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Abstract 
 

This paper seeks to identify the determinants of value creation in the Nigerian banking industry. The data for the 

study are secondary (cross-sectional and time-series) data.  All the 21 universal bankslisted on the Nigerian Stock 

Exchange(NSE)are selected for the study. The secondary data are analysed using the Ordinary Least Squares 
Method. It is found that in the Nigerian banking industry,profitability anddividend policy have significant 

relationships with the creation of shareholder value while financial policydoes not.It shows thatgiving the pursuit 

of the profitability objective a greater attention than other objectives may not necessarily be counter-productive. 
The study recommends, among other things, thatindustry regulators and practitioners in the Nigerian banking 

industry seeking to create value for shareholders should focus on the improvement of profitability and the 

development and adoption of sound dividend policiesas better determinants of shareholder value. 
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1. Introduction 
 

Organizations seek to improve performance and create value in terms of additional wealth for their shareholders 

and increased satisfaction to their customers and other stakeholders. To achieve this objective, they employ 

different types of performance management systems. As a result, recent decades have seen a plethora of new 
management approaches for improving organizational performance. Koller (1994:87) however observes that 

while many of these performance management systems have succeeded, many others have not. He argues further 

that “the cause of failure was often performance targets that were unclear or not properly aligned with the ultimate 

goal of creating value”. In their own opinion, Echebarria-Miguel and Barrutia-Legarreta (1999: 113-36) describe 
the unsuccessful performance management systems as „fractional approaches to business realities‟. That is why 

they are no longer effective in a world where the organisational environment has become progressively more 

complex. 
 

Therefore, in order to approach business realities with more appropriate and realistic measures, a new 

management concept has emerged. That is:Value Creation - a renewed approach to business management which 

pursues the creation of shareholder value through the delivery of value to customers and business associates 
(Echebarria-Miguel and Barrutia-Legarreta, 1999: 113-36).  
 

In order to create value, therefore, the management of the organization needs to know how to identify, select and 

segment the markets in which to compete; define the kind of value to be proposed on the market; and create and 

supply such value (Echebarria-Miguel and Barrutia-Legarreta, 1999: 113-36). The implication of this is that the 

firm seeking to create value must generate return in excess of the cost of capital over a period of time (Favaro, 
1998). In other words, the firm must earn a positive economic profit such that when expenses and a capital charge 

are deducted from the revenue generated, the balance will be greater than zero. In summary, value creation occurs 

when the company generates more wealth for their shareholders that they could not have been able to generate for 
themselves (Van Horne, 2002).The civilian government inaugurated in 1999 inherited a fragile and vulnerable 

banking system, which was characterized, by low capitalization and inability to effectively support the real sector 

and stimulate economic growth. The banks, in fact, became risky, with many having suffered financial distress 

and bank failure as a result of non-performing loans.  
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The post consolidation assessment of the Nigerian banking industry has also shown that as from October, 2008, 

some of the consolidated banks had begun to show serious signs of liquidity strain and had to be given some level 
of financial support in the form of Expanded Discount Window (EDW) by the Central Bank of Nigeria (CBN). 

This suggests that the consolidation exercise of 2005 may not have yielded the expected results as most of the 

problems, which existed in the industry before the consolidation exercise, are still there. 
 

The existence of all these problems could only mean that Nigerian banks have been operating below the 

anticipation of stakeholders (shareholders, customers, employees, etc.). In other words, they have not been 
creating any significant value for their shareholders.  
 

Several studies have been conducted which focus on the determinants of profitability and performance of the 
banking industry in Greece (Varelas, Karpetis and Konokarpeti, 2004; and Athanasoglou, Brissimis and Delis 

2005), the United States of America (Berger, Hanweck and Humphrey, 1987; Angbazo, 1997; and Gilson, 1998), 

European Union (Goddard, Molyneux and Wilson, 2004), Tunisia (Naceur and Goaied, 2001 and Naceur, 2003) 

and Colombia (Barajas, Steiner and Salazar, 1999), and Malaysia (Katib, 2000). None of these studies, however, 
examines the concept or issue of creation shareholder value. On the other hand, although, the studies ofNaceur 

(2003), Boston Consulting Group (2003, 2005, 2007, and 2008) dwell on the creation of shareholder value, they 

did not take Nigeria into consideration.  
 

Researchesrelated to the Nigerian banking industry (e.g. Nwosu and Nwosu, 1998; Uche and Ehikwe, 2001; 

Beck,  Demirgüç-Kunt and Levine, 2004; Brownbridge, 2005; Jat, 2006; Aburime, 2008a;  Aburime, 2008b; 

Aburime 2008c) have linked characteristics of individual banks, industry level factors and macroeconomic factors 
to profitability of Nigerian banks, none of these specifically links profitability,  dividend policy, financial policy, 

industry-level factors and macroeconomic factors to the creation of shareholder value in the Nigerian banking 

industry.The existence of this gap is the primary reason for this study. This study therefore aims at studying the 

determinants of value creation in the Nigerian banking industry between 2000 and 2009.  
 

The rest of this paper is structured as follows: section 2 presents the relevant literature, sections 3 discusses the 

methodology, section 4 deals with the data description and analysis, section 5 discusses the findings of the study 
and section 6 presents the recommendations and policy issues. 
 

2. Review of Literature 
 

The creation of value for the shareholders of a company has recently become a widely accepted objective of the 

firm. The economic justification for creating shareholder value (CSV) as the over-riding objective of the firm 

primarily comes from an assumption embedded in most of the finance literature that all the markets in which the 
firm operates are perfectly competitive. Therefore, in order to properly evaluate a firm‟s corporate strategy, there 

will be a conceptual and operational framework.  
 

2.1The Significance of Value 
 

A variety ofideas of value have been put forward in the accounting literature, including the value at which an asset 

is carried on a balance sheet, the price at which buyers and sellers trade in an open market, and the present value 
of future cash flows. Although value is alwayscalculated in terms of money, Smith (1776), Seligman (1905),  

Barlow and Maul (2000), Young (2001), Qureshi and Briggs (2003),  and Faccio, Masulis and McConell (2005) 

have identified the  many properties of value to include cognition,society, politics, emotion, use and exchange.  
 

For that reason, value can simply be defined as the quality that renders something desirable or valuable or useful; 

the amount of money needed to purchase something; or what must be given or done or undergone to obtain 
something. Consequently, the creation of valueby a firm translates to increase or enhancement of the worth of its 

stakeholders. To the stakeholder, this may mean greater appreciation, more power or stronger political 

relationship, improvement in social standing or greater contentment. In this study, however, the focus is on the 

factors, which determine the creation of value for the shareholders of a firm.  
 

