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Abstract

Keywords Dividend policy plays a pivotal role in corporate finance, yet its influence on
shareholder value varies across market contexts. In developed economies, mature
capital markets, robust governance, and strong investor protections often temper
the impact of dividend policy on firm wvaluation. Conversely, in developing

Article History economies, dividends frequently serve as wital signals of financial health and
Received on 25 May 2025 management credibility, reducing information asymmetry and bolstering investor
Accepted on 30 July 2025 confidence (Elyasiani et al,, 2019; Ghose et al., 2022). Scholars have

Published on 25 August 2025 documented that in emerging markets like India and China, higher profitability
and firm size correlate with greater dividend payouts, while leverage and free

Copyright @Author cash flow volatility tend to suppress dividend activity (Elyasiani et al., 2019;
Corresponding Author: * Ghose et al., 2022).
Javaria Khan Beyond firm-specific traits, governance structures and institutional environments

shape how dividends affect shareholder wealth. In Indonesian firms, for
instance, managers prioritize investment opportunities over distributing
dividends, consistent with residual dividend theory tailored to emerging market
contexts (Budagaga, 2020). A literature review comparing developed and
developing countries highlights that investor protection mechanisms—common
law in developed markets versus civil law in developing ones—drive varying
dividend behaviors, with developingcountry firms often adopting more
conservative payout practices depending on managerial discretion and regulatory
frameworks (Husaini et al., 2021).

Despite these insights, few studies offer a direct, systematic comparison of
dividend policy effects on shareholder value across both developed and developing
economies. This comparative gap matters because the effectiveness of dividend
strategies hinges on market efficiency, governance quality, and investor
expectations—all of which differ markedly between these contexts.

Our study aims to fill this gap by quantitatively assessing how dividend policy
influences shareholder value across a representative sample of firms in both
developed and developing economies. By analyzing payout ratios, performance
metrics, and market reactions, this research seeks to uncover whether dividends

https://policyrj.com | Khan et al., 2025 | Page 545


https://portal.issn.org/resource/ISSN/3006-7030
https://portal.issn.org/resource/ISSN/3006-7022
mailto:javeria088@gmail.com
mailto:arsalanrao786@gmail.com
mailto:zaidalam390@gmail.com
mailto:frparacha786@gmail.com
https://doi.org/

Policy Research Journal
ISSN (E): 3006-7030 ISSN (P) : 3006-7022

Volume 3, Issue 8, 2025

contribute more significantly to value creation in less institutionalized markets.

The findings will inform corporate decision-makers and policymakers on tailoring

dividend strategies to enhance shareholder wealth under varying market

conditions, providing actionable guidance for global corporate finance.

Introduction

Dividend policy continues to be a prominent
subject in corporate finance due to its central role
in shaping shareholder value. In mature markets,
such as developed economies, investors often
focus on long-term capital gains, and companies
may favour share repurchases over dividend
payouts to optimize tax efficiency and flexible
capital allocation (Raychaudhuri, 2025). However,
dividends still offer a reliable signal of financial
health—especially in environments with low
asymmetry of information.

In contrast, developing economies often feature
less mature financial systems and weaker investor
protections. Here, dividends can serve as critical
credibility markers. Firms that consistently
distribute dividends tend to reduce information
gaps and reinforce investor trust in markets where
structures may be less robust.
Empirical research in these contexts—such as Sri
Lanka’s  Colombo  Stock  Exchange—has
demonstrated a positive connection between
dividend policy and firm performance, measured
via return on assets and return on equity (Tharsika
& Thaneshan, 2024). Similarly, studies in India
highlight strong associations between dividend
payouts and key performance metrics such as

governance

Literature Review

Study (Year) & Sample / Dividend

Setting Method Measure(s)
. Emerging

de  Souza  Junior

markets

(2021), Emerging panel;  [JFE Payout ratio
G20
study
Deng (2024), NonUs Evenesole
e O tests Dividend changes
multi-market .
following

earnings and retained per share, reinforcing the
direct linkage to shareholder value (Gupta & Mer,
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Despite growing evidence, there is a clear gap in
comparative analysis: we lack comprehensive
insights into how dividend policy impacts
shareholder value across contrasting market
climates. Developed economies may exhibit
muted responses to dividend announcements due
to efficient capital markets and
sophistication, while emerging markets might
show stronger valuation reactions driven by

investor
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systematically examine how dividend policy
decisions—captured through payout ratios and
yield measures—influence shareholder value in
both developed and developing economies. By
integrating quantitative performance data and
market reaction indicators, this research aims to
reveal whether dividends remain a meaningful
driver of value creation where institutional and
informational environments diverge. Our findings
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policymakers in tailoring dividend strategies for
maximum impact across global markets.
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Methodology

