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Abstract
Motivation: The ownership structure is a frequently undertaken research issue 

on the dividend determinants. However, there are not many scientific studies conduct-
ed on the Warsaw Stock Exchange (WSE) which investigate the ownership structure 

of dividend payers in the context of board characteristics (i.e. board composition, board 
independence or chairman entrenchment). Therefore, a research gap has been observed 

in this area and an appropriate study has been conducted.
Aim: The aim of the paper is to investigate the links between the ownership structure 

of publicly traded companies and the dividend pay-outs in the context of board character-
istics.

Results: Empirical research has been conducted on a group of 354 non-financial compa-
nies listed on the WSE. The results of the study indicate that in the companies that pay out 

dividend one can observe a greater share of both the institutional investors and the State 
Treasury. The board of such companies is bigger, the board members more often hold 

shares and the chairman occupies the position for a longer time. Moreover, the propensity 
to pay dividend and dividend amount increase if there is an increase in institutional own-

ership, board duality and chairman entrenchment.
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1. Introduction

There are many approaches that attempt to explain why companies pay out div-
idends. One of them is based on the agency theory, according to which compa-
nies transfer a part of earnings to shareholders to reduce agency costs. In this 
theory, dividends are paid out to signal the good behaviour of board in managing 
free cash flows (Adjaoud & Hermassi, 2017, p. 92). As Jensen (1986, p. 247) 
argues managers could use free cash flows to increase the personal benefits, i.e. 
perks, incentives, bonuses (Bohdanowicz, 2016, p. 19) and destroy shareholder 
value. If dividends are paid, the stock market reacts positively because investors 
receive a signal that managers do not waste free cash flows in unprofitable in-
vestment projects. Therefore, dividends mitigate the agency costs resulting from 
the conflict between managers and shareholders (Grullon et al., 2005, p. 1659). 
However, some questions arise here. What if the managers are also the owners 
of the company? Do their goals begin to coincide with the shareholders’ goals? 
Is then the dividend pay-out more often and in what amount? Therefore, there 
is a research gap which this paper tries to partially fill.

The aim of the paper is to investigate the links between the ownership struc-
ture of publicly traded companies and the dividend pay-outs in the context 
of board characteristics of the companies listed on the Warsaw Stock Exchange 
(WSE). Such a goal formulation is related to investors’ preferences and their 
search for effective investment opportunities.

Basing on the literature presented in section 2 and taking into consideration 
contradictory results of the studies conducted on different stock markets, two 
main research hypotheses have been formulated:

–– H1: There is a negative correlation between a number of managers’ votes 
and dividend pay-out ratio.

–– H2: The ownership structure and board characteristics affect the dividend 
payment in diverse ways.
The second research hypothesis has been operationalized by formulating 

four auxiliary hypotheses. They are as follows:
–– H2a: There is a positive relationship between the institutional ownership 

and dividend pay-out.
–– H2b: There is a positive relationship between the board size and the dividend 

pay-out.
–– H2c: There is a positive relationship between the duality of board members 

and the dividend pay-out.
–– H2d: There is a positive relationship between a number of years of occupying 

the position by chairman and the dividend pay-out.



  EKONOMIA I PRAWO. ECONOMICS AND LAW, 18(3): 317–330

319

The remainder of this paper is organized as follows. Section 2 contains a short 
literature review. Section 3 describes the research methodology. Section 4 pre-
sents the research results and discusses them. Section 5 highlights the research 
findings.

2. Literature review

There are many studies investigating the links between the ownership struc-
ture and dividend pay-outs, but their results are contradictory. Considering 
the results of research on the ownership concentration, it should be noted 
that some of them prove that as the ownership concentration increases, an in-
crease in dividend payment is observed. The reason for that is seen in a strong 
impact of dominant shareholder on decisions made in the company and their 
power to benefit themselves (Mancinelli & Ozkan, 2006, p. 256). However, 
the majority of studies show a negative link between the dominant shareholder 
and dividend pay-out (Barclay et al., 2009, p. 2423; Bena & Hanousek, 2008, 
p. 106; Harada & Nguyen, 2011, p. 362; Maury & Pajuste, 2005, pp. 1813–
1834), which is explained by the use of earnings to improve company perfor-
mance (Gugler &Yurtoglu, 2003, p. 731) and — according to the entrenchment 
hypothesis — extract private benefits by dominant shareholders at the expense 
of minority shareholders. This situation can occur through the voting per lev-
erage as well as an implementation of private benefits from control, tunneling 
and self-dealing (Adamska, 2013, p. 175; Baltowski, 2017, p. 27). It should be 
added that ownership concentration can be differently related to dividend pay-
out depending on minority shareholders’ legal power to force a company to pay 
out dividends. It is observed that in civil-law countries dividends are lower than 
those in common-law countries (Kowalewski et al., 2008, p. 203; La Porta et 
al., 2000, p. 3; Moortgat et al., 2017, p. 113).

