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Abstract

Resear ch background: Dividend policy has been a subject of many sciensifudies. Although
most of them focus on its determinants, thereilisestesearch gap concerning the lack of com-
prehensive research on the differences betweenamiepimplementing different types of divi-
dend policy. Furthermore, no attempt has been rtad®icate which of them could be consid-
ered as more attractive for stock market invedtat invests in dividend stocks.

Purpose of the article: The aim of this paper is to carry out a comparagivalysis of companies
with different dividend policy from the point ofexiv of their investment attractiveness.

Methods: The empirical research is conducted among the aeglividend payers listed on the
main market of the Warsaw Stock Exchange in ye@8422017. The data for analysis is collect-
ed from Notoria Serwice and Stock Market Yearbookse main calculations are carried out
using the technique for order of preference by Isirity to ideal solution (TOPSIS), descriptive
statistics and one-way analysis of variance ANOVifwrisher’s LSD test.

Findings & Value added: The value added of this paper is a holistic apgraaccomparison of
companies conducting different dividend policy. Thest significant differences are observed in
case of extreme and residual dividend policy. Titst policy should be of particular interest to
investors investing for dividends, while the seconé should be attractive to investors that invest
for capital growth. The research is valuable duthéolack of academic studies concerning differ-
ent dividend policy in the context of attractivesi@$ investing in dividend shares.
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I ntroduction

A stock market investor acts with an intention afgng the financial ben-
efits in the form of capital gain or dividenRecently, more and more in-
vestors build their investment portfolio in suchway to have dividend
shares. Investing for dividends aims to providerthwith regular income.
Since the preferences on investing for dividendfemiinvestors should be
able to find a proper dividend payer, i.e. a conyptrat will meet their
dividend expectationsl herefore, investors should find out more about the
characteristics of companies implementing differdintdend policy. This
knowledge may help them to find the suitable investt opportunity, i.e.
that one with the greatest investment attractiveries them. Considering
this, the aim of this paper is to carry out a corapee analysis of compa-
nies with different dividend policy from the poiat view of their invest-
ment attractiveness. The study aims to answer ésearch questions:
1. what are the differences between the companiesimgiting different
dividend policy?
2. which dividend policy is the most attractive fov@stors investing for
dividends?

Finding the answers to above questions is not siggificant from the
point of view of clientele effect, but it is alsmportant for investors look-
ing for the best investment opportunity.

The research has been conducted among the reguiderdl payers
listed on the WSE over the period 2001-2017 usitdNOXA, Fisher's
LSD test and TOPSIS.

The remainder of this paper is organized as folld®extion 2 presents
the literature review. Section 3 describes the putlogy of research. Sec-
tion 4 presents the research results and disctisses Section 5 highlights
the main research findings. Section 6 containgaitimex.

Literaturereview

Dividend policy has been a subject of interest sia®56. In that year,
Lintner published his famous article on dividendn(her, 1956, pp. 97—
113). Dividend policy is understood as a long-testnategy that concerns
the division of net profit into dividend and retath earnings. Decisions
made about dividend are important not only for ¢cbenpany, but also for
long-term investors seeking the most profitableestment opportunities.
Building investment portfolios, some investors istvéor capital growth,

while others invest for dividends. For both growgfsinvestors dividend
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payout is crucial because if expected dividendas paid out or omitted

a decrease in the market share price may be olobséMiehaely et al.,

1995, p. 574). In turn, if dividend occurs regufathe stock market usually

reacts positively and highly values the companyhbhéo& Schneller, 2012,

p. 1401).