Based on this foregoing argument, value creation can, therefore, be defined as the increase in the financial worth 

of shareholders, as measured by ratio of market value of shares to the book value of shares,engendered by the 
performance of an organization (Pandey, 2002 and  Fruhan, 1979).  
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In the opinion of Hailemariam (2001), Valez-Pareja (2001) and Fernandez (2002), a firm creates value for its 

shareholders when the firm‟s return on assets is greater than its cost of capital or the required return to equity. 

Therefore, by definition, value creation is the increase in shareholders‟ wealth coming as a result of the firm‟s 

operational efficiency.  
 

The general hypothesis in most finance literature is that all the markets in which the firm operates are perfectly 

competitive. This hypothesis is the „economic justification‟ for the creationof shareholder value (CSV) as the 
principalgoal of the firm (Booth, 1998:2).Although earnings figures are very important in their own rights, real 

corporate performances as compared to market benchmarks are the fundamental drivers of stock market values. 

Therefore, the keyquestionto answer is whether the fundsput into the care or protection of managersyields a 
higher return than the owners can get in another place. In other words, the creation of shareholder value is the 

increase in equity market value, the shareholder value-added, the shareholder return and the required return to 

equity. That is, when it surpasses shareholders‟ „expectations‟.  
 

2.2Determinants of Value Creation 
 

A firm‟s value is influenced by many factors. These include the financial risk of the organization (Bartram, 2000: 

279-342); resource combination and exchange (Moran and Ghoshal, 1997: 55); entrepreneurial judgment and 
organizational capability (Ghoshal, Hahn and Moran, 1997: 57); firm‟s consumption sequence (Hellwig, 1998: 

141-47) and financial strategy, (Slater and Zwirlein, 1996: 253-66). Organizations can also create value through 

their intangible assets, (Bounfour, 2000: 111-24; Pierrat and Martory, 2000); 
 

Many authors have also identified the different determinants of the value created by an organization to include:  

the classical accounting variables such as return on equity, volume of fixed assets, financial structure or growth 
opportunities (Pariente, 2000);  debt, growth opportunities and contractual structure (de-Andres-Alonso, Azozfra-

Palenzuel and Rodriguez-Sanz, 2000); performance improvement, organic growth, making successful acquisitions 

and capital allocation improvement  (BCG, 2005); and growth rate, operating profit margin, income tax rate, 

working capital, fixed capital investment, cost of capital and value growth duration (Rappaport, 1987).  According 
to BCG, (2005), however, “pushing profitability above the cost of equity is the key to value creation”. 
 

Penrose (1959), Ramezani, Soenenand Jung (2001), Fuller and Jensen (2002), García-Herrero (2003),  Fairfield, 
Ramnath and Yohn (2005), Aghion and Stein (2006), Chander and Aggarwal (2007), Glushkov (2007), Levesque 

and Minniti (2007), Lockett, Wiklund and Davidsson (2007), Gong, Louis and Sun (2007), Martin(2007), Fama 

and French (2007) and Sadka and Sadka (2008) in their own studies link the creation of shareholder value to 
various growth potential indices of firm, which include growth in sales revenue, growth in assets, growth in 

retained earnings and the organic growth of the organization. 
 

In order to determine, empirically, the main determinants of value creation process, Caby and others (1996) and 
Ben-Naceur and Goaied (2001) have combined the measures of value creation with the value drivers in order to 

know empirically the main determinants of the value creation process. Naceur and Goaied (2003) identify three 

determinants of value creation as profitability, dividend policy and financial policy.  
 

In this paper, we are concerned only with the factors that are internal to the firmthat is profitability, dividend 

policy and financial policy. These are discussed in the following sections. 
 

2.2.1 Profitability as a determinant of value creation 
 

Profitabilityis seen by many as a very important value driver which can be improved by achieving relevant 
economies of scale.However, profitability itself is a function of performance (Rappaport, 1986) and a prerequisite 

for value creation and the strongest determinant of Total Shareholder Returns (BCG, 2005).Therefore, when 

banks add growth to their profitability they will be able to significantly increase their market 
capitalization.Therefore, to examine the impacts of profitability on the creation of shareholder value, the relevant 

profitability and efficiency ratios were taken into consideration. It is important to note these ratios have been used 

over the years to evaluate the profitability and efficiency of the Nigerian banking industry. 
 

The specific impact of profitability on the creation of shareholder value is not categorical in literature. For 

example, BCG (2005) reported that profitability isa prerequisite for value creation and the strongest determinant 

of Total Shareholder Returns. 
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This supports an earlier view by Wong (1996) and is also supported by study Goddard et al.(2004), Williams and 

Rajaguru (2007), Correa (2008) and Flamini (2009).However, Guorong, Tang, Law, Sze, (2003) see a higher 
profitability as a reflection of riskier lending practices associated with substantial loan loss provisions which 

could be an indication of inefficiency in the banking sector. Also Heffernan and Fu (2008) have little faith in 

profitability as a determinant of value creation. This position is supported by Pasiouras and Zopounidis (2008) 
and Makni, Francoeur and Bellavance (2009). 
 

2.2.2 Dividend policy as a determinant of value creation 
 

The relevance or irrelevance of dividend as a determinant of value creation has been heavily contested in 

literature. The contest is not yet over, even now. For example, Graham and Dodd (1934), Lintner (1956), and 

Gordon (1959), among others, had argued that the motive to pay dividends is to increase the market prices of 
shares of the companies making the dividend payment. The premise for this „bird-in-hand‟ theory is that the 

market price of a share is a function of the present value of the estimated cash flows realizable from the shares 

that is:  the estimated cash dividends receivable over the shareholding period and market price realizable upon the 
disposal of the shares. However, empirical evidence as put forward by Ross (1977), Bhattacharya (1979), 

Hakansson (1982) and Miller and Rock (1985), and recently by Koerniadi and Tourani-Rad (2008), shows that if 

the payment of dividends is taken as a positive signal by the market that the firm is expecting to have higher 

future cash flows, then the value of the firm will increase. 
 

This theory was first challenged by Walter (1956) on the grounds that the decision to pay dividend is a function of 

the profitability of investment opportunities available to the firm. This „dividend irrelevance‟ theory has been 

widely supported in literature. For instance, Miller and Modigliani (1961) opined that the value of the firm is 
unchanged by the firm‟s dividend policy. Also, Khoury (1983) did not see dividend as continuing to be relevant 

as an active variable in decision making. Therefore, to examine dividend relevance in the creation of shareholder 

value and, in particular, it‟s signalling impact, all the relevant dividend and stock market ratios have been taken 
into consideration. 
 