The literature presents contradictory research results regarding the State 
Treasury and institutional investors as dominant shareholders. Some authors 
argue that those investors strive to generate high financial benefits so dividend is 
paid (Smith et al., 2017, p. 38). Due to great capital involvement the State Treas-
ury and institutional investors can control managers and make decisions about 
dividend. Therefore, a positive relationship between the institutional ownership 
and dividend is observed in some studies (Aluchna et al., 2019, p. 227; Short 
et al., 2002, p. 105). Similar research results are obtained in case of the state 
ownership (Liljeblom & Maury, 2016, p. 2414; Nowak et al., 2017, p. 119; Si-
erpińska-Sawicz, 2014, p. 225). However, in the majority of studies dividend 
pay-out is negatively correlated with state ownership (Al-Najjar & Kilincarslan, 
2016, p. 135; Ben-Nasr, 2015, p. 665).

According to the literature, in the companies in which managerial owner-
ship increases the dividend is paid out less frequently and in a lower amount 
(Florackis et al., 2015, p. 783; Short et al., 2002, p. 105). Therefore, reach-
ing the high return on investment in the form of dividend should be possible 
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by investing money in the companies in which managerial ownership is low. 
Most authors show a negative relationship between the managerial ownership 
and dividend pay-out. It is argued that managers prefer to invest free cash flows 
rather than pay out dividend (Short et al., 2002, p. 105). In contrast, some au-
thors prove that if managers hold shares their goals start to be consistent with 
the goals of other shareholders, which results in dividend pay-out (Smith et al., 
2017, p. 38). In turn, Florackis at al. (2015, p. 783) show a negative link between 
the managerial ownership and dividend pay-out only if managers hold relatively 
few shares. However, this negative relationship turns into a positive one when 
managerial ownership increases. But not only managerial ownership has an im-
pact on dividend payment. Some studies prove that board characteristics are also 
very important. Adjaoud & Hermassi (2017, p. 101) show that the propensity 
to pay dividend is positively impacted by CEO duality and board size. They argue 
that large boards allow the inclusion of more diversity, which is good to improve 
the quality of decision making and acting in the best interest of the shareholders 
(Adjaoud & Hermassi, 2017, p. 93). What is more, the chairman entrenchment 
is crucial. The company is more likely to pay out dividend if the chairman is 
longer in this position. It confirms that dividend is one of the financial tools that 
are used by managers to entrench themselves (Schooley & Baney, 1994, p. 363). 
Furthermore, the dividend decisions are negatively related to board independ-
ence (Mehdi et al., 2017, p. 274) as well as depend on board gender (Wellalage 
et al., 2014, p. 115). Adams & Ferreira (2009, p. 291) prove that companies with 
more female managers have higher cash flows, and in order to reduce free cash 
flow problems they pay out dividend to the shareholders.

3. Methods

The empirical research was conducted on the group of 354 companies listed 
on the WSE in 2016. The financial institutions and companies with missing 
data were excluded from the research sample. An investigation was carried out 
in a few stages.

First, the research variables were chosen. The description of variables was 
presented in table 1. The dependent variables included propensity to pay div-
idend (div) and dividend pay-out ratio (dpr). In turn, the independent varia-
bles were divided into three groups, i.e. the variables describing the ownership 
structure (institution, individual, company, state, ffloat), the variables concern-
ing the characteristics of board of directors (board_size, board_dual, board_votes, 
board_indep, chairm_year) as well as the control variables (profit, liquid, ln_size, 
tobin_q). Second, the descriptive statistics and t-Student test for two independ-
ent samples were used to recognize the statistical significance of average value 
differences of the research variables for companies paying out and non-paying 
out dividend. Third, to investigate the strength and direction of relationship be-
tween the different variables, the Pearson correlation coefficient was used. Bas-
ing on the Pearson correlation matrix, the strongest correlated variables were 
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found. Then, the explanatory variables that are most strongly correlated with 
the others (i.e. these for which the value module of the Pearson correlation co-
efficient is higher than 0.5) were excluded from the further research. Fourth, 
the coefficients of logit and Tobit models were estimated to recognize the impact 
of the ownership structure and board characteristics on the dividend pay-out.

