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Abstract 

 Following the work of Lintner (1956), subsequent studies 

have established the existence of dividend smoothing 

behaviour among firms. However, the influence of 

information asymmetry has largely been ignored in Nigeria. 

This paper examines the dividend smoothing behaviour 

based on symmetric dividend smoothing models and 

assessed whether the behaviour depends on the level of 

information asymmetry.  It utilizes panel data from sample 

of 20 listed consumer and industrial goods firms in the 

Nigerian Stock Exchange with records of dividend payment 

for the period of 2009 to 2018. Fixed and Random Effect 

regression techniques were used in estimating the modes 

and the best fitted model was selected based on the level of 

speed of adjustment (SOA) coefficient. The empirical results 

revealed that net earnings and previous dividend have 

significant effect on dividend changes and smoothing 

behaviour exist in the firms. When firms are categorized 

into the small and large, dividend smoothing is only 

presence in large firms not in small ones. Therefore, in 

consistent with signalling theory, the study concludes that 

the level of information asymmetry determines the 

smoothness of dividend in listed consumer and industrial 

goods firms in Nigeria.. 
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Introduction 

Dividend smoothing is one of the most extensively researched issues in corporate 

finance. Since early 1960s scholars have attempted to examine the factors that 

determine dividend smoothing. The volumes of empirical researches conducted in the 

area have not provided an answer on why firms smooth dividend over others based on 

given specific features. Their analysis where mostly made based on Lintner Speed of 

Adjustment (SOA) measure proposed by (1956) and modified by Brittain (1964).  

Lintner developed and tested a Partial-Adjustment model of dividend and found that 

managers are reluctant to increase or cut dividend as they consider any cut or increase 

without stability sends bad signal to investors. Rather, they set a target pay-out ratio 

which they move gradually toward achieving in the long-run. The findings of the study 

were subsequently upheld at different times in both the US and other countries by 

various studies (e.g Guttman, Kadan, & Kandel, 2008; Omar & Rizuan, 2014; 

Abubakar, 2014; Kighir, 2016; Al-najjar & Klincarslan, 2017)  

The number of empirical and survey evidences that confirmed the findings of Lintner 

indicates dividend smoothing as an important factor in dividend policy and Lintner 

variables are strong in explaining dividend policy. Also, investors consider stable 

dividend payment pattern as a sign of good prospect for firms, most especially in 

Nigeria, where majority of investors are conservatives and need consistent and steady 

dividend payment (Musa, 2009; Proshare, 2012, 2016) . But due to firm specific 

factors such firm size, some studies have gone beyond the boundaries of testing 

validity of Lintner model in explaining dividend smoothing behaviour of firms and 

criticized the model by not answering the question of what determines firm’s 

propensity to smooth dividend. In this regard, Leary & Michaely (2011) empirically 

tested firm characteristics as a function of dividend smoothing. Also, found that firms 

with high level of information asymmetry or low investment opportunities are likely 

to smooth more (Lee & Lin, 2019) 

It has been observed that prior studies were not conclusive on issues such as to what 

is the most appropriate model for measuring dividend smoothing.  In addition, most of 

the studies reviewed were conducted in developed economies such as US and UK 

(Leary & Michaely, 2011;Al-najjar & Belghitar, 2012;Driver, Grosman, & 

Scaramozzino, 2016). Few evidences were found in emerging economies (Al-yahyee, 

Pham, & Walter, 2011;Sibanda, 2014; Omar & Rizuan, 2014), In addition, to the best 

of the researcher’s knowledge there is  no study that has addressed the level of firm 

size in Lintner model. This suggests the need for investigating whether the smoothing 

behaviour is higher is large than in small firms as suggested by Signalling theory in 

economies such as Nigeria.  
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According to Proshare (2016) Over some years it has been observed that most non-

financial firms in Nigeria have not been consistent in dividend payment. This as it is 

argued can be connected to the unfavourable economic conditions that Nigerian 

economy experienced around the period. Despite the problems associated with the 

activities of the non-financial firms, consumer and industrial goods firms are rated first 

in the aspect of stability in dividend payment. Also, given the recent diversification 

policy that encourages movement of investment from oil sector to industrial sector, 

studies related to what likely influence investment in the sector will be highly required. 