2.2.3 Financial policy as a determinant of value creation 
 

Modigliani and Miller (1958) show that in the absence of taxes, agency costs, or information irregularity, splitting 
the firm‟s net operating cash flows into fixed cash flows for debt and residual cash flows has no effect on the 

value of the firm. More recently, capital structure theories have focused on the tax advantages of debt (starting 

with Modigliani and Miller, 1963), the use of debt as an anti-takeover device, agency cost of debt (Jensen and 
Meckling, 1976 and Myers, 1977), the advantage of debt in restricting managerial discretion (Jensen, 1986), the 

effect of debt on investors‟ information about the firm and on their ability to oversee management (Harris and 

Raviv, 1991), the choice of debt level as a signal of firm quality (Ross, 1977 and Leland and Pyle, 1977) and 

recently the capital structure determinants of venture capital-backed firms (VC-backed firms) prior to the venture 
capital investment event by Balboa, Marti and Tresierra (2009).  
 

The positive impact of financial policy on value creation has been established by Pandey (2002: 637). He argued 

that “the primary motive of using financial leverage is to magnify the shareholder‟s return under favourable 

economic conditions”.Pandey (2002) concludes that financial leverage, on the one hand, increases the 

shareholders‟ return and on the other hand, increases their risk.  
 

Also, the study by Syriopoulos, Tsatsaronis, and Roumpis (2007) confirmed  the relevance of debt and dividends 

in terms of firm value creation by showing a negative relationship between firm value and both leverage and 

dividend payments in the presence of growth opportunities.  Iquiapaza, Souza, and Amaral (2007) attempt to 
investigate the relevance of the pecking order propositions, through a new methodology. They confirmed 

statements about the methodological flaws in literature and the validity of the Pecking Order Theory as a theory 

that is able to explain the firm's capital structure. The findings of La Rocca, La Roccaand Cariola(2007) are also 
very relevant in that they explain earlier contradictory results on capital-structure determinants. 
 

Thus financial leverage is a double-edge sword: it increases return as well as the risk. A trade-off between return 

and risk must then be struck to determine the appropriate level of debt financing.Therefore, in order to examine 

the relevance of debt and especially, the proposition of Ross (1977) who proved that an increase in the use of debt 
will represent an unambiguous signal to the marketplace that the firm‟s prospects have improved, relevant 

leverage (financial structure) ratios have been taken into consideration in this study. 
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3. Methodology 
 

The secondary data for this study were collected from the Nigerian Stock Exchange and Annual Reports and 

Accounts of the all the banks and included the various bank-specific determinants of shareholder value 

(profitability ratios; leverage ratios and shareholders‟ ratios) in the Nigerian banking industry. The data set in this 
group was entirely quantitative in nature and measured on the ratio scale. The data were analysed using the 

Multiple Regression method. They were prepared and presented in a stack form for panel analysis since they were 

both cross sectional and time series in nature.  
 

The determinants of shareholder value were measured using selected ratios - profitability ratios; stock market 

ratios; and financial policy/structure (leverage) ratios as independent variables while the dependent variable is 

shareholder value as measured by the ratio of the market value of shares to the book value of shares 
𝑀𝑉

𝐵𝑉
 . For the 

purpose of this study however, profitability ratios are return on net interest margin, yield on earning assets, return 

on equity andefficiency ratio; dividend ratios are dividend per share, dividend cover and dividend yield; while 
financial policy ratios are debt ratio, capital gearing ratio and debt-equity ratio(Wood and Sangster, 2005). 

Based on this, the mathematical model defining the relationship between the dependent and independent variables 

is given as follows: 

𝑺𝑽𝑪𝒋𝒕 = 𝒇 𝑷𝒋𝒕 + 𝑫𝑷𝒋𝒕 + 𝑭𝑷𝒋𝒕 …  (1) 

𝑾𝒉𝒆𝒓𝒆: 
𝒋 = 𝟏, 𝟐,… , 𝟐𝟏𝒃𝒂𝒏𝒌𝒔;𝒂𝒏𝒅𝒕 = 𝟏, 𝟐,… , 𝟏𝟎𝒚𝒆𝒂𝒓𝒔 

𝑺𝑽𝑪𝒋𝒕 =  𝒔𝒉𝒂𝒓𝒆𝒉𝒐𝒍𝒅𝒆𝒓𝒗𝒂𝒍𝒖𝒆𝒐𝒇𝒃𝒂𝒏𝒌𝒋𝒂𝒕𝒕𝒊𝒎𝒆𝒕;  

𝑷𝒋𝒕 = 𝑷𝒓𝒐𝒇𝒊𝒕𝒂𝒃𝒊𝒍𝒊𝒕𝒚𝒐𝒇𝒃𝒂𝒏𝒌𝒋𝒂𝒕𝒕𝒊𝒎𝒆𝒕;  

𝑫𝑷𝒋𝒕 =  𝒅𝒊𝒗𝒊𝒅𝒆𝒏𝒅𝒑𝒐𝒍𝒊𝒄𝒚𝒐𝒇𝒃𝒂𝒏𝒌𝒋𝒂𝒕𝒕𝒊𝒎𝒆𝒕; 

𝑭𝑷𝒋𝒕 =  𝒇𝒊𝒏𝒂𝒏𝒄𝒊𝒂𝒍 𝒑𝒐𝒍𝒊𝒄𝒚𝒐𝒇𝒃𝒂𝒏𝒌𝒋𝒂𝒕𝒕𝒊𝒎𝒆𝒕; 

The econometric models of the relationships can be stated as follows:  

𝑺𝑽𝑪 =  
𝑴𝑽

𝑩𝑽
 
𝒋𝒕

= 𝜶𝟎 + 𝜷𝟏𝑷𝒋𝒕 + 𝜷𝟐𝑫𝑷 + 𝜷𝟑𝑭𝑷𝒋𝒕 + 𝜺𝒋𝒕… 𝟐  

𝑾𝒉𝒆𝒓𝒆: 
𝜶𝟎 =  𝒂𝒄𝒐𝒏𝒔𝒕𝒂𝒏𝒕; 

𝜷𝟏−𝟑 =  𝒗𝒂𝒓𝒊𝒂𝒃𝒍𝒆𝒄𝒐𝒆𝒇𝒇𝒊𝒄𝒊𝒆𝒏𝒕𝒔;  
𝜺𝒋𝒕 =  𝒂𝒏𝒆𝒓𝒓𝒐𝒓𝒕𝒆𝒓𝒎;  𝒂𝒏𝒅  

𝑶𝒕𝒉𝒆𝒓𝒑𝒂𝒓𝒂𝒎𝒆𝒕𝒆𝒓𝒔𝒂𝒓𝒆𝒂𝒔𝒅𝒆𝒇𝒊𝒏𝒆𝒅𝒊𝒏𝒆𝒒𝒖𝒂𝒕𝒊𝒐𝒏𝟏 
 

The analysis of the data based on the regression models formulated was carried out using EViews 5.0.EViews 

5.0is a statistical package widely used in econometrics. 
 

