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Abstract

The purpose of this article is to examine the attractiveness of investing in shares of listed companies that regularly pay
out dividends depending on the type of the first-largest shareholder. In order to achieve the aim of the paper, two
following research questions we formulated: 1) in which companies, broken down by type of the first-largest shareholder,
is the highest dividend payment observed? 2) considering the main shareholder, owning shares of which dividend
companies is most beneficial for a stock market investor? Furthermore, the research hypothesis is: when investing in
dividend, the most attractive investments are those companies in which the most shares are held by institutional investors
and the State Treasury. The research was conducted on non-financial companies listed on the Warsaw Stock Exchange in
the years 2005-2019 that regularly paid out dividends. The main research method was the classical technique for order of
preference by similarity to ideal solution (i.e., TOPSIS) in which stimulants and destimulants were selected in a way
which enables to assess the investment attractiveness from the point of view of a long-term stock market investor
interested in dividend. Moreover, the Pearson correlation matrix and descriptive statistics were used. In order to conduct
the computation we used the statistical software Statistica 13.5 and Excel.

The research revealed that the highest dividends were paid out by these companies in which the first-largest
shareholder was the institutional investor. In addition, our calculations based on a synthetic indicator showed that the most
attractive investments (in terms of stock market investor interested in so called ‘dividend investing’) were shares of these
companies in which the main shareholder was an institutional investor, individual investor and legal person. In all these
types of companies, the average value of dividend payout ratio was higher than in the entire research group. The fourth
position in terms of investment attractiveness was occupied by the companies in which managers held the most shares
(these companies paid out the lowest dividends in the entire research group). The last place in the ranking was taken by
the companies in which the State Treasury was the main shareholder (these companies, despite the payment of high
dividends, turned out not to be attractive investment due to their financial condition, and in particular, very high debt).
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1. Introduction

In general, the investment attractiveness of shares is understood as a such involvement of capital that will make the stock
market investor achieve the highest income at taking an acceptable investment risk. Investment income may take the form of
capital gain (which is related to an increase in the company's market value) and dividends (that is paid out of the company's net
profit). Typically, stock market speculators, who are short-term investors, are interested in this first form of income, while
dividends are usually of interest to long-term investors. Long-term investors treat dividends as a regular source of income, and
therefore expect companies to conduct a stable dividend policy. In line with the clientele effect, they are looking for dividend
companies with an appropriate payout policy. A company that meets their expectations in this area seems to be the most
attractive investment. Furthermore, long-term investing in stocks of dividend companies is so common that it has got its term —
we call it 'investing in dividend' or ‘dividend investing'.

Choosing a dividend company suitable for investment involves the analysis of many different factors influencing its
investment attractiveness. One of these determinants is the company's ownership structure. Therefore, there is a cognitively
and practically justified need to examine the investment attractiveness of dividend companies in terms of their ownership
structure. The purpose of the article is to examine the attractiveness of investing in shares of listed companies that regularly
pay out dividends depending on the type of the first-largest shareholder. This objective fits into the current stream of research
regarding the fundamental factors determining dividend payouts and is important due to the efficiency of capital investment.
Furthermore, it was formulated to get further knowledge of ownership structure as a determinant dividend. Although there are
a lot of studies in this research area, there is still a research gap in the attractiveness of investing in shares of dividend
companies in terms of the first-largest shareholder.

The remainder of this article is organized as follows. Section 2 is focused on the literature review. Section 3 identifies the
previously unresolved issues and the formulates research hypotheses. Section 4 details research methodology and methods.
Section 5 presents the main results of empirical research. Section 6 highlights the main concluding remarks.

2. Literature review

Stock market investors take into account a number of different factors when making investment decisions. However, the
basic investment criterion is the possibility of making a profit. This profit may take the form of capital gain or dividend. The
dividend is of particular interest to long-term investors that — investing their capital for many years — are looking for companies
that will provide them with regular and stable dividend income [11]. The achievement of their investment goals is possible, in
particular, after an investment decision as the consequence of analysis of not only the company's dividend policy (understood
as a strategy of dividing the net profit into the part paid to shareholders in the form of dividend and part left in the company for
development purposes), but also the company's financial condition. The financial standing of the company is not only an
essential factor in making investment decisions, but also one of the determinants of conducting a dividend policy [17].