The question is what was the reason behind the behaviour in these firms? Therefore, 

the paper aims at examining the whether dividend smoothing depends on level of 

information asymmetry through firm size in listed consumer and industrial goods firms 

in Nigeria. In line with the objectives of the paper hypothesized as follows; 

Ho1 Listed goods firms in Nigeria do not smooth dividend pay-out 

Ho2 Small firms smooth their dividend higher than large firms in Listed goods firms in 

Nigeria  

The paper covers the period of 10 years from 2009 to 2018. The study was different 

from other studies in assessing smoothing based on the level of firm size in paying 

firms. The remaining section of the paper is presented as follows: Section 2 covers the 

review of previous empirical studies; Section 3 discusses the statement of 

methodology; Section 4 presents results and discussion and section 5 highlights the 

summary and conclusion. 

 

Review of Empirical Literature  

Empirical studies in the field of dividend smoothing started with adopting survey 

approach and further set up theoretical models and used statistical tests to provide 

reliable estimates that could explain the pattern of corporate dividend smoothing. The 

earliest attempt in this direction is Lintner (1956) who developed the mathematical 

model considered in this paper the Lintner (1956) partial-adjustment model. 

Subsequently, other studies modified  the model through using among others more 

sophisticated statistical techniques (e.g Al-yahyee et al., 2011;Al-malkawi, Bhatti, & 

Magableh, 2014;Wu, 2018)   

Lintner conducted interviews of corporate managers of US firms and enquired about 

their dividend decisions. The series of the questions asked were: firstly, whether their 

firms are primarily concerned with dividend stability; secondly, whether earnings are 

considered as the most critical factor that determines dividend stability; thirdly, 

whether financial decision are taken in pursuance of dividend policy. The conduct of 

this interview revealed the following findings; managers determine their dividend 

policies based on a long-run target pay-out ratio, the likelihood of paying and 
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stabilizing dividend is highly present with matured firms with stable earnings than 

growing firms. This indicates that dividend changes are important to managers than 

dividend level and firms smooth their dividend to follow shift in the long-run 

sustainable earnings. He finally concluded that managers are reluctant to cut dividends 

because they believe that shareholders prefer stable dividend and any cut in dividend 

may send bad signal about the future prospect of the firm. Therefore, Lintner model 

assumes that changes in dividend are gradually moving toward achieving target pay-

out not immediately to changes in earnings. 

Under this assumption of target pay-out, the partial-adjustment model was developed 

to examine the smoothing process in dividend policy. Thus, the target dividend 

Payments are a proportion of the firms earning per share. Mathematically, 

                                                DIV*it = piCEit (1) 

Where; DIV*it is the expected dividend payment for firm i in period t, pi is the target 

pay-out ratio; CEit is the current earnings after tax for firm i in period t 

Knowing that   DIV*it = piCEit, the model suggests that a firm will only gradually 

adjust to the target dividend payment in any given year, therefore change in dividend 

payment from previous year (t-1) to current year (t) are explained by the partial 

adjustment as thus: 

                               DIVit - DIVi(t-1) = ἇi + ƴi (DIV*it – DIVi (t-1)) + ɛit (2)  

Where: ἇi  is the constant term, ƴi is the speed of adjustment coefficient, DIV*it is the 

dividend which the company would have paid in the current year if its dividend were 

based simply on its fixed target pay-out ratio pi applied to current earnings, DIVit  the 

actual dividend payment for firm i in year t and  DIVi(t-1) is the actual dividend 

payments for firm i in year t-1. Thus, the model predicts that a dividend change is a 

function of the target pay-out less the previous period dividend pay-out multiplied by 

the speed of adjustment factor. From equation (1) and (2) by substituting piCEit for 

target dividend payment   DIV*it in Equation (2), Lintner drives dividend smoothing 

model as follows: 

     ∆DIVit = ἇit + ἇ1 CEit + ἇ2 DIVi(t-1) + ɛit    (3) 

Where: ∆DIVit is the Expected change in dividend payment, ἇit is the constant term 

and is expected to be zero for some companies but will generally be positive to reflect 

the greater reluctance to increase than to increase dividend, ἇ1 is equal to ƴipi and ƴi is 

the speed of adjustment coefficient (That is speed of movement of current dividend to 

target payout ratio and is 0 < ƴi < 1 . therefore, the closer the value to zero the higher 

the smoothing behaviour and vice versa), pi is the target payout ratio and ἇ2 is (1- ƴi). 

CE is the current earning for firm i in period t, DIV(t-1) is the previous year’s dividend 

and ɛ is the error term. Result of the empirical analysis revealed that there is significant 
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positive relationship earnings, previous dividend and dividend changes. The study 

document Speed of Adjustment (SOA) of 0.25 and Target Pay-out Ratio (TPR) of 0.6. 