Regular dividend payouts can take a form of six ehdgpes of divi-
dend policy:

— constant dividend per share policy is about payiaga fixed dividend
per share regardless of the level of net profiel(ih-Babiarz, 2018, p.
510). A characteristic feature of this policy idatevely low dividend
payment (Rutkowski 2007, p. 81). Changes in dividamount are ob-
served only in the long-term (Jab&ki & Kuczowic, 2015, p. 73).
Moreover, if company generates abnormal net prefitcalled extra
dividend may be paid (Besley & Brigham, 2008);

— growing dividend per share policy is perceived asaaaptation of
above policy to the market situation. Its ideadgay out higher divi-
dend than in the previous year in order to compgente loss of the
dividend value due to the increase in inflationddha, 2015, p. 441);

— constant payout ratio policy consists in paying auixed part of net
profit. As a result, the level of dividend per ghaaries from year to
year along with the level of net profit. The maieakness of this divi-
dend policy is seen in a probable decrease in trkehvalue of com-
pany resulting from lower lever of net profit (Cvam& Cwynar, 2007,
p. 189);

— extreme dividend policy is to transfer 100% of patfit to the share-
holders, which results in the necessity of raisix¢ernal capital to fi-
nance the company’s investment projects. The etraature of this
policy results from the possibility of its implentation only in the
short-term (Wypych, 2008, p. 22);

— residual dividend policy means paying out dividexitdr financing the
company’s investment projects. Its implementatioaynmesult in the
variability of dividend per share and affect therket value of company
(Baker & Smith, 2006, p. 2);

- hybrid dividend policy means a combination of asletwo different
types of dividend policy.

The literature on dividend policy focus mainly ¢s determinants. One
of them is company’s profitability. Dividend payesse characterized by
relatively high profitability (Eije & Megginson, 2@, p. 347; Kowerski,
2011, p. 163; Droj & Bege, 2019, p. 29; Pieloch-Babiarz, 2019, p. 320), as
the dividend is usually paid out of the net praithieved in the last year.
Studies show, however, that despite the fact thadehds are paid out of
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net profit, their amount does not change exackly thanges in net profit.
Managers set target dividend payout ratios and #moat dividends. The
dividend smoothing, introduced by Lintner (1956, pp—113), aims to pay
out dividends at a similar level both in the yeafrfiigh and low net profit
(Mosionek-Schwedat al., 2017, p. 67; Kent & De Ridder, 2018, p. 138;
Rhee & Park, 2018, p. 37; Fliers, 2019, p. 98;6f\ll., 2019, p. 65). In this
way, managers can continue chosen dividend polithiowt a negative
influence on the market value of company. An insee dividend should
only take place if managers are sure that a hidividend is possible to be
paid out in subsequent years.

Furthermore, financial liquidity is one of the mastportant dividend
determinants. As research shows, only liquid congzaare able to pay out
dividend (La Portat al., 2000, p. 34; Fama & French, 2001, p. 3). Along
with an increase in liquidity, an increase in demnd amount is observed
(Arndt & Kucerova, 2019, p. 1515; Droj & Bgn 2019, p. 29). This is
related to free cash flow theory of Jensen (1986247-263), who argues
that greater free cash flow results in higher dividl payouts. That theory
was also confirmed, among others, by Smith and &éaon (2019, p. 284)
and Pepuet al. (2019, p. 468).

It is noteworthy that high free cash flow is ofteloserved in developed
companies that are at an advanced stage of thedsssiife cycle. Mature
companies often have funds without an opportuityntest them in highly
profitable investment projects. As a result, matompanies pay out divi-
dend more often than young and growing companiesli@ et al., 2002,

p. 387; DeAngelat al., 2006, p. 227; Eije & Megginson, 2008, p. 347;
Kowerski, 2011, p. 165Mature companies generate revenues at the level
that allows them to operate without excessive debtatively lower debt
and cheaper debt service affect the ability of metompanies to share net
profit with their shareholdersTherefore, the dividend payers are usually
less indebted than non-payers (Eije & Megginso82@. 347; Pieloch-
Babiarz, 2019, p. 320).