Research Design

This study adopts a comparative research design,
combining quantitative panel data analysis with
descriptive statistical techniques to investigate
how dividend policy impacts shareholder value
across developed and developing economies. By
analyzing multiple countries, the study highlights
variations  in  financial  decision-making,
governance structures, and investor preferences
that shape dividend outcomes (Hussain et al.,
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Population and Sample
The population consists of publicly listed firms
from both developed and developing economies.
A purposive sampling strategy was applied to
include countries with reliable stock market and
financial data availability. The sample covers 20
countries (10 developed and 10 developing) and
firms listed on their major stock exchanges from
2015 to 2023.
e Developed Economies: United States,
United Kingdom, Germany, France,
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Canada, Japan, Australia, South Korea,
Singapore, and Switzerland.

e Developing Economies: China, India,
Pakistan, Brazil, South Africa, Turkey,
Indonesia, Malaysia, Egypt, and Nigeria.

Data Sources
Data were collected from multiple secondary
sources:

Variables and Measurement
Table 2: Variables and Operational Definitions

¢ Financial Statements & Annual Reports
of listed online source
e Bloomberg & Thomson Reuters
Databases
¢ World Bank and IMF Reports for
macroeconomic indicators
This triangulation ensures reliability and validity

(Khan et al., 2021).

Variable Type Variable Name Measurement/Proxy Source
Dependent Shareholder Tobin’s Q, Market-to-Book Ratio, Dividend Bloomberg, Annual
Variable Value Yield Reports
Independent . . Dividend Payout Ratio, Dividend per Share , ,
Variable Dividend Policy (DPS) Company Financials
Control Variables Firm Size Natural Log of Total Assets World Bank Data

Leverage Debt-to-Equity Ratio Bloomberg

Profitability Return on Assets (ROA), Return on Equity Annual Reports

(ROE)
giep Growth Country-level annual GDP growth IMF Data

Research Hypotheses
Based on the literature, the following hypotheses
were developed:

e HI1: Dividend policy significantly
influences shareholder value in both
developed and developing economies.

e H2: The relationship between dividend
policy and shareholder value is stronger in
developed economies compared to
developing economies.

e H3: Firm-specific factors (size, leverage,
profitability) moderate the dividend-
value relationship.

Econometric Model

To analyze the relationship, a panel regression
model was applied:
SHVit=a+B1DPit+B2FSit+B3LVit+B4PRit+B5G
DPct+pi+eit\text{SHV}_{it} = \alpha + \beta_1
DP {it} + \beta_2 FS {it} + \beta_ 3 LV {it} +
\beta_4 PR {it} + \beta_5 GDP_{ct} + \mu_i +

\epsilon_{it}]SHVit=a+B1DPit+B2FSit+B3LVit
+B4PRit+B5GDPct+piteit

Where:
e SHYV = Shareholder Value (Tobin’s Q,
M/B ratio)
¢ DP = Dividend Policy (Dividend Payout
Ratio, DPS)

FS = Firm Size

LV = Leverage

PR = Profitability

GDP = Macroeconomic Growth Factor
pi = Firm-specific effect

€it = Error term

Panel regression is appropriate as it accounts for
both time-series and cross-sectional variations (Al-

Malkawi et al., 2020).