4. Data Description and Analysis  
 

The data collected were from the 21deposit money banks selected for the study (see appendix I) and the results of 
the regression analyses were presented in appendix II 
 

4.1 Results of the Analysis  
 

The computer outputs of the EViews5.0 are presented in appendix II and the Correlation Matrix are presented in 
appendix III. 
 

4.1.1 Profitability 
 

Based on the computer output, the shareholder value created for each bank as a result of profitability can be 
determined by the equation: 
 

𝑺𝑽𝑪 =  
𝑴𝑽

𝑩𝑽
 
𝒋𝒕

= 𝟏𝟓.𝟏𝟖 + 𝟐𝟏𝟎.𝟑𝟔𝑵𝑰𝑴𝒋𝒕 − 𝟏𝟑𝟎.𝟗𝟖𝒀𝑬𝑨𝒋𝒕 + 𝟑. 𝟑𝟖𝑹𝑶𝑬𝒋𝒕 + 𝟏𝟔.𝟏𝟑𝑬𝑹𝒋𝒕 
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With 𝛼 = 0.05 𝑎𝑛𝑑𝑝 − 𝑣𝑎𝑙𝑢𝑒𝑠 < 0.05, all the independent variables are statistically significantly related to the 

creation of shareholder value. Therefore, we conclude that there is a significant relationship between profitability 

and value creation in the Nigerian banking industry. 
 

4.1.2 Dividend policy 
 

Based on the computer output, the shareholder value created for each bank as a result of dividend policy can be 
determined by the equation: 

𝑺𝑽𝑪 =   
𝑴𝑽

𝑩𝑽
 
𝒋𝒕

= 𝟏𝟐.𝟗𝟑 + 𝟒𝟐.𝟕𝟒𝑫𝑷𝑺𝒋𝒕 + 𝟎. 𝟗𝟕𝑫𝑪𝒋𝒕 − 𝟐𝟎𝟕.𝟐𝟗𝑫𝒀𝒋𝒕 

 

With 𝛼 = 0.05 𝑎𝑛𝑑𝑝 − 𝑣𝑎𝑙𝑢𝑒𝑠 < 0.05, all the independent variables are statistically significantly related to the 

creation of shareholder value. Therefore, we conclude that there is a significant relationship between dividend 
policy and value creation in the Nigerian banking industry. 
 

4.1.3 Financial policy 
 

Based on the computer output, the shareholder value created for each bank as a result of financial policycan be 

determined by the equation: 

𝑺𝑽𝑪 =  
𝑴𝑽

𝑩𝑽
 
𝒋𝒕

= 𝟐𝟎.𝟐𝟐 − 𝟎.𝟏𝟔𝑫𝑹𝒋𝒕 − 𝟒.𝟐𝟎𝑪𝑮𝑹𝒋𝒕 + 𝟎.𝟏𝟐𝑫𝑬𝑹𝒋𝒕 

With 𝛼 = 0.05 𝑎𝑛𝑑𝑝 − 𝑣𝑎𝑙𝑢𝑒𝑠 > 0.05, none of the independent variables is statistically significant. Therefore, 

we conclude that there is no significant relationship between financial policy and value creation in the Nigerian 

banking industry. 
 

5. Findings 
 

Our finding based on profitability agrees with the earlier position taken by BCG (2005) that profitability is a pre-

requisite for value creation. This finding, however, negates the findings of Guorong, Tang, Law, and 
Sze(2003),Goddard et al.(2004), Pasiouras and Zopounidis (2008) and Makni, Francoeur and Bellavance (2009). 

Their findings support the view that profitability is not statistically significant in the determination of shareholder 

value.  
 

Based on dividend policythe finding contradicts the dividend irrelevancy arguments of Miller and Modigliani 

(1961), Walter (1956) and Khoury (1983). They all argue that the value of the firm is unaffected by dividend 

policy under perfect market conditions. The finding is, however, consistent with the „bird-in-hand‟ theory of 

Graham and Dodd (1934) as supported by Lintner (1956) and Gordon (1959) among others whose main argument 
is that the motive to pay dividends is to increase the market prices of shares of the companies making the dividend 

payment. It is also consistent with the findings of Ross (1977); Bhattacharya (1979); Hakansson (1982), Miller 

and Rock(1985) and Koerniadi and Tourani-Rad (2008) whose line of argument is that the value of a company 
increases because dividends are taken as signals that the firm is expected to have higher future cash flows.  
 

Our finding based on financial policyagrees withprevious studies on the traditional pecking order theory and 

therefore,in line with recent literature statements about the methodological flaws and the validity of the pecking 
order as theory capable of explaining the firm's capital structure  as put forward by Iquiapaza, Souza, and Amaral 

(2007). Our finding, however, is found to contradict the proposition of Ross (1977) who proved that an increase in 

the use of debt will represent an unambiguous signal to the marketplace that the firm‟s prospects have improved. 
This is supported by Pandey (2002) and Syriopoulos, Tsatsaronis, and Roumpis (2007) all of whom conclude that 

financial leverage is a significant determinant of value creation. 
 

6. Recommendations and Policy Issues 
 

Based on the findings above, government policy or programme should be aimed at improving or creating 

shareholder value through the improvement of profitability (using these ratios) in the Nigerian banking industry.In 
addition, giving the pursuit of the profitability objective a greater attention than other objectives may not 

necessarily be counter-productive since all the profitability measures are significantly related to the creation of 

shareholder value. Therefore, policy makers and industry regulators and practitioners should encourage the 
pursuit of the profitability objective and do more to build the policies around other performance improvement 

indices in addition to profitability.  
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Secondly, individual banks within the industry that really seek to create value for their shareholders may wish to 

take advantage of the positive correlation between dividend per share and shareholder value. On these bases, any 

government policy that seeks to improve the lot of the shareholders of banks in Nigeria should focus on the 

development and adoption of sound dividend policies by the banks in the industry. 
 

Thirdly, industry regulators and practitioners seeking to create value for shareholders should make efforts to 

develop and deepen the non-securities arm of the capital market in order to facilitate and encourage borrowing on 
long-term basis. In addition, this approach to the creation of shareholder value will require policies that make 

borrowings cheap and compel a reasonable balance between risk and return in the conduct of banking business in 

Nigeria.  
 