Ample studies have tested the modified version of Lintner model or after extending it 

using US and other countries data around the world. Brittain (1964) modified and 

tested the Lintner model by deflating the variables using total number of ordinary 

shares outstanding rather than using aggregate data in US. The empirical result 

revealed SOA of 0.23 and TPR of 0.66 and confirms the findings of Lintner at lower 

level of SOA. Observation has shown that most of the researchers that tested Lintner 

model employed Lintner/Brittain model, notably, (Abubakar, 2014;Sibanda, 

2014;Omar & Rizuan, 2014; Al-najjar & Klincarslan, 2017)  

Some other researchers have confirmed the findings of Lintner (1956) partial 

adjustment model. According to Omar & Rizuan (2014) Malaysian firms follow the 

same determinant of dividend smoothing and stability as suggested by Lintner. The 

empirical model was estimated using ordinary least squared. The study covered the 

period of 15 years in examining 319 firms listed on Bursa Malaysia.  Only companies 

with history of 9 years’ cash dividend payment were used. The results revealed that 

firms in Malaysia were involved in smoothing activities. The study also provided 

evidence that the firms had target pay-out and they adjusted to their target ratios with 

SOA of 0.447 and TPR of 0.64. Sibanda (2014) also tested the model and found that 

firms in South Africa smooth their dividend in line with Lintner argument. He 

employed Ordinary Least squared (OLS) model. 45 listed dividend-paying non- 

financial firms were used during the period of 17 years, from 1995 to 2011. The result 

of the analysis revealed that the result supports the dividend smoothing preposition 

that firms smooth their dividend by means of speed of adjustment coefficient. The 

study returns a value of 0.73 and 0.41 for SOA and TPR respectively. 

Several other researchers used advanced methodology to capture the dynamic nature 

of dividend smoothing (Al-malkawi et al., 2014;Andres et al., 2015; Wu, 2018). More 

so, other factors covered include non-cash dividend (bonus and right issues) and share 

purchase. Al-malkawi et al. (2014) examined corporate dividend smoothing in Oman. 

Analysis for the test of stability of dividend policy was conducted using Tobit model 

which controlled censuring effect. The study found that using Lintner model, dividend 

policies are highly stable. It also revealed a SOA of 0.2.5 and above across sectors and 

low TPR of zero and 0.79 thereby reporting SOA even lower than Lintner but with 

higher TPR. This signifies that there is a significant difference in dividend policies 

across individual firms over time. Earlier on, Al-Yahyee, Pham & Walter (2011) 

examined whether Oman financial firms smooth their dividend and have target pay-

out ratio using Lintner model. using similar approach. Their analysis returns a value 

of 0.94 and 0.56 for SOA and TPR respectively. Though these studies have employed 
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a different technique in their analysis, their study is deficient in capturing dividend 

changes which is measured using continuous data. Therefore, the best approach is to 

use a technique such as OLS and Fixed and Random Effect models which captures 

peculiarities of continuous data rather changing dividend changes with dividend pay-

out just to justify the use of Tobit model. 

 

Methodology  

The population of this study comprises of all the thirty-five (35) listed Industrial goods 

firms in the Nigeria. The population was adjusted to twenty (20) due to unavailability 

of dividend payment record of at least 7 years of the 10 years covered by the study. 

This is because smoothness of dividend can be best measured using paying firms 

(Zurigat & Gharaibeh, 2011). The twenty (20) firms includes; Dangote Flour Mills 

Plc, Dangote Sugar Refinery Plc, Flour Mills Nig. Plc, Guinness Nig. Plc, Honeywell 

Flour Mill Plc, Northern Nig. Flour Mills Plc, Nascon Allied Ind. Plc, Nestle Nig. Plc, 

Nigerian Breweries Plc, Nigerian Enamelware Plc, PZ Cussons Nig. Plc, Unilever Nig. 

Plc, Vita Foam Nig. Plc, Berger Paints Plc, Beta Glass CO. Plc, CAP Plc, Cement Coy 

of N. Nig. Plc, Cutix Plc, Dangote Cement Plc, Lafarge Africa Plc.  The study used 

secondary data because the variables under investigation can be best measured using 

data in the form of financial information available in the selected firms’ financial 

reports. The sources of the data therefore are the annual reports of the selected firms 

for the period covered by the study and Thomson Reuters DataStream for the periods 

of 2009 to 2018.  