Moreover, price to book value ratio is often coesatl when dividend
determinants are studied. However, as Arndt ancek@a (2019, p. 1521)
claim, the value of this ratio shows a negative &wd influence on the
dividend amount. Their findings are consistent wikiese of Topalov
(2013, p. 268), which proved that dividend amognhbostly influenced by
the net profit and the lowest influenced by the@ito book value ratio.

The ownership concentration is also seen as ortieeodlividend deter-
minants. However, findings are inconclusive. Someiss prove that divi-
dend is more often paid by companies with concedraownership
(Mancinelli & Ozkan, 2006, p. 265; Ramli, 2010,176). This is explained
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by the impact of dominant shareholder on achiewhgreholders’ goals,
including dividend payout. In contrast, Khan (200§, 172—-173) argues
that in companies with strongly concentrated owmgrdividends are low.
This is caused by the protection of dominant shadshms’ interest and
transferring earnings, among others, by tunnellstead of dividend.

In addition, according to the author's knowleddeerée is no academic
research regarding the comparison of companieseimghting different
types of dividend policy in the context of investrhattractiveness.

Resear ch methodology

The study has been conducted among the compasted Ibn the main
market of the Warsaw Stock Exchange (the WSE) enydrars 2001-2017.
The condition for including the company in the @sé sample is to be a
regular dividend payer in the last year of analy&isegular dividend payer
is defined by the WSE as a company that pays ditidend for at least 5
consecutive years. The adopted criteria have begiyn81 companies.

To answer the research questions, we posit thethgpis that extreme
dividend policy is of particular interest to invest investing for dividends,
while residual one is attractive to these investigcapital growth. Then,
we carry out the study in a few stages.

First, we categorize the companies against sixstgbelividend policy.
Secondwe choose 18 variables that describe 8 main arfedwidend
determinants and can be taken under considerati@mm wivestment deci-
sions are made, i.e. financial liquidity (curreatio — CR, quick ratio —
QR, money ratio — MR), profitability (return on ats — ROA, return on
equity — ROE, return on sale — ROS), indebtedndsbt(ratio — DR,

debt-to-equity ratio — D/E, long-term debts-to-aguiatio — LTD/E,
fixed capital-to-total assets ratio — FC/TA), intraent opportunities
(long-term investment-to-total assets ratio — LA Tmarket ratios (divi-
dend yield — DY, dividend payout ratio — DPR, pribeok value —
P/BV, price earnings ratio — P/E), company’s sittee (natural logarithm
from total assets — InTA), company’s age (the nundfenonths after the
initial public offering — Age), ownership structuthe share of votes of
notified investors — Sharefrinancial ratios are measured annually.

Third, we investigate whether there are any diffees between the
companies conducting various dividend policy. Totlis, we use the de-
scriptive statistics and one-way analysis of vamawith Fisher's Least
Significant Difference (LSD) test (Lynne & Abdi, 20, pp. 1-6).
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Fourth, we use the classical technique for ordgreference by similar-
ity to ideal solution (TOPSIS) to rank differenpgs of dividend policy and
find out which dividend policy can be treated bycét market investors as
this one with the greatest investment attractivenés order to eliminate
strongly correlated variables (r at 0.7), we useRbarson correlation coef-
ficient. As a result, some variables must be exadulom further research.
Next, we divide the remaining 10 variables intonstiants (DY, ROE, CR,
MR, LnTA, Age, Share) and destimulants (P/E, DRI/TA).