Fourthly, future policies should focus on the strategies that favour growth, expansion and performance 

improvement which position the banks for competition and other challenges in the industry. 
 

References  
 

Aburime, T. U. (2008a). Determinants of bank profitability: company-level evidence from Nigeria; Forthcoming in 

European Journal of Scientific Research 

Aburime, T. U. (2008b). Determinants of bank profitability: industry-level evidence from Nigeria; International 
Journal of Nigerian Studies and Development, 14, September  

Aburime, T. U. (2008c). Determinants of bank profitability: macroeconomic evidence from Nigeria; Schmalensee, 

October  

Aghion, P. and Stein, J. (2006). Growth vs. margins: destabilizing consequences of giving the stock market what it 

wants, Working Paper, Harvard University  
Angbazo, L. (1997). Commercial bank net interest margins, default risk, interest-rate risk and off-balance sheet 

banking; Journal of Banking and Finance; (21): 55-87 

Athanasoglou, P. P., Brissimis, S. N. and Delis, M. D. (2005). Bank-Specific, Industry-Specific and Macroeconomic 

Determinants of Bank Profitability; Bank of Greece Working Paper, No. 25 

Balboa, M. Marti, J. and Tresierra, A. (2009). Capital structure determinants in growth firms accessing venture funding, 

Working Paper Series February. Available at SSRN: http://ssrn.com/abstract=1344267 

Barajas, A., Steiner, R. and Salazar, N. (1999): Interest spreads in banking in Colombia 1974-96; IMF Staff Papers, 
(46) pp 196-224 

Barlow, J. and Maul, D. (2000).Emotional value: creating strong bonds with your customers,  

San Francisco: Berrett-Koehler Publishers, Inc.  300 pp. Downloaded from: www.tmius.com/eval3.htm on 3
rd

 

April, 2009.  
Bartram, S. M. (2000). Corporate risk management as a lever for shareholder value creation; Financial Markets, 

Institutions and Instruments, 9(5) 

Battacharya, S. (1979). Imperfect information, dividend policy and „the bird in the hand‟ fallacy; Bell Journal of 
Economics, spring 

Beck, T., Demirgüç-Kunt, A. and Levine, R. (2004).Bank concentration and fragility: impact and mechanics. Paper 

retrieved on November 3, 2008 from: http://www.nber.org/books/risk/beck-et-al12-15-04.pdf 

Berger, A. N., Hanweck, G. A. and Humphrey, D. B. (1987).competitive viability in banking: scale, scope and product 

mix economies; Journal of Monetary Economics, 20: 501-520 

Booth, L. What drives shareholder value? Paper presented at the federated press “creating shareholder value” 

Conference, Toronto, Canada on October, 28 1998 
Boston Consulting Group (2003). Succeeding with growth: creating value in banking 2003; BCG Report 

Boston Consulting Group (2005). Succeeding with growth: creating value in banking 2005; BCG Report 
Boston Consulting Group (2006). Succeeding with growth: creating value in banking 2006; BCG Report 

Boston Consulting Group (2007). Creating value in banking 2007, bigger, better banking: emerging titans, soaring 

profitability, and continued growth; BCG Report 
Boston Consulting Group (2008). Creating value in banking 2008: managing shareholder value in turbulent times; BCG 

Report 

Bounfour, A. (2000). Le valeurdynamique du capital immateriel (the dynamic nature of intangible capital), Revue 
Francaise de Gestion; 0 (130), September – October 

Brownbridge, M. (2005).The impact of public policy on the banking system in Nigeria. Retrieved on December 26, 

2008 from: http://www.ids.ac.uk/ids/bookshop/wp/wp31.pdf 

 

http://ssrn.com/abstract=1344267
http://www.tmius.com/eval3.htm
http://www.nber.org/books/risk/beck-et-al12-15-04.pdf
http://www.ids.ac.uk/ids/bookshop/wp/wp31.pdf


© Centre for Promoting Ideas, USA                                                                                                www.ijbssnet.com 

96 

 

Caby, J. and Others (1996).Strategie et finance: le processus de creation de valeur. Revue Francaise de Gestion (With 

English Summary); 108, 49-56 

Cariola, A., La Rocca, M. and La Rocca, T. (2007). Capital structure decisions and diversification - the effect of 

relatedness on the corporate financial behaviours, Working Paper Series, September. Available at SSRN: 

http://ssrn.com/abstract=1016224. Downloaded on Friday, March 27, 2009 

Chander, S. and Aggarwal, P. (2007). Determinants of corporate growth: an empirical study of Indian drugs and 

pharmaceutical industry. The Icfaian Journal of Management Research6 (10): 50-70, October. Available at 

SSRN: http://ssrn.com/abstract=1035702 

Chen, S. and Dodd, J. L. (1997).usefulness of operating income, residual income, and EVA™: a value-relevance 

perspective, Working Paper, Social Science Research Network.  

Correa, R. (2008). Cross-border bank acquisitions: is there a performance effect? FRB International Finance 

Discussion Paper No. 922, March. Available at SSRN: http://ssrn.com/abstract=1115820.   Downloaded on 

Friday, March 27, 2009 

de-Andres-Alonso, P., Azozfra-Palenzuel, V. and Rodriguez-Sanz, J. A. (2000). Endeudamiento, oportunidades de 

crecimiento y estructura contractual: uncontrasteempiricopara el casoespanol. (Debt, growth opportunities and 

contractual structure: a Spanish firms analysis); Investigaciones-Economicas, 24 (3), September 

Echebarria-Miguel, M. C.andBarrutia-Legarreta, J. M. (1999). De valor en banca (Creation of value in banking 

system); Informacion-Comercial-Espanola-Revista-de-Economia; 0 (775), Dec 1998-Jan 1999  

Faccio, M., Masulis, R. and McConnell, J. (2005).Political connections and government bailouts, Journal of Finance. 

Fairfield, P. M., Ramnath, S. and Yohn, T. L. (2005). Does industry-level analysis improve profitability and growth 

forecasts? Working Paper Series.Available at SSRN: http://ssrn.com/abstract=589361 

Fama, E. F. and French, K. R. (2007).The anatomy of value and growth stock returns, Financial Analysts Journal, 63 

(6). Available at SSRN: http://ssrn.com/abstract=1071124 

Favaro, K. (1998). Put value creation first (if you want to grow your way to greatness). Marakon Commentary. 