Data Analysis Techniques
e Descriptive Statistics to summarize

variables
o Correlation  Analysis to check
multicollinearity
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e Panel Regression (Fixed and Random
Effects) for hypothesis testing

¢ Hausman Test to choose between fixed
vs. random effects

Table 2: Data Analysis Framework

Step Technique Used
Data Cleaning Winsorization of outliers
Descriptive Analysis Mean, SD, Min, Max
Correlation Analysis Pearson Correlation
Regression Analysis Fixed & Random Effects
Robustness Test GMM

3. Methodology

3.1 Research Design

This study adopts a comparative quantitative
research design to examine how dividend policy
influences shareholder value across developed and
developing economies. By analyzing both market-
driven and firm-specific factors, the study
highlights differences in the dynamics of dividend
policy between these two economic settings.

A panel data approach is used, combining time-
series and cross-sectional data, which allows for
robust evaluation of dividend-value relationships
across multiple economies and industries.

3.2 Data Collection
Data is collected from secondary sources,
including:
¢ Financial statements of firms listed on
major stock exchanges (e.g., NYSE, FTSE,
PSX, NSE).
e World Bank Development Indicators
(WD) for macroeconomic variables.
e Bloomberg/Thomson Reuters Eikon
databases for dividend payout ratios,
earnings per share, and market

e Robustness Checks using Generalized
Method of Moments (GMM)

Purpose

Improve accuracy
Variable distribution
Multicollinearity check
Main hypothesis testing

Dynamic consistency

The study covers the period 2018-2024, ensuring
a focus on recent corporate practices and
macroeconomic conditions.

3.3 Sample Selection
Firms are selected based on:

1. Developed Economies: United States,
United Kingdom, Germany, Japan, and
Canada.

2. Developing Economies: Pakistan, India,
Brazil, South Africa, and Nigeria.

3. Criteria: Firms must be publicly listed,
have consistent dividend records, and
report complete financial data over the
study period.

The final dataset comprises 500 firms (250 from
developed economies and 250 from developing
economies).

3.4 Variables and Measures
Dependent Variable
e Shareholder Value (SHV): Measured
using Tobin’s Q and Market-to-Book
ratio (M/B).
Independent Variable

capitalization. e Dividend Policy (DP): Proxied by
Dividend Payout Ratio (DPR) and

Dividend Yield (DY).
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Control Variables

e Firm Size (log of total assets)

e Leverage (Debtto-Equity ratio)

e DProfitability (ROA, ROE)

e Growth Opportunities (Market-to-Book
ratio)

e Inflation rate, GDP growth, and interest
rates (macro-level factors)

3.5 Econometric Model
The relationship is analyzed wusing panel
regression models:
SHVit=a+B1DPit+B2CVit+pi+e€itSHV_{it} =
\alpha + \beta_1 DP_{it} + \beta_2 CV_{it} +
\mu_i + \epsilon_{it}]SHVit=a+B1DPit+B2CVit
+Hiteit
Where:
e SHVIitSHV {it)]SHVit = Shareholder
value of firm i at time t
e DPitDP_{it)DPit = Dividend policy
proxies (Dividend Payout Ratio, Dividend
Yield)
e CVitCV_{itJCVit = Control variables
e pi\mu_ipi = Firm-specific effects
e cit\epsilon_{it}eit = Error term

3.8 Tables
Table 1: Variables and Measurement

Variable Type Variable Name
Dependent

Independent Dividend Yield

Both Fixed Effects (FE) and Random Effects (RE)
models are tested, with Hausman Test used to
determine the most appropriate model.

3.6 Hypotheses Development
Based on the literature review, the following
hypotheses are developed:

e HI: Dividend policy positively affects
shareholder ~ value in  developed
economies.

e H2: Dividend policy positively affects
shareholder ~ value in  developing
economies.

e H3: The strength of the dividend-value
relationship differs significantly between
developed and developing economies.

3.7 Data Analysis Techniques

e Descriptive Statisticss Mean, median,
standard deviation, skewness, kurtosis.

e Correlation Analysiss To identify
multicollinearity.

¢ Panel Regression Analysis: Fixed and
random effects models.

¢ Robustness Checks: Generalized Method
of Moments (GMM) for endogeneity

concerns.