In the literature, the most important financial determinants of dividend payment include the following factors: a) liquidity —
according to the agency theory highly liquid companies pay out dividends to reduce agency costs [14]; b) profitability — based
on the signaling theory, it should be indicated that companies that achieve high net profits may pay out dividends in order to
send a positive signal to the market about their financial condition [12]; ¢) leverage — a high debt increases the costs of external
financing, and consequently also the risk of its operations. In addition, companies with high levels of indebtedness may be less
inclined to pay dividends when they use the net profit to pay off their liabilities [7]; d) growth opportunities — it is indicated
that mature companies are more eager to pay out dividends due to lower investment opportunities and greater chances of
obtaining cheaper capital for development [6]; ) company’s size — it has been proven that larger companies pay dividends
relatively more often and of greater value [17]. It may be related to the stage of the company's life cycle, its development
opportunities or the sector’s maturity.

Other factors determining the implementation of the dividend policy include, among others, the macroeconomic
determinants, i.e., economic situation and tax system [13], legal system [7], market situation [11], as well as behavioral factors,
such as the preferences of stock market investors manifested in the level of dividend premium [4], the anchoring effect [9] and
mental accounting.

Moreover, further determinants of dividend payouts are the ownership concentration and ownership structure. Research on
the relationship between the degree of ownership concentration and dividend payout, carried out on various markets, gave
different results. The increase in dividends along with the increase in ownership concentration occurred in Great Britain [19],
Czechia [5], Poland [24], Turkey [3], Malaysia [18] and Pakistan [21]. On the other hand, a decrease in dividends due to an
increase in ownership concentration was observed, for example, in Germany [8].

Literature analysis regarding the impact of the ownership structure — defined as a number of shares which are held by
different groups of shareholders [24] — on the dividend payout showed diversified dependencies between the amount of dividend
and the type of shareholder. Starting with the managerial ownership it should be noted that some studies prove that if managers
hold shares of the company, they adopt shareholders’ goals, which results in higher dividend payout [20]. However, other
authors claim that the amount of dividend depends on the number of shares held by managers [10]. The more concentrated
managerial ownership the lower the dividend payment because managers — like other large shareholders — stop identifying their
goals with those of minority shareholders and pursue their own benefits at the expense of small shareholder [16].

The literature indicates that the State Treasury and institutional investors are those shareholders that try to achieve the
highest profitability. Therefore, they push for dividend payouts [20]. Having a great capital involvement in the company, these
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investors monitor and control managers to receive the dividend. Therefore, most studies show a positive relationship between
institutional ownership and dividend payout [19]. Furthermore, in companies with the State Treasury as a shareholder similar
behavior is observed. The State Treasury tries to receive high budget inflows, so it votes for dividends [15].

It seems that the impact of the ownership structure on the company's implementation of a specific dividend policy, and thus
on the perception of this company by a stock market investor as more or less attractive in terms of investment, may depend not
only on the kinds of shareholders in the company, but also on the type of first-largest shareholder. There are many different
criteria for the classification of a shareholder in a joint-stock company which are used depending on the purpose of the study.

Among the most common criteria for classifying shareholders in the literature, the following are distinguished:

a) type of shareholder — in this case the division is carried out according to the investor's identity. There are the
following types of investors: institutional investor, individual investor (natural person), company (legal person), manager and
the State Treasury. Such a classification of investors is usually found in the academic literature (compare: [2], [24]). Detailed
information is given in figure 1;

b) number of shares enabling real monitoring and control of the management board and influencing decisions taken at
the general meeting of shareholders. In this case, the shareholders are divided into: strategic investor (holding more than 50 %
of votes on the general meeting of shareholders), significant investor (holding not less than 20 % of votes), minority investor
(holding less than 50 % of votes on the general meeting of shareholders) [1];

c) investment activity — in this case shareholders are divided according to their involvement in the company’s activities
or investment strategy chosen by stock market investor. Taking under consideration the first of given criteria, active investors
are involved in business activities by participating in general meetings, taking part in the voting process and electing the board
as well as the supervisory council, while passive investors do not do this. Considering the second criterion, active investor
actively invests in the capital market buying and selling shares, while passive investor is usually long-term investor who
implemented buy-and-hold strategy [1];

d) obligation to provide information to the market — this division results from the necessity to inform the market about
holding certain blocks of shares. In this case, it is referred to as notified shareholders (holding at least 5 % of votes at the general
meeting) and free float (i.e., small shareholders holding less than 5 % of votes that do not have to be known to the market) [24].