The study employed Lintner (1956) model target pay-out and SOA measure for 

measuring dividend smoothing. This is because the major concern about dividend 

smoothing models is the fitness of the selected proxies in explaining smoothness of 

dividend payment among firms by the level of SOA factor. Through, studies such as 

Leary and Michealy (2011), (Abubakar, 2018) have used of median pay-out ratio of 

firms during the period, the current study considers the use of Lintner TPR as the most 

appropriate measure since the median pay-out is highly dependent on cross-sectional 

characteristics and dividend payment largely differ across cross-sectional 

characteristics. SOA coefficient was used to determine the best fitted model in the 

context of smoothing. The effect of frim size was captured by partitioning the firms 

into two levels; small and large firm. The partition was made on the basis of firms 

yearly figures as against the use of overall period industry figures as used by other 

studies such as Leary and Michealy (2011) and Al-Attar, Al-Shattarat and Yusuf 

(2015) in order to account for the trends in the movement of a firm from one level to 

another during the period under study. 
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For estimating the coefficient of the model, panel data technique was employed 

through the use of Fixed Effect (FE) and Random Effect (RE) regression models.  The 

technique was employed due to nature of the measure chosen for measuring dependent 

variable which is dividend changes and values involved are continuous to both left and 

right of zero. Hausman specification test was used to selection between the FE and 

RE.  

The Lintner partial adjustment models for the study will be structured in line with 

Brittain (1964) and as follows: 

Lintner SOA; ∆DPSit = ἇit + ἇ1 EPSit + ἇ2 DPSi(t-1) + ɛit ........................................... (1) 

Where DPSit = dividend per share for firm i in period t, EPSit  = earnings per share for 

firm i in period t and ɛit is the error term.  

The differences in the smoothness of divided between large and small firms was 

captured using the following models.  Large firm model:  This model was employed 

in order to examine signalling hypothesis on the assumption that large firms’ smooth 

dividend higher than small ones due high level of information asymmetry.  The model 

is presented as follows; 

∆DPSit = ἇ0 + ἇ1 EPSLit + ἇ2 DPSLi(t-1) + ɛit ..............................................................(2) 

Small size model: the third model was employed based on the assumption that small 

size firms smooth lower than larger ones as a result of less severe information 

asymmetry. The model is structured as follows; 

∆DPSit = ἇ0 + ἇ1 EPSSit + ἇ2 DPSSi(t-1) + ɛit ............................................................(3) 

Evidence for the model with high level of dividend smoothing was tested based on 

level of the SOA. This is to address the shortcoming of Lintner which fails to 

incorporate firms’ specific characteristics and also to determine whether dividend 

smoothing following levels of information asymmetry.   

 

Results and Discussion 

The results obtained from the descriptive and inferential statistics are presented in this 

section. It started from the empirical distribution of the variables, and then determines 

the existence and direction of relationship between the variables of the study. 

 

Descriptive Statistics  

Table 1 presents the descriptive statistics for the dependent, independents variables 

employed in the study 

Variables Obs. Mean Std. Dev Min Max 

∆DPS 194 0.1878 3.3771 -19 32.5 

EPS 199 3.4989 6.8716 -6.182 54.258 

Div (t-1) 197 2.1206 5.1150 0 42.5 

SIZE 199 17.3219 1.8381 13.5717 21.2264 
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From table 1, it can be seen that during the period under study, the rate of dividend 

changes over number of ordinary shares has increased by an average rate of 18 Kobo 

per share. while earnings, previous dividend, and firm size, have an average of about, 

₦3.50, 2.12%, and 17.32 respectively. This implies that on the average earnings per 

share is per above average in dividend payment. This suggest that magnitude of 

dividend payment does not depend on current net earnings and also a clear indication 

that the selected firms may tend to smooth dividend in line with Lintner’s assumptions.  

The average value of 17.32 for firm size indicates that the average natural logarithms 

of total value assets is 17.32.  

 

Correlation Matrix 

Table 2 presents the Pearson correlation coefficients of the variables of the study. The 

correlation coefficients provide result on the direction of the relationship between 

dependent and independent variables and the correlation among the independent 

variables themselves. 

 

Table 2. Correlation Matrix  

 ∆DPS EPS LagDIV SIZE 

∆DPS 1.000    

EPS 0.5865 1.000   

LagDIV -0.1945 0.8452 1.000  

SIZE 0.0740 0.3342 0.3026 1.0000 

Source: STATA output (2019) 

 

From Table 2 it can be seen that there is positive relationship between changes in 

dividend payment and earnings, and firm size. While the relationship between 

dividend changes and previous dividend was found to be negative. On the relationship 

among the independent variables among themselves, there is no any correlation that 

calls for concern implying absence of tendency of harmful multi-collinearity among 

the variables.  

