more dividends. Conversely, firms without higher performance
prospects refrain from such higher payouts. As a result, investors tend to invest in firms with
higher dividend payment policies.

In addition, the agency theory by Jensen and Meckling (1976) has been considerably
deliberated in the studies of dividend behaviour. The theory explains the main problems
arising in the corporation owing to separating control or management and firm ownership. In
the perspective of dividend policy, the agency theory holds that corporate managers may tend
to pursue a dividend policy to favour their personal interests rather than adopting a policy that
maximizes corporate shareholders’ value. The theory therefore suggests that higher cash flow
firms can reduce the amount of cash available for managers by paying higher dividends to
shareholders. This helps in mitigating agency conflicts and increases corporate value. The
theory views board independence as one of the effective mechanisms for overseeing
managers' activities, and so eliminating agency issues in the firm.

2.2. Empirical Studies on the Impact of Board Independence on Dividend Policy

The extant literature on board independence and dividend payment relationship is
quite scanty and provides conflicting results. Some studies evidenced that board independence
enhances firm dividend policy. For instance, applying the random effect panel technique,
Setia-Atmaja (2010) finds that increasing the ratio of independent directors leads to higher
dividend payments of family-controlled firms in Australia. Al Shabibi and Ramesh (2011)
establish that dividend payment of non-financial companies in the UK is positively influenced
by board independence. Ranti (2013) evidences a positive influence of independent directors
on dividend payout of quoted Nigerian firms. Riaz et al. (2016) report a positive effect of
board independence on the dividend distribution of financial and non-financial firms in
Pakistan. Employing the fixed effects method with data of non-financial firms, Tahir et al.
(2020) document a positive impact of board independence on the payment of dividends in
Malaysia. Kilincarslan (2021) finds that board independence strongly influences the dividend
decisions of family firms in Turkey. Alshabibi et al. (2021) show a positive significant
influence of board independence on payout policy in Oman over the period 2009-2019.

Contrary to the preceding evidence, Asamoah (2011) in the case of Ghana find a
significant negative impact of independent executives on dividend payment. Shehu (2015)
also notes that the presence of independent directors reduces firms’ dividend distribution in
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Malaysia. Using the logistic regression technique and a sample of firms in the US, Thompson
and Manu (2021) report that board independence has a detrimental impact on dividend
payment. According to Boshnak (2021), board independence diminishes the proclivity of
firms in Saudi Arabia to issue dividends. Other studies (see Bokpin, 2011; Ajanthan, 2013;
Elmagrhi et al., 2017; Siregar et al., 2022) document that the independence of corporate
boards has no significant effect on cash dividend payment.

In Table 1, we provide a summary of the empirical studies on the impact of board
independence on firm dividend policy.

Table 1: Empirical Studies on Board Independence and Dividend Payout Nexus

Author(s) Country Technique Results
Al-Najjar and Hussainey (2009) UK Tobit and logit regression Negative
Setia-Atmaja (2010) Australia Random effect Positive
Al Shabibi and Ramesh (2011) UK OoLS Positive
Asamoah (2011) Ghana Logistic regression Negative
Bokpin (2011) Ghana Fixed effect No relationship
Ranti (2013) Nigeria Regression Positive
Ajanthan (2013) Sri Lanka No relationship
Musiega et al. (2013) Kenya OLS Negative
Shehu (2015) Malaysia oLS Negative
Uwalomwa et al. (2015) Nigeria OoLS Positive
Riaz et al. (2016) Pakistan OoLS Positive
Shahid et al. (2016) Pakistan and India OLS and fixed effect Positive
Elmagrhi et al. (2017) UK 2SLS and fixed effect No relationship
Pahi and Yadav (2018) India Tobit and logit regression Negative
Rajput and Jhunjhunwala (2019) India Tobit and logit regression Positive
Tahir et al. (2020) Malaysia Fixed effect Positive
Aziza et al. (2020) Indonesia Multiple regression Positive
Kilincarslan (2021) Turkey Random effect Positive
Thompson and Manu (2021) USA Fixed and logistic Negative
regression
Alshabibi et al. (2021) Oman OLS Positive
Boshnak (2021) Saudi Arabia OLS, 2SLS, and random Negative
effect
Nazar (2021) Sri Lanka GMM Negative
Farooque et al. (2021) Australia Random effect and OLS Positive
Amedi and Mustafa (2021) Jordan PCSE Positive
Siregar et al. (2022) Southeast Asia Fixed effect No relationship