Type of investor Fundamental characteristics of the shareholders
It is an entity professionally involved in investing capital entrusted to it by third parties. It places the
capital of others, for example in the form of a deposit or insurance premiums, in order to achieve a higher
profit on investment than this from deposits or bonds. Institutional investor can be, among others, a bank,
an insurance company, a pension or investment fund
A company is a legal entity that is understood as a shareholder that is not an institutional investor. The legal
Company forms, in which the business can be run in Poland, include: sole proprietorship, civil partnership, general
(legal person) partnership, partnership, limited partnership, limited joint-stock partnership, limited liability company and
joint-stock company. Additionally, companies can be divided into domestic and foreign entities
This is a natural person whose primary task is an implementation of the management process. In the case
of research on managerial ownership, this person is understood both as somebody who is employed in an
Manager enterprise and who holds a certain number of shares (which could be acquired in various ways), and thus
also a shareholder. The double role of this person in the company is particularly difficult, as it requires
finding a compromise between management goals and investor goals
It is a natural person (that is not the company’s manager) making an investment of their own capital. In
our research they are usually notified shareholders, but in market practice the individual investors are
Individual investor | usually minority shareholders and free float, so they make smaller investments, they are often not engaged
(natural person) in investment activities professionally, may have less knowledge and experience than other market
participants, and a small scale of activity prevents them from exerting a significant influence on the
subject of investment
It is an institution representing the state as the owner of state property in civil-legal relations. Examples of
entities that may represent the State Treasury in various countries are: Ministry of State Assets, Ministry of
The State Treasury | the State Treasury, Ministry of Development, etc. The tasks of the competent minister include initiating the
state policy in the field of management of the property of the State Treasury and protection of its interests
as well as management of the state property of legal persons, including the privatization of such property

Institutional investor

Source: Own preparation

Fig. 1. Type of investor as a criterion for classification of the shareholders
3. The identification of previously unresolved issues and the formulation of research hypotheses

Although the dividend policy has been the subject of scientific research since the mid-twentieth century, many issues
related to dividend payout are still a research area that has not yet been investigated. One such research field is the
attractiveness of investing in shares of dividend companies. Particular attention should be paid here to research on the
profitability of such an investment in the context of diversification of the ownership structure. The research carried out in this
area so far focuses primarily on two aspects, i.e., the correlation of ownership concentration and the amount of dividend
payment, as well as the impact of the ownership structure on payout and propensity to pay dividend.
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According to the author's knowledge, there are no studies yet that would allow to determine the attractiveness of investing
in shares of dividend companies in relation to the main shareholder, and as a result, to create a certain ranking list indicating
the profitability of investing in dividend companies as a result of taking into account certain specific determinants of the
dividend policy. Therefore, there is a justified necessity to conduct appropriate research in order to fill the observed research
gap. In order to do this, the aim of the article was formulated and research questions were posed.

The purpose of this article is to examine the attractiveness of investing in shares of listed companies that regularly pay out
dividends depending on the type of the first-largest shareholder. In order to achieve the aim of the paper, two following
research questions were formulated:

1) in which companies, broken down by type of the first-largest shareholder, is the highest dividend payment observed?

2)  considering the main shareholder, owning shares of which dividend companies is most beneficial for a stock market
investor?

Then, the following hypothesis was formulated: when investing in dividend, the most attractive investments are those
companies in which the most shares are held by institutional investors and the State Treasury.

4. Research methodology and methods

The research was carried out among the Polish joint-stock companies that were listed on the Warsaw Stock Exchange
(WSE) in the period between 2005-2019. In order to achieve the aim of the article, only non-financial companies that were
regular dividend payers were included in the research sample. This means that the study was conducted on those companies
that paid out dividend at least three times in five consecutive years. Moreover, the condition for including the company in the
research sample was obtaining all data required for analysis. The adopted criteria were met by 127 companies.