 

Regression Results and Discussions  

The study adopted modified Lintner model by Britten (1964) to test whether firms in 

Nigeria smooth their dividend in line with Lintner assumptions and if large firms 

smooth higher than small ones. These models are: Full sample (Model 1), Large firms 

(Models 2), and Small firms (Model 3). All the three models were estimated using 

OLS, FE and RE models. Hausman Specification test was used to determine the best 
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estimate between Fe and RE and the summary of the result are presented in table 3 and 

4 for Full sample and Large and small firms respectively. 

 

The test between FE and RE model using full sample data reveals that Hausman 

specification test has a Chi2 of 81.81 and p-value of 0.0000. Based on the result the 

hypothesis that says RE estimates is more appropriate was rejected.  Therefore, FE 

results was used to analyse the data in the Full sample the summary of the result is 

presented in table 3. 

 

Table 3: Fixed Effect and regression result (Full Sample) 

  Fixed Effect Model  

Variables    Coefficients  t-Values    

Constant 

EPS 

DPS (t-1) 

Speed of Adj. (SOA) 

Target Pay-out Ratio (TPR) 

F-Stat 

R-Squared 

Hausman test 

-1.3323*** -6.81   

 0.8671***  19.49   

-0.7009*** -12.59   

30%    

286%    

198.90***    

70%    

81.81***    

Note ***, **, *, represents values are significant at 1%, and 5% level  

Source: STATA Output (2019) 

 

From the results in Table 3, it can be seen that the model is well fitted at level of 1%. 

The result is evident from the p-value of F-Stat of 198.90 which is significant at 1%. 

The total variation of the changes in dividend per share that is explained by the 

combination of previous year dividend and earnings represented by R-squared is 70%.  

The result further shows a coefficient of 0.7207 for EPS which is significant at 1%. 

This indicates that there is a significant positive relationship between earnings and 

dividend changes. This positive significant relationship with earnings indicates a 

greater influence on dividend changes. The result further confirms the position of 

signalling hypothesis which posits that firm’s use dividend to signal their performance 

to outsiders and earnings is a major source of dividend. The results corroborates with  

Lintner (1956), Al-najjar and Belghitar (2012), Omar and Rizuan (2014), Al-Yahyaee, 

Pham, and Walter (2011). The result further exhibits that lag dividend has a coefficient 

of -0.6935 which is significant at 1%. This suggests that previous year’s dividend per 

share has a negative significant relationship with dividend changes and result is in line 

with Musa, (2009), and Al-attar, Al-shattarat, and Yusuf, A, (2015) but in contrast 
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with the findings of Al- Najjar and Belghitar, (2012) and Al-malkawi, et al. (2014) 

who posit that the relationship is positive. Therefore, based on the coefficient of 

LagDPS the SOA is 31%. The result of the SOA below 50% indicates that model is 

good in explaining the dividend smoothing behaviour in listed goods firms in Nigeria 

and the firms do not adjust quickly to their target pay-out. The result further suggests 

that the firms have target pay-out ratio(TPR) of  286% which they slowly move toward 

it. The high value of the TPR indicates that the firms highly interested in paying and 

maintaning stable dividend and are likely to pay dividend higher than their net current 

earnings in near future. This finding can be supported by evidences of dividend 

payment in the event of negative earnings in the data. Also Farre-Messa, Michaely, 

and  Schmalz (2019) provide evidence of using external sources to finance dividend 

pay-out and described the used of external as the most common in recent time. This 

provide evidence for rejecting Ho1 which says that Listed firms in Nigeria do not 

smooth their dividend pay-out.  Thus, using the full data from dividend paying firms 

in goods firms in Nigeria the finding shows that the firms have target pay-out and 

smooth their dividend over time.  

 

Dividend smoothing in Large Versus Small firms  

In order to determine whether dividend determine information asymmetry this paper 

partitioned the data into large and small firms and estimated two dividend smoothing 

models. In line with signalling theory large firms have severe information asymmetry 

and higher interest to smooth because dividend smoothing reduces information 

asymmetry. Because managers of the large firms have to balance between high 

dividend that may be expected by shareholders and the investment requirements. In 

this regards, the large firms are expected to smooth more when compared with small 

firms. The SOA values of the two samples were compared and a sample with lower 

SOA is described as the one with higher level of dividend smoothing. That is the lower 

the smoothing measured by the SOA the higher the size of the firms and vice-versa. 