Classical TOPSIS method, introduced by Hwang andnY(@981) and
further developed by Yoon (1987, pp. 277-286) amchiryet al. (1993,
pp. 889-899), is a widely used approach for mutipiteria decision mak-
ing (see: Zemlickieh et al., 2018, pp. 29-54; Rogalska, 2018, pp. 707-
723; Rogalska, 2019, pp. 7378-7385, Kotikova & \é&yr2019, pp. 48—
63). The strength of this method is its simpliatyd practicality (Wangt
al., 2015, p. 1) and ability to divide the objectoihbmogenous subsets. In
turn, the weakness is that the use of the Euclidestance does not include
the correlation between attributes, as well as difficult to weight attrib-
utes and keep consistency of judgment (Velasquétester, 2015, p. 62).
The basic principle of this approach is that thst lakecision should be the
closest to the ideal solution and the farthest ftbexnon-ideal one (Wang
et al., 2015, p. 3). The decision-making process basetthisrmethod con-
sists of the following steps (Wamgal., 2015, p. 3):

Step 1. Normalize the decision matrix:

x

L (i=12,...m | =12,...,n) 1)
X

=
1]

NgE

2
K

=
11,
-

where:
I, stands for the normalized valuejtf criteria for theth alternative.

Step 2. Calculate the weighted normalized decisiatrix:
v, =wir, (=12, mj =120 w, =1) (2)
j=1

where:
W; is the weight of théth criteria.
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Step 3. Determine the positive and negative idelatisns:
@' = (@ )= maxy D3 miny 03} @)
& = (@& )= miny 00, maxy [i00)) @)

where:
J, is a set of stimulants and,, is a set of destimulants;

Step 4. Calculate the Euclidean distance from thsitipe ideal solution
and the negative ideal solution:

S = /i(v”—a)z (i=12,..m=12...n) )
§ = >0 -2 (=12..m =120 (6)

S’ (S") denotes the distance between ithealternative and the positive (nega-
tive) ideal solution;

where:

Step 5. Calculate the relative closeness to thed mi#ution:

S
S +S

R = ,(i=12,....m) @)

where:
0< R <1. The highest value oR indicates the best solution (object) in consid-
ered problem of linear ordering.

To weight the attributes and keep the consisterigydgment, we use

three ways to determine weights:

- Way I. Method of equal weights — each weight hasdhme value (in
the study all weights are equal to 0.1),

- Way Il. Method based on the coefficient of variatitn calculation, the
following formula has been used (Taragki & tuniewska, 2003, p.
525):
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i n : (8)

where:
VJ- — the coefficient of variation;

Way lll. Entropy method for determination of weightt consists of the
following steps (Zhang, 2015, p. 196; Pietrzak 8ld@szak, 2017, pp. 310
318; Balcerzak, 2020, pp. 1a122):

a) normalization of decision matrix:

= -N) )

qu

i=1
b) computation of entropy:

e =- in(m )Zr” Inr,,(j = .,Nn) (10)

¢) computation of weight vector:

1l-e
W, = —— (11)
2. -¢)

=

The data for analysis comes from Notoria Serwicé Stock Market
Yearbooks. To conduct the research, we use stalisoftware Statistica
12.

Results

The research shows that on the WSE dominate tlwapanies that do not

pay out dividend. However, the share of non-paygesreases year by year
(from 75.7% in 2001 to 58.3% in 2017). Among dividepayers, one can
observe a successive increase in the number of axew that regularly

pay out dividend. In 2001, regular dividends stémd13.0% of all divi-
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dend payouts, while in 2017 they represent 40.3%ivalend payouts (see
Figure 1).

Analyzing the research sample in terms of the tfpgividend policy, it
should be noted that the majority of companies oohdo-called stable
dividend policy (in total 64.2%), i.e. constant idend per share policy
(32.1%) and growing dividend per share policy (3&2.1Moreover, some
companies implement residual dividend policy (3.7%ybrid dividend
policy (9.9%), extreme dividend policy (14.8%) arwhstant payout ratio
policy (7.4%) (see Figure 2).

