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Abstract

Easterbrook (1984) related dividend policy and the agency problems. He
indicated dividend payment would force company to raise their funds from
capital markets, and lead to lessen agency problems by outside mechanisms of
monitoring. Following Easterbrook’s argument, we explore the impacts of
asymmetric information, free cash flow and growth opportunity on dividend
payment. Our sample includes 2105 event companies listed on Taiwan Stock
Exchange during 1993-2000. Evidences show that: Firstly, to reduce agency
problems, companies with higher information asymmetry are associated with
higher dividends. Secondly, free cash flow has positive effect on dividend
payment. Finally, we found that companies with higher growth opportunity
would pay fewer dividends.
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