The impact of different determinants on the propensity to pay dividend was 
investigated using the logistic regression model given by the following formula 
(Stanisz, 2007, p. 220):
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where:
P(Y=1 | X1, X2,…, Xk) — conditional probability that the dependent variable 

div is equal to 1 for the independent variables Xi;
bi — regression coefficients;
Xi — independent variables presented in table 1.
In order to recognize the impact of ownership structure and board char-

acteristics on the amount of dividend pay-out, the Tobit regression model was 
used. This model was formulated as follows (Kufel, 2009, s. 146):
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where:
Y — dependent variable dpr and the other designations as above.
The study has been carried out using statistical package Statistica 12.5 

and Gretl. The data have been collected from the Notoria Serwis database.

4. Results

The results of empirical research presented in table 2 show that the ownership 
structure of non-financial companies listed on the Warsaw Stock Exchange is 
diverse. The individual investor occurs predominantly (55.1%), however the in-
stitutional investor is also observed very often (54.2%). Moreover, in 18.6% 
of cases another company is the shareholder and in 5.1% the State Treasury is 
the owner. When one takes into account the dominant shareholder1 it is worth 
to notice that in 32.8% of companies the individual investor is the largest share-
holder, while in 30.5% of cases another company holds the majority of shares. 
In turn, the institutional investor is a dominant shareholder in 12.7% of compa-
nies, and the State Treasury in 3.9%.

1  The dominant shareholder is defined in this paper as the owner of publicly traded 
company with the largest number of votes during the general meeting of shareholders. In 
15.5% of studied companies managers are the dominant shareholders.
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Table 3 provides the summary statistics for the dividend paying and non-pay-
ing companies. The dividend payers are characterized by a higher average share 
of institutional investors (15.1% to 9.1%). This difference is highly significant. 
What is more, the dividend paying companies have a higher share of the State 
Treasury and the lower share of free float. When considering the board char-
acteristics, it is worth to notice that the board of dividend payers is bigger (3.5 
members for the dividend payers compared to 2.9 members for non-paying 
companies), board members more often hold shares (36.2% and 25.1%, respec-
tively) which give them relatively more votes at the general meeting of share-
holders (11.3% to 8.0%, respectively). In terms of the chairman entrenchment, 
the average chairman’s seniority in dividend paying companies is longer than 
in non-paying companies (approx. 6 years to almost 4.5 years). However, 
the board independence is not significantly different between the paying 
and non-paying companies. Moreover, the dividend payers are more profita-
ble and liquid, bigger in size and have greater development opportunities than 
non-paying companies. These differences are statistically significant.

Table 4 provides correlation coefficients for the research variables. One 
can notice a statistically significant, positive albeit weak relationship between 
the institutional ownership and both the propensity to pay dividend and the div-
idend pay-out ratio (correlation coefficient is at 0.190 and 0.209, respectively). 
Moreover, the propensity to pay dividend is positively impacted by the state 
ownership and some board characteristics. The probability of dividend pay-out 
increases along with an increase in the number of board members, board duality 
and chairman entrenchment (0.145, 0.106 and 0.121, respectively) as well as 
along with an increase in profitability, liquidity and size of the company (0.246, 
0.109 and 0.230, respectively). In turn, the amount of dividend pay-out in-
creases along with an increase in the total assets.