In order to answer the research questions and to verify the research hypothesis stating that when investing in dividend, the
most attractive investments are those companies in which the most shares are held by institutional investors and the State
Treasury, the calculation process was composed of several steps. Firstly, the companies were categorized according to basic
types of the first largest shareholders (i.e., institutional investor, manager, the State Treasury, natural person and legal person).
Secondly, ten financial indicators were selected to determine the synthetic indicator of the attractiveness of investment in
shares of dividend payers relative to the first largest shareholder (i.e., dividend payout ratio — DivPay; dividend yield —
DivYield; return on equity — ReturnE; return on assets — ReturnA; current ratio of financial liquidity — Liquidi.C; quick ratio of
financial liquidity — Liquid.Q; debt ratio — Debt; debt to equity ratio — Leverage; company’s size — Size; opportunities of
growth — Growth). The choice of such financial indicators was not accidental. The indicators were selected in such a way as to
be able to assess the investment attractiveness from the point of view of a stock investor interested in dividends investing
(i.e., long-term investing with dividends). Such an investor, unlike a stock market speculator, is focused mainly on receiving
regular investment income in the form of dividends. Thirdly, to rank the investment attractiveness of dividend payers in
relation to different types of the largest shareholder, the classical technique for order of preference by similarity to ideal
solution (TOPSIS) was implemented. The use of this technique was possible after the elimination of strongly correlated
variables (ryx is at 0,75). In order to do this, the Pearson correlation coefficient was calculated. As a result, some variables must
have been excluded from further research (i.e., ReturnA and Liquid.Q), and synthetic indicator (SI) — standing for the measure
of investment attractiveness — took the form below:

SI = f(DivPay,DivYield,ReturnE,Liquid.C,Debt,Leverage,Size, Growth) (@h)

The variables remaining in the study were divided into stimulants (S) and destimulants (D). The way of variables
calculation and substantiation of their assignment to one of two categories were presented in table 1.

Table 1
Stimulants and destimulants in the study regarding investment attractiveness of regular dividend payers

Variable Name Way of calculation SorD Substantiation
DivPa Dividend Dividend per share over s It is assumed that an increase in dividend is
y payout ratio earnings per share (DPS/EPS) positive for stock investor.
s Dividend Dividend per share over market An increase in dividend yield means an
DivYield . . S . - .
yield share price (DPS/P) increase in return on investment.
Returnk Return on Earnings after tax over S Higher company’s profitability indicates
equity shareholders equity (EAT/E) higher investor’s return.
- . Current assets over current It is proven than more liquid companies
Liquid.C Current ratio liabilities (CA/CL) S pay out more dividend.
. Total liabilities over total assets Interest payment makes it more difficult to
Debt Debt ratio (TLITA) D pay out dividends.
Leverage Debt to Total liabilities over D Indebted companies are usually less
g equity ratio  shareholders equity (TL/E) attractive for investments.
. Size of the Natural logarithm of the total It is proven that larger companies are more
Size . S L2
company capital (InTC) eager to pay out dividend.
Growth Growth Sum of capitalization and debt D Companies that spend more money to

opportunities

over total assets (C+TL)/TA

growth pay out lower dividends.

Source: Own preparation
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In order to subject the research hypothesis to empirical verification, we used technique for order of preference by similarity
to ideal solution [25]. This technique is widely used by economists for multiple criteria decision making. The best decision is
that one which is the closest to the ideal solution and the farthest from the non-ideal one [22]. The decision-making process
consists of four following steps: 1) normalization of the decision matrix; 2) calculation of the weighted normalized decision
matrix; 3) determination of the positive and negative ideal solutions; 4) calculation of the Euclidean distance from the positive
ideal solution and the negative ideal solution; 5) calculation of the relative closeness to the ideal solution The procedure to
follow for each of the four steps above is detailed in table 2.