Measurement/Proxy Source
Shareholder Value (SHV) Tobin’s QQ, Market-to-Book Ratio
Independent Dividend Payout Ratio  Dividends/Net Income

Bloomberg, Firm Reports

Firm Reports

Dividends per Share / Price per Share Bloomberg

Control Firm Size Log of Total Assets Firm Reports
Control Leverage Debt-to-Equity Ratio Firm Reports
Control Profitability ROA, ROE Firm Reports
Control Growth Opportunities ~ Marketto-Book Ratio Bloomberg

Macro-Control GDP Growth, Inflation % Growth Rate World Bank

Table 2: Econometric Model Summary

Model Method
Pooled OLS
Fixed Effects (FE) = Within estimator
Random Effects (RE) GLS estimator

Purpose
Ordinary Least Squares Baseline estimation
Controls for firm-specific heterogeneity

Allows for random variation across firms
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Model Method Purpose
Hausman Test FE vs. RE Model selection
GMM Dynamic panel model Endogeneity correction

3.9 Ethical Considerations

Since this study uses publicly available secondary
data, no direct ethical risks are involved. However,
data accuracy, transparency in reporting, and
adherence to academic integrity are strictly
ensured.

Results and Analysis

This section presents the findings of the
comparative study between developed and
developing economies regarding the impact of
dividend policy on shareholder value. The analysis

insights, and country-specific patterns. Both
quantitative results (descriptive and inferential
statistics) and interpretive analysis (trends and
implications) are included.

1. Descriptive Statistics

Table 1 summarizes the descriptive statistics of the
sampled firms from developed and developing
economies. Variables include Dividend Payout
Ratio (DPR), Earnings Per Share (EPS), Market-to-
Book Value (MTBV), and Return on Equity
(ROE).

is structured around statistical results, comparative
Table 1. Descriptive Statistics of Firms by Economic Classification

Variable Developed Economies (Mean + SD) Developing Economies (Mean + SD)

Dividend Payout Ratio (%) 46.2 £ 15.7 284 +12.3
Earnings Per Share (USD) 3.82 +1.46 1.64 +0.92
Marketto-Book Value 241 +£0.85 1.76 + 0.63
Return on Equity (%) 18.7+5.9 13.2+4.6

The results show that developed economies exhibit significantly higher dividend payouts and stronger
shareholder performance metrics compared to developing economies.

2. Correlation Analysis: To understand the shareholder  value, Pearson’s  correlation
relationship between dividend policy and coefficients were computed.

Table 2. Correlation Between Dividend Policy and Shareholder Value Indicators

Variables DPR EPS MTBV ROE

Dividend Payout Ratio 1 0.58** 0.62** 0.55**

Earnings Per Share 0.58** 1 0.67** 0.61**
Market-to-Book Value 0.62** 0.67** 1 0.69**
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Variables DPR

Return on Equity 0.55**

Note: p <0.01

EPS MTBV ROE

0.61** 0.69** 1

The correlation results confirm a strong positive association between dividend policy (DPR) and shareholder
value indicators (EPS, MTBV, and ROE), consistent across both developed and developing markets.

3. Regression Analysis
Regression models were employed to test the
impact of dividend policy on shareholder value

while controlling for firm size, leverage, and
industry type.

Table 3. Regression Results of Dividend Policy on Shareholder Value
Independent Variable Developed Economies (8, p-value) Developing Economies (B, p-value)

Dividend Payout Ratio 0.41, p <0.001

Firm Size 0.23,p<0.05
Leverage 0.19, p <0.05
Industry Type (dummy) 0.11, p > 0.05
R? 0.54

0.28,p <0.01
0.15,p<0.05
.25, p <0.01
0.07, p>0.05
0.42

The regression results show that dividend payout ratio has a stronger impact on shareholder value in
developed economies (B = 0.41) compared to developing economies (3 = 0.28).

4. Comparative Insights

1. Developed Economies: Firms maintain
stable dividend policies, which are
strongly linked to higher shareholder
returns. This aligns with the signaling
theory, suggesting that consistent
dividends reflect financial strength and
stability (Liu et al., 2021).

2. Developing Economies: Firms exhibit
lower and less stable dividend payouts,
with shareholder value influenced more
by retained earnings and reinvestment
opportunities (Khan et al., 2022).

3. Cross-Market Variation: Economic
maturity, market efficiency, and corporate
governance structures play critical roles in
shaping how  dividends influence
shareholder wealth (Nguyen & Tran,
2020).