The descriptive statistics presented in Table Yideosome characteris-
tics of companies regularly paying out dividendkifg into account the
dividend payout ratio, it should be stated thatdheatest average payouts
from net profit and reserved capitals are madease®f extreme dividend
policy (mean is at 136%, median is at 100%), whigbults from the es-
sence of this policy. The payout of such a highddind is positively per-
ceived by the capital market and results in a H¢BV ratio (mean is at
2.49 and median is at 2.41). Furthermore, dividgigdd is the highest
(mean is at 6.36% and median is at 6.90%). It igtlwto notice that this
type of dividend policy is implemented in highlyofitable and liquid com-
panies. The profitability ratios and financial lidity ratios are the greatest
(average ROA is at 11%, ROE is at 23% and ROS18%t, while average
CRis at 2.08, QR is at 1.56 and MR is at 0.53f Gbmpanies implement-
ing extreme dividend policy areharacterized by low indebtedness and
average level of long-term investments (LTI/TA ts28€%), which allows
them to pay out the entire net profit. It seembeaaonsistent with the theo-
retical approach indicating an increase in divideagtout in case of good
financial standing of the company (Eije & Meggins@008, p. 347). Fur-
thermore, those companies are on average listed¥brmonths, and the
average share of notified investors is at 71%.

Comparing different types of dividend policy, orenmotice that aver-
age dividend payout ratios for companies conduatmgstant and growing
dividend per share policy are similar and equab38&c and 61%, respec-
tively. It should be indicated that those figures eelatively high compar-
ing to results for other types of dividend politiowever, those results are
contradictory to literature which assumes relagiveW dividend payouts in
the companies conducting constant and growing diudper share policy
(Rutkowski, 2007, p. 81). This situation can belaixgd by the fact that
companies implementing both types of dividend goliave good financial
standing — they are profitable, liquid and not essbeely indebted. Com-
paring those two types of dividend policy, it isesethat companies with
growing dividend per share policy are more proféataverage ROA is at

71



Equilibrium. Quarterly Journal of Economics and Economic Palicy, 15(1), 63-85

9%, ROE is at 16% and ROS is at 10%) that compamigsconstant divi-
dend per share policy (7%, 7% and 7%, respectivél§jat is more, those
companies are of similar liquidity (average CR.B83land 1.64, respective-
ly), level of debt (average DR is at 37% and 36éspectively; average
D/E is at 64% and 62%, respectively), fixed capftalerage FC/TA is at
10% in both cases), company’s size (average InTét i$2.63 and 12.71,
respectively), age (121 and 154 months, respegjiagld ownership struc-
ture (mean is at 71% and 61%, while median is & &ad 71%, respec-
tively). The similarity of companies conducting sleatwo types of dividend
policy is consistent with literature, which makestteat them as one divi-
dend policy, so-called stable dividend policy (@&bki & Kuczowic, 2015,
p. 73).

When analyzing the companies conducting constarduytaatio policy,
it should be noted that they are the lowest priceglation to the compa-
nies implementing other types of dividend policydiage P/BV is at 1.15),
which is consistent with the literature provingttkize changes in the level
of dividend may negatively affect the market vatdieompany (Grulloret
al., 2002, p. 387). This is due to the fact that inmesexpect the dividend
to be paid out at a level that is similar to theidknd amount form the pre-
vious year. As a result, a decrease in the amodudiviwlend payout may
cause a fall in the market share price. What isemttris type of dividend
policy is characterized by relatively lower amowftnet profit which is
transferred to the shareholders as a dividend {@nage 42%)and the
return on investment measured by dividend yielthéslowest and amounts
to 2.62%. Companies with constant payout ratiocgodire profitable and
liquid. Their indebtedness is the lowest in the researchpyfaverage DR
is at 28%, and D/E is at 45%), long-term investraedre relatively low
(average LTI/TA is at 10%), they are listed thegest (on average 183
months), and the share of notified investors in dimership structure is
relatively high (77%)The obtained research results supplement the ¢urren
knowledge on different types of dividend policghey allow to conclude
that companies conducting constant payout ratiacypahre the mature
companies that do not implement many investmerjept® so they trans-
fer to the shareholders the excess free cash ifotheof dividend.