Table 2
The technique for order of preference by similarity to ideal solution
Specification Procedure of calculation
X..
r. = 1 (i=12,..m;j=12,..n
Step 1 ! mo ( : )
2%
k=1
n
Step 2 v =win,(i=12,..,m; j=12,.n)> w, =1)
j=1
a’=(a,,a,,..a;) ={maxv,|j e J;),(min v, |j e J;)}
Step 3 - '
a” =(a,a;,.,a,)={min v;|j e o), (maxvy|j e J,)}
n
S = /Z(vij —a;)?,(i=12,..m;j=12,..,n)
Step 4 -
S, = IZ(\/ij —aJT)2 (i=12,...m;j=12,..,n)
j=1
S, .
Step 5 Sll =f,(|=l,2,...,m)
S+,
xij — the value of j-th criteria for the i-th alternative;
rij — the normalized value of j-th criteria for the i-th alternative;
w; — the weight of the j-th criteria;
Js — the set of stimulants;
Symbols

Jo — the set of destimulants;

S*— the distance between the i-th alternative and the positive ideal solution;
S — the distance between the i-th alternative and the negative ideal solution;
Sli— synthetic indicator calculated for the i-th alternative

Source: Own preparation.

It should be noted that Sl; is in the range of <0;1>. The highest value of Sl; indicates the best solution in considered problem
of linear ordering (i.e., the highest investment attractiveness of dividend payers). Furthermore, the synthetic index was
calculated in two ways — without weights (SI[I]) and with weights (SI[I1]). The weights were computed using the entropy
method. The weight vector was calculated as follows [26]:

1 & X; .
1—[—m§rij In(ixu )N.(j=12,...,n)
Wy = T o ox )
2. A-[- 25 ("D (1=12....,n)
j=1 In(m) i= ZX"

j

i=1
The data for analysis comes from the websites of the surveyed companies and Stock Market Yearbooks published annually
by the Warsaw Stock Exchange. The statistical software Statistica 13.5 and Excel were used for the calculations.

5. Main results

Finding the answer to the first research question (i.e., in which companies, broken down by type of the first-largest
shareholder, is the highest dividend payment observed?) requires calculating the average value of dividend according to the
various entities that hold the largest number of shares. Therefore, fundamental descriptive statistics were calculated. The
results of this computation were presented in table 3.
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Table 3
Descriptive statistics by types of the first-largest shareholder
Spec. DivPay  DivYield ReturnE  ReturnA Liquid.C Liquid.Q Debt Leverage Size Growth
Panel A: Dividend payers (whole sample)