Notes:
OLS - Ordinary Least Squares
2SLS — Two-stage Least Squares

GMM — Generalized Method of Moments
PCSE — Panel Corrected Standard Errors

3. RESEARCH METHODOLOGY
3.1. Data Set

In Ghana, there are 42 companies listed on the stock exchange. However, due to
limited data availability, the data for this study is drawn from thirty (30) companies that are
actively listed on the Ghana Stock Exchange, and it covers the period 2008 to 2018. The
sampled companies comprise both firms operating in the financial and non-financial sectors.
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Twelve (12) of the firms are in the financial sector while the rest of the eighteen (18) firms are
non-financial and operate in the real sector. The data is extracted from the annual reports of
the companies covering the study period.

3.2. Variables and Hypotheses
3.2.1. Dependent Variable

Dividend policy is the dependent variable. Following prior studies (Imran, 2011; Gul
et al., 2012; Ansar et al., 2015; Farrukh et al., 2017), we use dividend per share in Ghana
cedis as a proxy for dividend policy.

3.2.2. Independent Variables

Board independence is the main independent factor in our analysis. Other board
characteristics in the study include remuneration committee, board meetings, and audit
committee size. We also controlled for the age of the firm. The definitions and expected
relationships between these variables and dividend policy are given below.

3.2.2.1. Board Independence

Theoretically, both the agency and the resource dependency theories advocate for
more independent executives on the corporate board. As stipulated by the agency theory,
increasing the number of non-executive members ensures proper monitoring of managers’
activities and resolves the agency problem (Jensen and Meckling, 1976: 305). Outside
directors form the backbone of the corporate board due to their immense expertise and
experience. Outside directors ensure that shareholders’ interests are served including higher
dividend payouts. Most of the extant studies show that dividend policy is directly influenced
by board independence (Shahid et al., 2016; Kilincarslan, 2021; Alshabibi et al., 2021;
Farooque et al., 2021; Amedi and Mustafa, 2021). Board independence is the proportion of
independent executives on a company's board. We anticipate that board independence will
have a positive effect on dividend payment.

H:: Board independence positively influences dividend policy.
3.2.2.2. Remuneration Committee

Remuneration is the monetary and non-monetary compensation that a company’s
executive or an employee receives for performing their duties. This takes the form of salaries
or wages, commissions, bonuses, incentives, etc. The remuneration committee is tasked with
the responsibility of designing an adequate reward scheme that inspires corporate executives
to work diligently to accomplish shareholders’ interests. The remuneration committee is
committed to ensuring that the agency problem affecting directors’ compensation is
adequately addressed. Although the impact of remuneration committee is inadequately
examined in the literature, the study anticipates the presence of a remuneration committee to
positively drive dividend payout policy. In measuring remuneration committee, we use a
dummy variable. That is, 1 if a company has a remuneration committee and 0 for otherwise.

Hz: Remuneration committee and dividend policy are positively related.
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3.2.2.3. Board Meetings

The frequency of meetings is determined by the number of meetings the board held
annually. Eluyela et al. (2018) indicated that frequent board meeting is an essential
mechanism for monitoring corporate activities. Also, frequent board meetings demonstrate
board effectiveness, which is likely to reduce agency costs and enhance dividend payments to
shareholders (Alshabibi et al., 2021: 218). Riaz et al. (2016) and Boonyanet and Promsen
(2020) reveal that regular board meetings lead to higher dividend payments. Following these
arguments, a positive impact of board meetings on firm dividend payout is assumed.

Hs: Board meetings positively affect a firm’s dividend policy.
3.2.2.4. Audit Committee Size

To enhance financial reporting quality, firms need to create a strong audit committee
(Razaee, 2008: 1). A larger audit committee can effectively enhance monitoring and also
constrain the unscrupulous practices of corporate managers, and this may contribute
significantly to serving shareholders’ interests. Hence, a positive impact of audit committee
size on firm dividend payment is expected. The audit committee size is considered as the
number of directors constituting the committee.

Ha: Audit committee size and dividend policy are positively related.
3.2.2.5. Firm Age

In measuring firm age, we use the operating period of a firm since its inception.
According to the maturity hypothesis, older firms often have stable revenue and fewer
investment prospects, allowing them to maintain more funds (DeAngelo et al., 2006: 227). So,
they might indeed pay more cash dividends than younger firms. We therefore hypothesize that
firm age should positively affect dividend payment.