In turn, in the case of the residual dividend pglitee cash is primarily
invested (average LTI/TA is the highest and egoi@2%), which results in
the lowest dividend payout (average DPR is at 1886, DY is at 1.13%)
and the highest market valuation (average P/BWt i8.47, and P/E is at
25.63).Those companies are profitable and liquid. Howethas, financial
liquidity is relatively lower than in case of th@mpanies implementing
other types of dividend policy (average CR is &41and QR is at 0.80),
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and due to the implementation of long-term investisiethere is relatively
higher indebtedness (average DR is at 45%, andSDdE84%).It is worth
adding that those companies are relatively the gesin(they are listed for
approx. 104 months), which is why they are conltagrowing and invest-
ing their net profit rather than transfer it to thleareholders. However, it
should be noted that there are only three such aoniep in the research
sample.

Considering hybrid dividend policy, one can notikat most of studied
ratios are at the average level. That situation reault from the nature of
this policy which is about combining different typef dividend payouts.
Moreover, the companies implementing this dividpoticy invest relative-
ly the least (average LTI/TA is at 5%), are theyémt (average InTC is at
14.16), and ownership concentration is the higf@mstverage of 82%An
in-depth analysis has showed that the surveyedpgobiwompanies is not
homogeneous in terms of dividend policy, therefine obtained research
results should not be generalized.

The comparison of significance of differences ie timean of ratios
characterizing six groups of companies conductiffgrént types of divi-
dend policy has showed the existence of statistisaynificant differences
in case of six ratios, i.e. DPR, P/BV, P/E, DY, RQHI/TA (see Table 2).
The Fisher's LSD test shows that, at the signiiealevel ofa = 0.05,
companies implementing extreme dividend policy eifignificantly in
dividend payout ratio from companies implementimy ather dividend
policy. Furthermore, in the case of price-to-book valuéoyadtatistically
significant differences are observed between thmpamies implementing
residual dividend policy and other types of dividgmolicy, with the excep-
tion of extreme dividend policy, for which statesgtlly significant differ-
ences are observed with constant payout ratioypdhcturn, in the case of
price-to-earnings ratio, statistically significatifferences are observed for
companies conducting hybrid dividend policy andeottividend policies
except for residual dividend policZonsidering return on equity, there are
significant differences between constant and grgwdividend per share
policy, as well as extreme dividend policy and ¢ans dividend policy,
constant payout ratio policy and hybrid dividendigyo In turn, the aver-
age values of LTI/TA ratio are significantly difeert for companies con-
ducting hybrid dividend policy and: constant divideper share policy,
extreme dividend policy and residua dividend pqliag well as constant
dividend per share policy and constant payout raditicy, growing divi-
dend per share policy and residual dividend policy.
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In order to use TOPSIS, we exclude those varialolesvhich there is
a strong correlation (r = 0.% = 0.05} (see Table 3). Then, the synthetic
indicators used to assess the attractiveness estiment in dividend shares
have been calculated. Table 4 presents the redul®PSIS, i.e. arranging
different types of dividend policy in order (Rardnd finding homogene-
ous subjects (Class). The values of synthetic aidis show that different
weights assigned to particular variables do natcafthe ordering of indi-
vidual objects in case of three types of divideoticy, i.e. extreme divi-
dend policy, constant dividend per share policy eesidual dividend poli-
cy. In all cases, the highest value of the synthetilicetor of investment
attractiveness of dividend shares has been obtdoredxtreme dividend
policy, while the lowest one has been received for compganith residual
dividend policy.