Considering the relationships between the institutional ownership and board 
characteristics one can notice a negative and weak correlation between the num-
ber of votes belonging to institutional investors and managers, as well as between 
the institutional ownership and board independence (correlation coefficient is 
at –0.121 and –0.136, respectively). The achieved results seem to be consist-
ent with the theoretical approach arguing that insiders strive to invest free cash 
to develop the company rather than to pay out dividend (Short et al., 2002, p. 
105). Thus, along with an increase in the managerial ownership fewer institu-
tional investors hold shares. In turn, positive and moderate relationship is ob-
served between the share of individual investors and both the number of votes 
of managers and the board duality (0.610 and 0.426, respectively). This is due 
to the fact that there are many managers among individual investors. Other 
values of correlation coefficient are presented in table 4. According to table 4, 
some explanatory variables are strongly correlated with each other. To avoid 
the collinearity of variables, two of them, i.e. board_vote and board_indep, were 
excluded from the further research.
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Table 5 presents the estimation results of logit model. Initially, this model 
contains all explanatory variables and then, these with the highest p-value are 
subsequently removed and model is re-estimated to achieve the final model 
in which all variables are statistically significant. The estimated parameters of fi-
nal model allow to state that the institutional ownership has significant influence 
on propensity to pay dividend. If the share of votes of institutional investors 
increases, the likelihood of paying out dividend increases. The dividend is less 
likely to be paid in case of the companies with larger free float. However, taking 
into account the board characteristics, one can conclude that the probability 
of paying out dividend increases if at least one member of board is an owner as 
well as when the chairman is longer in this position. Moreover, the propen-
sity to pay dividend increases along with the profitability and size of company, 
which confirms the common opinion that dividend is usually paid out by bigger 
companies with a good financial standing (Adjaoud & Hermassi, 2017, p. 90).

The estimation results of Tobit model are presented in table 6. According 
to the final model, if the share of institutional investor increases, the dividend 
size increases. In turn, if the free float is larger, the dividend is lower. Analyz-
ing the board characteristics, one can notice that dividend increases if board 
members are also shareholders of the company, as well as the longer chairman 
is in this position. Considering the control variables, it should be noted that an 
increase in the profitability and size of the company results in higher dividend.

5. Conclusion

The study provides an additional insight into the relationships between own-
ership structure and dividend pay-outs in the context of board characteristics.

Referring to the first hypothesis, it should be observed that an increase 
in the number of managers’ votes may have a negative impact on the dividend 
amount. Results show negative and low correlation which, however, is not sta-
tistically significant. Moreover, the empirical findings show that in the com-
panies in which the number of managers’ votes is high, the share of the State 
Treasury, institutional investors and companies is low. This may suggest that 
reluctance to managerial ownership by institutional investors results from pay-
ing out low dividends.

Taking into account four auxiliary hypotheses, it should be noted that all 
of them were positively verified. In the companies in which institutional owner-
ship is larger both the propensity to pay dividend and the dividend amount are 
higher, which is consistent with an approach that institutional investors seek 
dividends. Also, if the board is bigger in size and the number of years of occu-
pying the position by the chairman is longer, the company is more likely to pay 
out higher dividend. This finding is consistent with the general opinion that 
big and maturate companies pay out dividend regularly. What is more, it can 
be assumed that chairman is longer in this position when they pursue share-
holders’ goals, including these related to the dividend pay-out. In addition, if 
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at least one of the board members is an owner, both the propensity to pay divi-
dend and the dividend amount are higher. This may mean that the goals of such 
a manager start to be consistent with the goals of other shareholders. It can 
be concluded that the mere presence of managers in the ownership structure 
(i.e. if they are minority shareholders) increases dividends, but when managers 
are dominant shareholders and have a real control and impact on the strategic 
decisions in the company, they prefer to leave a net profit as retained earn-
ings than to transfer it to shareholders. This result suggests extracting private 
benefits by dominant shareholders at the expense of minority shareholders by 
tunneling and self-dealing. However, further research is required to confirm 
this observation.
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Appendix

Table 1.
Characteristics of the research variables

Variable Description
div binary variable equal to 1 if the company is a dividend payer in year t, otherwise equal to 0

dpr dividend pay-out ratio in year t (calculated as a relationship between dividend per share and earn-
ings per share)

institution share of votes of institutional investors in the total number of votes in year t–1

individual share of votes of individual investors holding at least 5% of votes in the total number of votes in year 
t–1

company share of votes of legal persons (excluding institutional investors) in the total number of votes in year 
t–1

state share of votes of State Treasury in the total number of votes in year t–1

ffloat share of votes of free float (investors holding lower than 5% of all shares) in the total number of votes 
in year t–1

board_size total number of board members in year t–1

board_dual binary variable equal to 1 if at least one of board members is a shareholder in year t–1, otherwise 
equal to 0

board_votes share of votes of board members in the total number of votes in year t–1
board_indep ratio showing the percentage of board members without shares in year t–1
chairm_year number of years of the chairman in this position
profit return on assets ratio in year t–1 calculated as a relation between net profit and total assets
liquid current ratio in year t–1 calculated as relationship between current assets and current liabilities
ln_size size of the company in year t–1 measured by natural logarithm of total assets

tobin_q ratio describing the growth opportunities defined as a relationship between the sum of market 
capitalization and debts to total assets

Source: Own preparation.