Available from <http://www.favaro.net/publications/pvcf/ken_pvcf.html> 

Fernandez, P. (2002). A definition of shareholder value creation; Research Paper No 448, IESE, University of Navarra, 

Barcelona 

Fernández, P., Valuing companies by cash flow discounting: ten methods and nine theories (December 27, 2006), 
EFMA 2002 London Meetings. Available at SSRN: http://ssrn.com/abstract=256987 

Flamini, V. (2009).The determinants of commercial bank profitability in sub-Saharan Africa (SSA),International 
Monetary Fund Working Papers. Available online at:  

http://www.eldis.org/cf/rdr/?doc=41796&em=190209&sub=fin. Downloaded on Friday, March 27, 2009 

Fruhan, W. E. (1979). Financial strategy: studies in the creation, transfer and destruction of shareholder value.  

Homewood, IL: R. D. Irwin  

Fuller, J. and Jensen, M. (2002). Just say no to Wall Street, Journal of Applied Corporate Finance, Forthcoming in 

Spring 

García-Herrero, A. (2003). Determinants of the Venezuelan banking crisis of the mid-1990s: an event history analysis, 

MIMEO Economía Mexicana, Vol. XIV, No. 1, Primer Trimestre, 2005, December. Available at SSRN: 

http://ssrn.com/abstract=1433238 

Ghoshal, S., Hahn, M. and Moran, P. (1997).  Management competence, firm growth and economic progress; INSEAD 

Working Papers, 97/21/SM, February 

Gilson, S. C. (1998). Course overview: creating value through corporate restructuring; Boston: Havard Business 

School 

Glushkov, D., (2007). The importance of catering incentives: growth or profitability? Working Paper Series. Available 

at SSRN: http://ssrn.com/abstract=943439 

Goddard, J., Molyneux, P. and Wilson, J. O. S. (2004).Dynamics of growth and profitability in banking; Journal of 
Money, Credit and Banking, 36 (6): 1069-90. December; Columbus: Ohio State University Press 

Gong, G., Louis, H. and Sun, A. X. (2007). Earnings management and firm performance following open-market 

repurchases, Journal of Finance, Forthcoming. Available at SSRN: http://ssrn.com/abstract=962611 

Gordon, M. J. (1959). Dividends, earnings and stock prices, Review of Economics and Statistics, May: 272-287 

Graham, B and Dodd, D. L. (1934).Security analysis: principles and techniques, New York: McGraw-Hill 

Guorong, J., Tang, N., Law, E. and Sze, A. (2003). The profitability of the banking sector in Hong Kong; Hong Kong 
Monetary Authority Quarterly Bulletin, September 

Hakkanson, N. (1982). To pay or not to pay dividends?Journal of Finance, May 

 

 

http://ssrn.com/abstract=1016224
http://ssrn.com/abstract=1035702
http://ssrn.com/abstract=1115820
http://ssrn.com/abstract=589361
http://ssrn.com/abstract=1071124
http://www.favaro.net/publications/pvcf/ken_pvcf.html
http://ssrn.com/abstract=256987
http://www.eldis.org/cf/rdr/?doc=41796&em=190209&sub=fin
http://ssrn.com/abstract=1433238
http://ssrn.com/abstract=943439
http://ssrn.com/abstract=962611


International Journal of Business and Social Science                                                         Vol. 4 No. 3; March 2013 

97 

 

Hamilton, R. (1977). An introduction to merchandize In: G. C., Biddle, R. M. Bowen, and J. S. Wallace (1997) 

Evidence on the relative and incremental information content of EVA
(TM)

, residual income, earnings and 
operating cash flow, Journal of Accounting and Economics24(3)  

Harris, M. and Raviv, A. (1991). The theory of capital structure; Journal of Finance, March 

Heffernan, S. A. and Fu, M. (2008). The determinants of bank performance in China, Working Paper Series, August. 

Available at SSRN: http://ssrn.com/abstract=1247713. Downloaded on Friday, March 27, 2009 
Hellwig, K. (1998). Creating value; International Review of Economics and Finance, 7(2) 

Iquiapaza, R. A., Souza, A. A. and Amaral, H. F. (2007). Capital structure and financing decisions: new test for 

pecking order theory, Working Paper Series, May. Available at SSRN: http://ssrn.com/abstract=991699. 

Downloaded on Friday, March 27, 2009 

Jensen, M. and Meckling, W. (1976).Theory of the firm: managerial behaviour, agency costs, and ownership structure; 

Journal of Financial Economics, 3: 305-360  

Jensen, M. C. (1986). Agency costs of free cash flow, corporate finance, and takeovers, American Economic Review, 

76: 323-329 

Katib, M. N. (2000). Market structure and performance in the Malaysian banking industry: a robust estimation. 

Working Paper Series available at www.ssrn.com 

Khoury, S. J. (1956). Investment management: theory and application, New York: Macmillan 

Koerniadi, H. and Tourani Rad, A. (2008). The role of accruals as a signal in earnings and dividend announcements: 

NZ evidence, 21st Australasian Finance and Banking Conference Paper, August. Available at SSRN: 

http://ssrn.com/abstract=1252202 

Koller, T. (1994). What is value based management? The Mckinsey Quarterly No. 3 

Leland, H. and Pyle, D. (1977). Informational asymmetries, financial structure and financial intermediation; Journal of 
Finance, 32, May 

Levesque, M. and Minniti, M. (2007). Short term sacrifices for long term benefits: a look at high growth firms, Babson 

College Entrepreneurship Research Conference (BCERC)2007; Frontiers of Entrepreneurship Research 

Available at SSRN: http://ssrn.com/abstract=1064921 

Lintner, J. (1956). Distribution of incomes of corporations among dividends, retained earnings and taxes, American 

Economic Review, 97-113, May 

Lockett, A., Wiklund, J. and Davidsson, P. (2007). Re-examining and extending Penrose‟s growth theory: updating 

Penrose for the 21st century, Babson College Entrepreneurship Research Conference (BCERC) 2007; 

Frontiers of Entrepreneurship Research Available at SSRN: http://ssrn.com/abstract=1059841 

Makni G. R., Francoeur, C. and Bellavance, F. (2009). Causality between corporate social performance and financial 

performance: evidence from Canadian firms, Journal of Business Ethics, April. Available at SSRN: 

http://ssrn.com/abstract=1372389. Downloaded on Friday, April 8, 2009 

Marshall, A. (1890). Principles of economics. In: G. C., Biddle, R. M. Bowen, and J. S. Wallace (1997) Evidence on 
the relative and incremental information content of EVA

(TM)
, residual income, earnings and operating cash 

flow, Journal of Accounting and Economics 24 (3)  

Martin, X. (2007). Inter-temporal persistence and mispricing of accruals and growth in long-term net operating assets: 

growth or accounting distortions? Working Paper Series, March. Available at SSRN: 

http://ssrn.com/abstract=975850 

Miller, M. and Modigliani, F. (1958).  The  cost  of  capital,  corporation  finance  and  the  theory  of  investment, 