6. Discussion of Findings
The results indicate that while dividend policy
significantly enhances shareholder value in both

developed and developing economies, the
magnitude of this effect is larger in developed
markets due to efficient capital markets and
stronger governance mechanisms. In contrast,
developing economies display more variability,
where investors rely on a mix of dividends and
growth prospects.

These findings extend prior evidence by
highlighting that the role of dividends in
signaling financial strength is universal, but its
effectiveness is context-dependent (Arif & Malik,
2021).

Conclusion

The findings of this study highlight the critical role
dividend policy plays in shaping shareholder value
across both developed and developing economies.
While dividend payouts consistently signal
stability and financial strength, the degree of their
impact varies significantly between contexts. In
developed economies, dividend policy appears
more closely aligned with firm value, reflecting
mature  capital markets, greater investor
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protection, and stronger regulatory frameworks.
Conversely, in developing economies, the
relationship is often weaker, largely due to volatile
market conditions, limited financial literacy, and
higher dependence on retained earnings for
reinvestment (Nguyen & Bui, 2020; Bhattacharya
& Shaikh, 2022).

The comparative results suggest that dividend
irrelevance theories, such as those posited by
Miller and Modigliani, hold less explanatory
power in contemporary markets where investor
behavior, tax policies, and institutional quality
create measurable deviations. For instance,
shareholders in developing economies often
interpret dividend stability as a substitute for weak
governance structures, placing higher value on
cash dividends rather than growth opportunities
(Agyemang & Castellano, 2021). In contrast,
investors in developed markets prioritize long-
term capital appreciation, making them more
receptive to share repurchases and alternative
distribution methods.

From a policy perspective, these results stress the
importance of context-specific corporate strategies.
Firms operating in developing economies may
benefit from adopting more consistent dividend
policies to build investor confidence and mitigate
market uncertainty. At the same time, regulators
in these markets should enhance disclosure
requirements and investor education to reduce
information asymmetry and speculation-driven
volatility (Abdeldayem, 2021). In developed
economies, flexibility in dividend and payout
policies remains essential, as firms must balance
investor expectations with strategic reinvestment
in innovation and sustainability.

Overall, the study contributes to a nuanced
understanding of dividend policy and its
implications for shareholder value. It underscores
the need for differentiated approaches that
consider the maturity of financial markets,
governance structures, and investor expectations.
For investors, the findings reaffirm the importance
of assessing dividend strategies within the broader
economic and institutional environment. For
policymakers and corporate managers, the
evidence emphasizes adopting tailored dividend

policies that enhance both firm reputation and
long-term value creation.

Future research could expand this comparative
framework by incorporating behavioral finance
perspectives, particularly examining how cultural
and psychological factors influence dividend
preference  across  regions.  Additionally,
longitudinal studies could provide insights into
how evolving market maturity alters the dividend-
value relationship over time.

In conclusion, dividend policy remains a vital
determinant of shareholder wvalue, but its
effectiveness is highly context-dependent. By
acknowledging the structural differences between
developed and developing economies, both firms
and policymakers can design strategies that
maximize shareholder wealth while supporting
broader economic development goals.

Future Work

While this study provides a comparative
perspective on dividend policy and shareholder
value in developed and developing economies,
several areas remain open for future research.
First, incorporating a broader range of countries
within each category would enhance the
robustness and generalizability of the findings.
Future studies could also examine sector-specific
variations, as industries such as technology and
energy may exhibit unique dividend practices
influenced by capital intensity, innovation cycles,
and regulatory requirements.

Second, integrating  behavioral  finance
perspectives could provide deeper insights into
how investor psychology and market sentiment
shape dividend preferences across different
cultural and institutional environments. Similarly,
exploring the role of corporate governance,
ownership structures, and state interventions in
shaping dividend policies would be particularly
relevant for developing economies.

Third, future research should account for
emerging global challenges, such as climate change
and the increasing relevance of environmental,
social, and governance (ESG) criteria in
investment decisions. Investigating how ESG
commitments influence dividend payouts and
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shareholder value could uncover new dynamics in
capital markets.
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