Table 2.
Characteristics of the research sample

Specification
Shareholders Dominant shareholders

Number Share Number Share
individual investors 195 0.551 116 0.328
institutional investors 192 0.542 45 0.127
companies 66 0.186 108 0.305
State Treasury 18 0.051 14 0.039
free float 354 1.000 71 0.205
all investors – – 354 1.000

Source: Own preparation based on data collected from the Notoria Serwis database.
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Table 3.
Descriptive statistics and t-statistic for two independent groups

Variables
Dividend payers Dividend non-payers Mean difference

Mean Standard deviation Mean Standard deviation t-statistic p-value
institution 0.151 0.152 0.091 0.135 –3.862 0.000
individual 0.250 0.279 0.226 0.276 –0.792 0.429
company 0.177 0.250 0.208 0.271 1.034 0.302
state 0.039 0.147 0.012 0.070 –2.317 0.021
ffloat 0.309 0.192 0.375 0.254 2.538 0.012
board_size 3.472 1.511 2.863 1.746 –3.300 0.001
board_dual 0.362 0.483 0.251 0.435 –2.217 0.027
board_votes 0.113 0.182 0.080 0.167 –1.704 0.089
board_indep 0.824 0.281 0.802 0.339 –0.615 0.539
chairm_year 6.135 5.778 4.443 8.018 –2.087 0.038
profit 0.072 0.051 0.047 0.044 –4.934 0.000
liquid 2.340 2.197 1.749 2.497 –2.228 0.026
ln_size 12.861 1.428 12.224 1.279 –4.304 0.000
tobin_q 1.391 0.836 1.234 0.866 –1.658 0.098
N 127 227 354

Source: Own preparation based on data collected from the Notoria Serwis database.
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Table 5.
Estimation results of logistic regression model (N=354)

Variables
Model Final model

b t-statistic p-value b t-statistic p-value

institution 3.147 3.396 0.001 2.774 3.326 0.001
individual 0.722 1.088 0.277 – – –
company 0.523 0.830 0.407 – – –
state 1.708 1.319 0.188 – – –
ffloat –1.127 –1.705 0.089 –1.325 –2.207 0.028
board_size 0.092 1.081 0.280 – – –
board_dual 0.628 1.918 0.056 0.753 2.642 0.009
chairm_year 0.035 2.017 0.044 0.033 1.826 0.069
profit 11.096 3.903 0.000 12.051 4.584 0.000
liquid 0.058 1.128 0.260 – – –
ln_size 0.398 3.537 0.000 0.471 4.827 0.000
tobin_q 0.071 0.437 0.662 – – –
intercept –7.434 –4.962 0.000 7.500 –5.641 0.000
Wald Chi2 79.853 74.395
p-value 0.000 0.000

Source: Own preparation based on data collected from the Notoria Serwis database using Statistica.

Table 6.
Estimation results of Tobit regression model (N=354)

Variables
Model Final model

b z-statistic p-value b z-statistic p-value

institution 2.675 3.883 0.000 2.582 4.054 0.000
individual 0.371 0.742 0.457 – – –
company 0.145 0.307 0.758 – – –
state 0.233 0.260 0.794 – – –
ffloat −1.049 −2.162 0.031 −1.167 −2.576 0.010
board_size 0.041 0.632 0.527 – – –
board_dual 0.256 1.049 0.294 0.362 1.703 0.088
chairm_year 0.022 1.824 0.068 0.021 1.758 0.078
profit 4.463 2.098 0.035 5.256 2.713 0.007
liquid 0.053 1.349 0.177 – – –
ln_size 0.309 3.663 0.000 0.322 4.473 0.000
tobin_q 0.052 0.437 0.662 – – –
intercept −5.361 −4.779 0.000 −5.110 −5.149 0.000
WaldChi2 48.709 46.748
p-value 0.000 0.000

Source: Own preparation based on data collected from the Notoria Serwis database using Gretl.
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