American Economic Review 48: 261-297, June 

Miller, M. and Modigliani, F. (1961).Dividend policy, growth and the valuation of shares; Journal of Business, 1031-

1051, October 

Miller, M. and Rock, R. (1985). Dividend policy under asymmetric information; Journal of Finance, September 
Modigliani, F. and Miller, M. H. (1963). Corporate income taxes and the cost of capital: a correction, American 

Economic Review, (53): 433-443, June 

Moran, P. and Ghoshal, S. (1997). Value creation by firms; INSEAD Working Papers: 97/19/SM, February 

Myers, S. C. (1977). Determinants of corporate borrowing; Journal of Financial Economics, November 
Naceur, S. B. (2003). The determinants of the Tunisian banking industry profitability: panel evidence, Tunis; 

ERF/Working Paper Series, October 

Naceur, S. B. and Goaied, M. (2003). The value creation process in the Tunisian Stock Exchange; API/Working Paper 
Series No 9903; October 

Naceur, S.B. and Goaied, M. (2001). The determinants of the Tunisian deposit banks‟ performance; Applied Financial 

Economics, 11: 317-319  

Nwosu, A. and Nwosu, M. (1998).Law relating to banking; Onitsha: Adson Educational Publishers  

http://ssrn.com/abstract=1247713
http://ssrn.com/abstract=991699
http://www.ssrn.com/
http://ssrn.com/abstract=1252202
http://ssrn.com/abstract=1064921
http://ssrn.com/abstract=1059841
http://ssrn.com/abstract=1372389
http://ssrn.com/abstract=975850


© Centre for Promoting Ideas, USA                                                                                                www.ijbssnet.com 

98 

 

Orris, J. B. (1999).Megastat
TM

 (version 8.0) [Computer software and manual].Mc-Graw-Hill New Media 

Osho, M. (2004). Consolidation through mergers and acquisitions: the African experience; Conference Proceedings on 
Consolidation of Nigeria’s Banking Industry, Abuja: Central Bank of Nigeria. 

Pandey, I. M. (2002).Financial Management (8
th
 ed.); New Delhi: VIKAS Publishing PVT Ltd. 1226p 

Pariente, S. (2000).Rendementboursier, creation de valeuretdonneescomptables: une etude sur le marchefranchais 

(With English summary); Revue Finance ControleStrategie, 3 (3), September 

Pasiouras, F. and Zopounidis, C. (2008). Consolidation in the Greek banking sector: which banks are acquired? 

Managerial Finance, 24 (3): 198-213. Available at SSRN: http://ssrn.com/abstract=919380. Downloaded on 

Friday, March 27, 2009 

Penrose, E. T. (1959). The theory of growth of the firm, Blackwell: Oxford  

Pierrat, C. and Martory, B. (2000). Les specificites du pilotage de i‟mmateriele (unique aspects of managing intangible 

assets); Revue Francaise de Gestion, 0 (10), September – October 

Qureshi, S., and Briggs, R. O. (2003). Revising the intellectual bandwidth model and exploring its use by management 

team, Proceedings of the 36th Hawaii International Conference on System Sciences (HICSS’03), IEEE.  

Ramezani, C. A., Soenen, L. A. and Jung, A. R. (2001). Growth, corporate profitability, and shareholder value creation, 

Working Paper Series, Available at SSRN:  

Rappaport, A. (1986). Linking competitive strategy and shareholder value analysis; The Journal of Business Strategy, 

(9): 391-419 

Rappaport, A. (1987): Corporate performance standards and shareholders value; The Journal of Business Strategy, 28-

38 

Ross, S. (1977). The determination of financial structure: the incentive signalling approach; Bell Journal of Economics, 

Spring 

Sadka, G. and Sadka, R. (2008).Predictability and the earnings-returns relation, Journal of Financial Economics, 
Forthcoming in November. Available at SSRN: http://ssrn.com/abstract=1307089 

Seligman, E. R. A. (1905). Principles of Economics, New York   pp. 179-82 and 192-93 downloaded from: 

http://spartan.ac.brocku.ca/%7Elward/Anderson_1911/Anderson_1911_note.html on Friday, March 27, 2009 

Slater,S. F. and Zwirlein, T. J. (1996). The structure of financial strategy:  patterns in financial decision making; 

Managerial-and-Decision-Economics; 17(3), May-June  

Smith, A. (1776). In Cannan, E. (Eds.)The wealth of nations, New York, NY: Modern Library, (1937)  

Stern, Stewart & Co. (1997). The EVA Company downloaded from: www.sternstewart. 

com/publications/art_real_key.html on Friday, March 27, 2009  

Syriopoulos, T., Tsatsaronis, M. and Roumpis, E. (2007). Financial decisions, ownership and governance on corporate 

value, Working Paper Series. Available at SSRN: http://ssrn.com/abstract=968280. Downloaded on Friday, 

March 27, 2009 

Uche, C. U. and Ehikwe, A. E. (2001). Marketing of banking services in Nigeria; Journal of Financial Services 
Marketing, 6 (2): 133-146  

Van Horne, J. C. (2002). Financial management and policy (12
th
ed.) New Delhi: Prentice-Hall of India 814p 

Varelas, E., Karpetis, G. C., and Konikarpeti, G. (2004). Effects of operational cost on bank profitability and bank 

clients: a methodical approach; Journal of Financial Management and Analysis 17(1): 54-6. Available at 

www.ssrn.com 

Vélez-Pareja, I. (1999). Construction of free cash flows a pedagogical note Part I, Working Paper, Social Science 

Research Network.  

Vélez-Pareja, I. (2000). Construction of free cash flows: a pedagogical note. Part II, Working Paper, Social Science 

Research Network.  

Velez-Pareja, I. (2001): Value creation and its measurement: a critical look at EVA; Bogotá, School of Industrial 
Engineering 

Walter, J. (1956). Dividend policies and common stock prices, Journal of Finance, 29-41, March 

Weissenrieder, F. (1997). Value based management: economic value added or cash value added?,Working Paper, 

Social Science Research Network.  