Table 4 presents regression results of large and small firms in listed goods firms in 

Nigeria. The models were also estimated using both FE and RE models and Hausman 

specification test was used to decide between the two estimates. The Hausman test for 

Large firms’ model shows a Chi2 of   6.13 with a p-value of 0.0646 suggesting that 

the Chi2 is not significant at 5%. Due to insignificant result of this test, the paper 

further use Breusch and Pagan  Lagrangian multiplier test for random effects check 

for panel effect. The result of the test reveals insignificant Chi2 value suggesting that 

there is panel effect. Thus, the RE model is best estimator for large firms. On the other 

hand, Small firms Hausman test exhibits a Chi2 value of 7.32 with a p-value of 0.0257 

implying that the Chi2 is significant at 5%. This suggests that the FE model is best 
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estimator for small firms. The full result for Large and Small firms is presented in 

Table 4.  

 

Table 4. Large and Small firms sample regression result  

  Large Firms  Small firms 

  Random Effect Model Fixed Effect Model 

Variables    Coefficients  z-Values  Coefficients  t-Values  

Constant   -1.6203** 

 

-2.24 -1.2713*** 

 

-3.62 

EPS   0.8769*** 

 

6.02 0.5067*** 

 

4.33 

DPS (t-1)   -0.6740*** -3.47 -0.1122 -0.96 

Speed of Adj. (SOA) 33%  Nil  

Target Pay-out Ratio (TPR) 264%  Nil   

Wald Chi2/ F-Stat 44.64***  10.25***  

R-Squared 32%  22%  

Hausman Specification test 6.13  7.32**  

Coefficients are in parenthesis. ***, **, represents values are significant at 1%, and 

5% level  

Source: STATA Output (2019)  

 

From the results in table 4 reports that the Wald and F-Stat value of 44.64 and 10.25 

for the Large and Sample firms’ model. All the models are fitted at 1% level of 

significance. The two results were used in testing hypotheses in respect of whether 

small firms smooth higher than large firms or otherwise. The result shows that EPS 

has a coefficient of 0.8769 and 0.5067 which is positive significant in both the large 

and small firms model respectively. This means that the higher the net current earnings 

the higher the increase in changes in dividend payment in the both large and small 

listed goods firms in Nigeria. On the relationship between previous dividend and 

dividend changes the result exhibits a coefficient of -0.6740 and -0.1122 for Large and 

Small firm respectively. The coefficient is only significant with large firms at 1% level 

of significance. 

The result further shows that the selected firms under the category of large firms has 

satisfied the requirement for assessing dividend smoothing in line with Lintner given 

the value of 33% and 264% for SOA and TPR respectively. This suggests that only 

large Listed goods firms in Nigeria smooth their dividend and empirical evidence of 

smoothing in listed goods firms in Nigeria. The result provides evidence for rejecting 

H02 says that small firms smooth higher than large firms in listed goods firms in 
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Nigeria. On the overall the results is in line with the a priori expectation because 

smoothing behaviour only exist in large and not in small firms. As such, when firms 

are categorized based on firm size of listed goods firms their smoothing behaviour 

varies and it is higher in large firms. 

 

Summary and Conclusion 

The paper provides new evidence in relation to the robustness of Lintner variables in 

predicting dividend smoothing. The study examined the extent of the relationship that 

existed between current net earnings, previous dividend and dividend changes by 

adopting traditional Lintner (1956) as the modified by Brittain (1964). The empirical 

examination by means of FE and RE models suggests that the selected listed goods 

firms smooth their earnings in order to meet stable dividend payment. The paper 

further classified the selected firms into large and small and tested smoothing in 

relations to the level of the firms’ size. The results revealed that listed goods firms 

when categorized into levels of firm’s size, earnings is the major determinant of 

dividend changes and dividend smoothing follow the trend at which the firms progress 

in relation in size. Thus, the result suggests that smoothing behaviour only exist in 

large firms and not in small firms.  

This is inclined with the view that large firms have high level of information 

asymmetry and the condition supports the robustness of firm size in explaining 

dividend smoothing by revealing a SOA value of about 30% which is closer to Lintner 

indicating that dividend payment is highly stable and has very slow adjustment toward 

target in the whole paying large and consumer and industrial firms in Nigeria. This 

paper contributes to dividend policy literature particularly in the area of dividend 

smoothing by confirming the variability of the explanatory power of Lintner model in 

the context of level of firm size. 
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