Hs: The older a firm is the more dividends it pays out.

3.3. Model Specification

The panel regression model is expressed in its generic form as follows:

Yit=a + BXit + &it (1)

The subscript i indicates the cross-sectional dimension of the firms and t is time
period. The dependent variable is represented by Y and X denotes the explanatory or
independent factors. The coefficient of the regressors and the error term are symbolized by
and ¢ respectively.

To analyze the link between board independence and the other explanatory variables
on dividend policy, the following empirical model is specified:

DIVit = o + B1BINDit + B2REMCi; + BsBMETi + PsACSIZEit + BsAGEi + gt (2)
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The acronyms DIV, BIND, REMC, BMET, ACSIZE, and AGE are dividend payout,
board independence, remuneration committee, board meeting, audit committee size, and firm
age respectively. As a means of dealing with endogeneity problems, we estimate the model
adopting the generalized method of moments (GMM) technique by Arellano and Bond (1991.:
277). Another important reason for using the GMM technique is that a lagged value of the
dependent variable can be included in the model as an independent variable. In this case,
equation (2) is respecified as follows to include the lag of the dependent variable.

DIVit = aDIVit1 + B1BINDjt + B2REMCit + BsBMETi + PsACSIZEit + BsAGEit + it (3)

4. EMPIRICAL RESULTS
4.1. Descriptive Statistics

Table 2 depicts the data summary statistics. The study observes that Ghanaian firms on
average pay 0.129 pesewas as dividends and the maximum dividend per share value is 6.570
Ghana cedis. The average of members constituting non-executive directors is 6 with a
maximum of 12. This indicates that non-executive directors represent a reasonable portion of
the corporate boards of listed firms in Ghana. Generally, the boards meet 5 times a year on
average and a maximum of 27 meetings in a calendar year. The firms on average have 4
members on the audit committee.

Table 2: Descriptive Statistics

DIV BIND REMC BMET ACSIZE AGE
Mean 0.129 6.321 0.403 4.825 3.862 41.830
Maximum 6.570 12.000 1.000 27.000 9.000 122.000
Minimum 0.000 2.000 0.000 4.000 2.000 0.000
Std. Dev. 0.500 2.082 0.491 2.478 1.150 22.714

4.2. Correlation and Multicollinearity Analysis

Table 3 presents a summary of the correlation analysis. In addition, the variance
inflation factor (VIF) analysis is carried out to determine whether or not there is
multicollinearity. Overall, it can be observed that the variables are weekly associated. That is,
the correlation coefficients are very low. As a general rule, multicollinearity is evidenced by a
VIF value above 10 and a tolerance value below 0.1 (Yakubu, 2019: 8). From the analysis, we
infer that there is no multicollinearity problem since the values of the VIFs for each of the
independent variables are low and the tolerances are within acceptable limits.

Table 3: Correlation and Multicollinearity Analysis Results

DIV BIND REMC BMET ACSIZE AGE
DIV 1.000
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BIND -0.003 1.000
REMC 0.048 0.384 1.000
BMET -0.031 0.287 0.203 1.000
ACSIZE 0.055 0.357 0.295 0.284 1.000
AGE -0.102 -0.271 -0.446 -0.085 -0.201 1.000
VIF 1.33 1.42 1.14 1.23 1.27
Tolerance 0.754 0.705 0.874 0.811 0.786

4.3. Regression Analysis Results

The GMM analytical approach is used in this study and the results are reported in
Table 4. Before delving into the key findings, we briefly discuss the diagnostic tests. The
Sargan test results demonstrate that the research instruments are valid. From the Wald tests
results, we conclude that our model is fit and significant. In addition, the Arellano and Bond
(AR) tests indicate that there is no autocorrelation in our analysis, thus confirming the
reliability of our model.

