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The study of relationship between CEO power and the likelihood of
paying dividends with respect to profitability and cash flow volatility

Abstract

The CEO is generally known as one of the most powerful members of the company. The
CEO's power is usually created due to legal authority and expertise. Therefore, it is not far-
fetched to expect the effectiveness of the company's goals and plans, the company's internal
structure and processes from the power of the CEO. On the other hand, investors rely on the
financial information contained in the financial statements of business units and companies,
especially the reported profit, for their investment decisions. Basically, shareholders believe
that a uniform dividend warrants a higher dividend payout compared to a fluctuating
dividend. The information about the profit distribution not only shows a clear picture of the
current state of the company, but also allows users, especially shareholders, to estimate and
evaluate its future state, which is undoubtedly effective in their decision-making process. The
main purpose of this research is to examine the relationship between the CEQO's power and the
probability of paying dividends with regard to profitability and cash flow fluctuations. In this
research, the collected data were summarized, classified and calculated by Excel software and
finally tested through Eviews and Stata software. For this purpose, 132 companies and the
number of 660 observations of company-years during the period of 2018-2022 were
examined. From the point of view of the goal, this research is a part of applied research and
in terms of its nature and method, it is a descriptive type of correlation. The findings showed
that there is a significant relationship between the power of the CEO and the probability of
paying dividends. Low profitability and high cash flow volatility have a significant effect on
the relationship between CEO power and the probability of paying dividends.
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power of CEO, likelihood of paying dividends, profitability, cash flow volatility.