Williams, B. and Rajaguru, G. (2007).The chicken or the egg? The trade-off between bank non interest income and net 

interest margins, 20th Australasian Finance & Banking Conference 2007 Paper. Available at SSRN: 

http://ssrn.com/abstract=1007166. Downloaded on Friday, March 27, 2009 

Wong, K. P. (1996). The Determinants of bank interest margins under credit and interest rate risks, Working Paper 

Series, February. Available at SSRN: http://ssrn.com/abstract=7797. Downloaded on Friday, March 27, 2009  

Wood, F. and Sangster, A. (2005).Business accounting 2 (10
th
 ed.), Harlow, England: Prentice  

Young, J. O. (2001). Art and knowledge, London: Routledge; 180p  

http://ssrn.com/abstract=919380
http://ssrn.com/abstract=1307089
http://spartan.ac.brocku.ca/~lward/Anderson_1911/Anderson_1911_note.html
http://ssrn.com/abstract=968280
http://www.ssrn.com/
http://ssrn.com/abstract=1007166
http://ssrn.com/abstract=7797


International Journal of Business and Social Science                                                         Vol. 4 No. 3; March 2013 

99 

 
Appendix I: Banks selected for the study 

 

 Name 
Type of 

Institution 
Old Name 

Date  

Reregistered 

 
 

Listed on the NSE 

Included in the Study 

1 Access Bank Plc Universal Bank Access Bank Plc 1/17/1990 

2 Afribank Nigeria Plc Universal Bank AfribankPlc 1/3/2006 

3 Diamond Bank Nigeria Plc Universal Bank 
 

12/31/1990 

4 Ecobank Nigeria Plc Universal Bank 
 

4/24/1989 

5 Fidelity Bank Plc Universal Bank 
 

1/2/2006 

6 First Bank of Nigeria Plc Universal Bank First Bank Plc 1/29/1979 

7 First City Monument Bank Plc Universal Bank 
First City Monument Bank 
Plc 

11/11/1983 

8 First Inland Bank Plc Universal Bank 
 

1/2/2006 

9 Guaranty Trust Bank Plc Universal Bank 
 

1/17/1990 

10 Intercontinental Bank plc Universal Bank 
INTERCONTINENTAL 

BANK LIMITED 
10/2/1989 

11 
Oceanic Bank International Nigeria 

Plc 
Universal Bank 

 
1/31/2006 

12 Platinum Habib Bank Plc Universal Bank 
 

5/2/2001 

13 Skye Bank Plc Universal Bank 
 

1/3/2006 

14 Spring Bank Plc Universal Bank 
 

1/3/2006 

15 Stanbic - IBTC Bank Plc Universal Bank IBTC - Chartered Bank Plc 1/2/2006 

16 Sterling Bank Plc Universal Bank NAL Merchant Bank Ltd 1/25/1999 

17 Union Bank of Nigeria Plc Universal Bank Union Bank Plc 1/2/2006 

18 United Bank For Africa Plc Universal Bank 
 

1/2/2006 

19 Unity  Bank Plc Universal Bank 
 

1/2/2006 

20 Wema Bank Plc Universal Bank Agbomagbe Bank Limited 1/18/1965 

21 Zenith Bank Plc Universal Bank 
Zenith International Bank 
Ltd 

9/13/2004 

 
    

Not Listed on the NSE 

Not included in the Study 

1 Citibank Nigeria Limited Universal Bank 
Nigerian International Bank 

Ltd 
10/11/2004 

2 Equitorial Trust Bank Plc Universal Bank 
 

1/2/2006 

3 
Standard Chartered Bank Nigeria 

Plc 
Universal Bank 

 
12/1/2004 
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Appendix II: EViews Results of the Regression Analyses 
 

Profitability and Value Creation 

 

Dependent Variable: SVC? 

Method: Pooled Least Squares 

Date: 07/16/11   Time: 23:15 
Sample: 2000 2009 

Included observations: 10 

Number of cross-sections used: 21 
Total panel (balanced) observations: 210 

Variable  Coefficient Std. Error t-Statistic Prob.   

C 15.33058 2.556549 5.996592 0.0000 

NIM? 206.1442 53.66907 3.841025 0.0002 

YEA? -128.6067 26.41050 -4.869529 0.0000 
ROE? 3.271067 1.523911 2.146495 0.0330 

ER? 15.91877 5.911288 2.692945 0.0077 

R-squared 0.730399     Mean dependent 

variable 

20.94324 

Adjusted R-squared 0.613431     S.D. dependent 

variable 

19.52268 

S.E. of regression 18.38212     Sum squared residual 69270.02 

F-statistic 7.685080     Durbin-Watson stat 1.741153 

Prob (F-statistic) 0.000009    

 

 

Dividend Policy and Value Creation 
 

Dependent Variable: SVC? 
Method: Pooled Least Squares 

Date: 07/16/11   Time: 23:28 

Sample: 2000 2009 
Included observations: 10 

Number of cross-sections used: 21 

Total panel (balanced) observations: 210 

Variable  Coefficient Std. Error t-Statistic Prob.   

C 12.70311 1.281664 9.911416 0.0000 
DPS? 41.78792 2.361787 17.69335 0.0000 

DC? 0.695223 0.287419 2.418850 0.0164 

DY? -181.1298 23.24216 -7.793159 0.0000 

R-squared 0.609400     Mean dependent 

variable 

20.95390 

Adjusted R-squared 0.603711     S.D. dependent 
variable 

19.51746 

S.E. of regression 12.28652     Sum squared residual 31097.49 

F-statistic 107.1311     Durbin-Watson stat 1.858266 
Prob(F-statistic) 0.000000    
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Appendix III: The Correlation Matrix 

 

       

  

SVC ROA DY CGR 

 

 
SVC  1.000        

 

 
ROA  -.239   1.000      

 

 

DY  -.538   .521   1.000    

 

 

CGR  .377   .271   .113   1.000  

 

       

  
60 sample size 

  

       

  
± .254  critical value .05 (two-tail) 

  

± .330  critical value .01 (two-tail) 

 

Financial Policy and Value Creation 
 
Dependent Variable: SVC? 

Method: Pooled Least Squares 

Date: 07/16/11   Time: 23:36 
Sample: 2000 2009 

Included observations: 10 

Number of cross-sections used: 21 

Total panel (balanced) observations: 210 

Variable  Coefficient Std. Error t-Statistic Prob.   

C 16.75322 2.817802 5.945494 0.0000 

DR? 4.065230 2.587355 1.571191 0.1177 

CGR? -11.89604 15.52005 -0.766495 0.4443 
DER? -0.057703 0.202183 -0.285398 0.7756 

FIC? 0.000989 0.002842 0.347776 0.7284 

BR? 5.220067 2.973893 1.755298 0.0807 

R-squared 0.017889     Mean dependent 

variable 

20.95390 

Adjusted R-squared -0.006182     S.D. dependent 
variable 

19.51746 

S.E. of regression 19.57770     Sum squared residual 78190.38 

F-statistic 0.743163     Durbin-Watson stat 0.598159 
Prob(F-statistic) 0.591975    