Table 4: Regression Analysis Results

Variables GMM Estimates
Dividend Policy (DIV+.1) -0.04063***
(0.00007)
Board Independence (BIND) 0.00380***
(0.00019)
Renumeration Committee (REMC) -0.00843***
(0.00088)
Board Meetings (BMET) -0.00967***
(0.00007)
Audit Committee Size (ACSIZE) 0.0418***
(0.00008)
Firm Age (AGE) 0.00733***
(0.00011)
Constant -0.350***
(0.01013)
Arellano—Bond AR (1) -1.131
(p-value) [0.258]
Arellano—Bond AR (2) -0.700
(p-value) [0.484]
Sargan test 18.853
(p-value) [0.988]
p-value (Wald-test y?) [0.000]

Notes: Standard errors in parentheses, *** p<0.01 Values in [ ] are p-values

Turning to the key findings, the regression estimates show that the
independence of the board of directors has a positive and significant influence on dividend
payment. The result suggests that the possibility of paying dividends rises by 0.38 percent for
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a percentage increase in independent executives on the corporate board. This result is aligned
with earlier studies (Shahid et al., 2016; Tahir et al., 2020; Kilincarslan, 2021; Alshabibi et
al.,, 2021; Farooque et al., 2021; Amedi and Mustafa, 2021). The result implies that
independent directors of Ghanaian listed firms push for higher cash dividends, thereby
serving the best interests of corporate shareholders. The finding further bolsters the
presumption of the agency theory by demonstrating that non-executive directors and dividend
payments are complementary approaches to addressing the manager-shareholder agency
problem in the firm.

The effect of the presence of remuneration committee on dividend payment is negative
and significant. This signifies that establishing a remuneration committee could result in a
lower dividend payment by listed firms in Ghana which is not typically favoured by corporate
shareholders. The finding contradicts our established hypothesis.

The number of corporate board meetings held annually has a negative significant
impact on dividend per share. This suggests that rather than prioritizing concerns relating to
dividend payments, the respective boards of the quoted companies are perhaps spending more
of their time discussing other matters during their regular meetings. The result opposes the
findings of Riaz et al. (2016) and Boonyanet and Promsen (2020).

Audit committee size positively and significantly influences corporate dividend
payment. This finding conforms with our hypothesis and the results of EImgrhi et al. (2017:
459) and Kilincarslan (2021). The implication is that larger audit committees can help
improve corporate monitoring by ensuring that funds are not misappropriated but rather used
for cash dividend payment to shareholders.

The findings reveal that firm age and dividend payment are positively and
significantly. The result suggests that older firms in Ghana are capable of paying more cash
dividends, thus supporting the maturity hypothesis (DeAngelo et al., 2006: 227). The finding
also syncs with the result established by Tamimi et al. (2014) in the case of Iranian firms.

5. CONCLUSION AND DISCUSSIONS

Several theories have been proposed by various authors in an attempt to comprehend
dividend behaviour. Despite this, dividend policy continues to be a conundrum, as there is no
single factor that motivates corporations to pay dividends. In the literature, it is evidenced that
firms’ dividend decisions are influenced by a myriad of factors. This paper delves into the
factors that drive dividend policy in the context of corporate governance. More specifically,
we examine how board independence influences the corporate dividend policy of Ghanaian
quoted firms. The study employs a panel dataset covering the period 2008-2018. Using the
generalized method of moments technique, the results reveal that dividend per share is
positively and significantly driven by board independence. We also find that the larger the
audit committee, the greater the chances of more dividend payments. On the other hand,
frequent board meetings and remuneration committees reduce dividend payments. We further
document that firm age significantly and positively affects dividend payment.

Non-executive directors as entrusted by shareholders help mitigate the agency problem
in the firm by pursuing shareholders’ interests. Agitating for higher dividend payment is one
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of the approaches by which independent directors serve shareholders’ interests and also
curtail the agency problem between managers and corporate owners. Given this premise, our
study adds to the growing body of literature on corporate governance-dividend policy
relationship and provides critical evidence that independence of the corporate board is an
indispensable governance mechanism driving dividend payment of Ghanaian listed firms. We
therefore recommend that firms in Ghana should consider increasing the ratio of independent
executives on the corporate board. Aside from this, independent directors should be given the
space to take a more active role in the firm rather than simply serving as an oversight
authority. Similarly, increasing the number of executives on the audit committee will aid in
protecting the interests of shareholders by allowing for higher dividend payments. Due to
limited data, our study is focused on only listed firms. Future research can consider collecting
data from non-listed firms for a more inclusive analysis. Additionally, macroeconomic and
institutional factors as well as cultural and religious factors relating to corporate directors can
be controlled for in the analysis of the board independence and dividend payment nexus.
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