On the basis of the value of synthetic indicatdierent types of divi-
dend policy have been grouped in terms of theiruausimilarity. Four
classes of similarity have been distinguisHadhe first class, there is only
extreme dividend policy, which is conducted by toenpanies character-
ized by, among others, the highest dividend yieddyrn on equity and
financial liquidity. The second class includes three types of dividentid p
cy, i.e. growing dividend per share policy, consfaayout ratio policy and
hybrid dividend policy.Companies implementing those types of dividend
policy are characterized by the similar market ga(f?/E ranges from
11.31% to 15.18%), return on equity (ROE rangemfB%6 to 15%), cur-
rent ratio (CR ranges from 1.63 to 2.16), long-tedebt ratio (LTI/TA
ranges from 5% to 19%) and the relatively long qebrof listing on the
WSE (from 154 to 184 monthdn the third class, there is constant divi-
dend per share policy. The companies conductirgydividend policy are
characterized by the average level of financiabsadndthey are relatively
short-listed companies. Residual dividend policlpbgs to the forth class.
In this case, the companies are characterized, quihers, by the highest
market value, the lowest dividend yield, the lowksancial liquidity, the
highest debt and the shortest time on the capitaket.

Discussion
As results showed, the constant and growing divigkedshare policy pre-

vailed among 81 regular dividend payers listed o WSE in the year
2017. That finding is consistent with that one gfjdta and Oleksy (2016,

! Variables that remained: DY, ROE, CR, MR, LnTA,éAghare, P/E, DR, LTI/TA.
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p. 415) who proved that the constant divided peresipolicy dominated
among trading companies that paid out dividenchia years 20042014.
However, this is contrary to the findings of Jaisiki and Kuczowic (2015,
p. 77) who showed that in the years 20t 2, the residual dividend poli-
cy dominated on the WSE. Observed differences trésrm the fact that
their study was conducted mainly during the ecorarrisis. As Kowerski
(2011, p. 166) claims, dividend decisions are madee often during the
economic growth, and in the event of a crisis, prefit is left for invest-
ment. Furthermore, our results are in line withidbnd smoothing pro-
posed by Lintner (1956), as well as Gordon’s md@asirdon, 1959). Bas-
ing on their theories, one can say that if a comsarts to pay dividend,
the payout should be continued in following yeatssimilar or higher
amount so that the market value of company doesleatease. Maintain-
ing the dividend at a certain level regardlessaifprofit changes, i.e. divi-
dend smoothing, is still under discussion in Eur@dent & De Ridder,
2018, p. 138; Fliers, 2019, p. 98), USA (Koussiddakrominas, 2019, p.
1030), Asia (Al-Najjar & Kilincarslan, 2017, p. 30Rhee & Park, 2018, p.
37, Ali et al, 2019, p. 65) and Latin America (Mosionek-Schwetlal,
2017, p. 67).

Our research shows that companies implementinga@ainand growing
divided per share policy have one of the highegiddnd per share ratio.
These findings are contrary to the literature. Galhg it is assumed that
companies implementing constant dividend per spatiey conduct rela-
tively low dividend payouts (Rutkowski, 2007, p.) &4 secure the possibil-
ity of paying out dividends in subsequent yearstuim, companies with
growing dividend policy are said to increase dividén order to compen-
sate the loss of the dividend value due to inftfatidyguta, 2015, p. 441).
Relatively high dividend payouts in companies impdating constant and
growing DPS policy depend on their good financitlation. Studied com-
panies were liquid, and their liquidity ratios weakthe reference level.
These findings are consistent, inter alia, withséhef Arndt and Kucerova
(2019, p. 1515) and Droj and Ben(2019, p. 29) that proved financial li-
quidity of dividend payers. In our research samgile,most liquid compa-
nies were these conducting extreme dividend polityeir liquidity ratios
indicated excess liquidity, which means that theprefit was transferred
to reduce it. Our results are in line with freecd®w theory (Jensen,
1986) and studies of Smith and Pennathur (201284) and Pepuet al.
(2019, p. 468) that proved that greater free cdstv ffesults in high-
er dividends. Furthermore, studied companies werefitgble, low-
indebted and mature, which is consistent with ttezdture (Eije & Meg-
ginson, 2008, p. 347; Pieloch-Babiarz, 2019, p)320alyzing the market
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share price of dividend payers, it should be ndtitet the lowest P/E ratio
was observed for companies with constant payoia malicy. These re-
sults are in line with the literature (Cwynar & Cway 2007, p. 189), which
explains it by changes in dividend caused by n&fitftuctuations.

In addition, our research regarding the attracegsnof investment in
companies with different dividend policy is a paft current discussion
about the clientele effect (Khan, 2018, p. 137; idy& Wesson, 2019, p.
14). Our findings support the approach that difierdividend policy is of
interest to different investors and is different foem in terms of invest-
ment attractiveness.

Conclusions

Among the companies that regularly pay out dividémel dominant ones
are those that conduct constant and growing didigeat share policyThis
policy is particularly attractive for long-term iestors who expect both the
regular financial benefits in form of dividend atite capital gains in the
future. Companies conducting different types of dividendigyodiffer in
many aspects, but the most significant differeraresobserved in the case
of extreme and residual dividend polickhe former policy should be of
particular interest to investors investing for demds,while the latter one
should be attractive to investors that invest fital growth.

The research results can be useful in the prodessmking investment
decisions and creating the best investment partféiowever, there are
some limitations. The results should not be geim@lsince the study has
been carried out only among the companies listethenVSE, assuming
that regular dividend is that one which is paid &brleast 5 consecutive
years. Therefore, the research ought to be extended., Kiteer capital
markets must be taken into account. It means beathalysis on determi-
nants of dividend policy in Poland should be cortdddn comparison to
the CEE countries and western countries. Moreavés,recommended to
carry out research regarding the investment aitteaotss of dividend com-
panies on developed and emerging markets. Thatddistudy will deter-
mine whether there are any statistically signiftcdifferences in invest-
ment attractiveness of companies conducting difteividend policy.
Second, in-depth research should concern diffeagatytical periods and
sub-periods. It means that bull market and beaketahould be taken into
consideration, antesearch sample ought to be divided into yearseav-
ery and crisis. Third, a regular dividend payoudgt be defined different-
ly, e.g. as a policy that has not been changeddnngpany for 10 years or
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more. Four, other determinants of dividend poliogidd be considered, in
particular macroeconomic determinants such as GQofRtion, tax rate,
legal and monetary system, etc.
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Table 4. Relative closeness to the ideal solution for défertypes of dividend
policy

Dividend policy R(l) Rank Class R(Il) Rank Class R(IIl) Rank Class

Constant DPS 0.443 5 3 0.500 5 3 0.538 5 3
Growing DPS 0.714 2 2 0.664 4 2 0.759 2 2
Constant DPR 0.580 3 2 0.686 3 2 0.647 4 2
Extreme - 100%  0.902 1 1 0.762 1 1 0.874 1 1
Residual 0.332 6 4 0.436 6 4 0.338 6 4
Hybrid 0.578 4 2 0.695 2 2 0.684 3 2

Note: Symbols: R — synthetic indicator computedhigsnethod of equal weights (1), method
based on the variation coefficient (Il) and entropgthod (l11). Classes have been assigned
subjectively, i.e.: 1 — R is higher than 0.76; R-+anges from 0.55 to 0.76; 3 — R ranges
from 0.44 to 0.54 and 4 — R is lower than 0.44.

Source: own calculations based on data from No®eiavis and Stock Market Yearbooks.

Figure 1. Companies listed on the WSE according to the diddpayout in the
period between 2001-2017
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Source: own calculations based on data from No®eiavis and Stock Market Yearbooks.



Figure 2. Types of dividend policy implemented in
research sample

. 9.88%
3.70% 32.10%

14.81%

7.41%

32.10%

the compganifrom the

m Constant DPS

m Growing DPS

u Constant DPR
Extreme - 100%
Residual

Hybrid
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