Mean 0,64 0,06 0,08 0,15 2,36 1,81 0,40 2,68 13,17 1,54
Median 0,53 0,04 0,06 0,10 1,55 1,20 0,40 1,59 12,95 1,18
Min 0,00 0,00 -0,29 -0,42 0,21 0,21 0,00 1,02 10,08 0,13
Max 1,81 0,86 0,85 1,37 15,83 12,52 1,54 41,91 20,07 13,74
Q1 0,39 0,02 0,03 0,06 1,13 0,73 0,24 1,23 11,81 0,84
Q3 0,82 0,06 0,11 0,17 2,54 1,87 0,51 2,03 14,04 1,65
S.D. 0,39 0,10 0,12 0,21 2,60 2,16 0,23 5,20 1,93 1,68
Panel B: Institutional investors
Mean 0,84 0,03 0,06 0,12 1,38 1,12 0,38 2,23 12,61 0,63
Median 0,57 0,03 0,06 0,10 1,31 0,99 0,45 2,01 12,43 0,55
Min 0,40 0,02 0,01 0,02 0,69 0,37 0,00 1,53 11,10 0,39
Max 1,81 0,04 0,11 0,25 2,19 2,13 0,63 3,37 14,47 1,02
Q1 0,50 0,03 0,02 0,02 0,97 0,40 0,29 1,88 11,50 0,45
Q3 0,91 0,03 0,09 0,20 1,72 1,70 0,54 2,36 13,55 0,73
S.D. 0,56 0,01 0,04 0,10 0,56 0,75 0,24 0,69 1,33 0,24
Panel C: Managers
Mean 0,49 0,05 0,07 0,13 2,78 1,90 0,38 1,83 12,31 2,19
Median 0,46 0,03 0,08 0,10 1,82 1,33 0,31 1,39 12,14 1,27
Min 0,00 0,00 -0,29 -0,42 0,21 0,21 0,03 1,02 10,08 0,44
Max 1,52 0,15 0,29 0,52 15,83 8,05 1,54 9,08 15,43 13,74
Q1 0,28 0,02 0,04 0,05 1,38 1,06 0,22 1,18 11,43 0,90
Q3 0,69 0,07 0,11 0,18 3,14 2,07 0,46 1,65 12,86 2,11
S.D. 0,32 0,04 0,10 0,17 2,94 1,60 0,29 1,62 1,33 2,66
Panel D: State Treasury
Mean 0,72 0,05 0,05 0,08 3,28 3,01 0,37 4,62 15,54 1,16
Median 0,72 0,03 0,04 0,06 2,08 1,72 0,38 2,69 16,34 0,90
Min 0,24 0,01 0,01 0,02 0,79 0,62 0,15 1,81 10,13 0,53
Max 1,61 0,16 0,13 0,21 12,52 12,52 0,57 19,10 20,07 2,44
Q1 0,40 0,02 0,03 0,05 1,43 0,99 0,29 1,96 13,51 0,76
Q3 0,82 0,05 0,05 0,13 2,12 1,97 0,48 3,38 17,43 1,30
S.D. 0,40 0,05 0,03 0,06 3,48 3,61 0,13 5,51 2,95 0,60
Panel E: Individual investors (natural persons)
Mean 0,67 0,06 0,10 0,14 1,35 1,10 0,39 1,48 12,52 1,53
Median 0,75 0,05 0,08 0,12 1,17 1,02 0,44 1,42 12,72 1,24
Min 0,16 0,02 0,02 0,08 0,57 0,43 0,05 1,10 10,58 0,89
Max 1,00 0,10 0,27 0,28 3,14 2,23 0,70 2,00 13,99 3,45
Q1 0,59 0,03 0,05 0,09 0,76 0,67 0,28 1,25 12,06 1,00
Q3 0,83 0,08 0,09 0,16 1,36 1,26 0,46 1,66 13,13 1,39
S.D. 0,27 0,03 0,08 0,07 0,86 0,59 0,20 0,31 1,08 0,88
Panel F: Companies (legal persons)
Mean 0,76 0,07 0,09 0,18 2,53 2,09 0,41 3,06 13,37 1,25
Median 0,63 0,04 0,05 0,09 1,44 1,03 0,47 1,41 13,36 1,17
Min 0,14 0,01 0,00 0,00 0,39 0,34 0,00 1,00 11,12 0,13
Max 2,23 0,86 0,85 1,37 16,82 16,82 0,88 41,91 16,96 3,04
Q1 0,43 0,03 0,04 0,06 1,06 0,69 0,24 1,20 12,05 0,86
Q3 1,00 0,06 0,11 0,15 2,34 1,84 0,54 2,05 14,17 1,51
S.D. 0,47 0,15 0,14 0,28 3,33 3,36 0,21 7,14 1,47 0,61

Source: Own calculations on the basis of data from the websites of the surveyed companies and Stock Market Yearbooks

The results of the analysis of companies in which the first-largest shareholder was an individual investor showed that these
companies paid out the highest dividends. The average dividend payout ratio was 0,84, which means that in these companies
on average 84 % of net profit was transferred to their shareholders. This value was higher than the average value of the
dividend payment in the entire research group, for which the average DivPay was 64 %. Moreover, also the median, minimum
and maximum value, as well as the value of the first and third quartiles of that indicator were higher in relation to the whole
research group and amounted to 40 %, 181 % (the highest observed value), 50 % and 91 %, respectively. It should be noted
that in the case of companies with an institutional investor held the most shares, the dividend yield was the lowest in the entire

8



ISSN 2707-9325

group — both the average and the median amounted to 3 %, which means that high dividend was accompanied with high
market share price of such companies. Also profitability and financial liquidity were below average (however, it is worth
adding that the value of these ratios was high, and in the case of liquidity, they were even higher than the reference values
(1,38 and 1,12, respectively). A positive feature of these companies — from the point of view of investing in dividends — were
lower than average debt ratios (Debt was 0,38, and Leverage was 2,23) and growth ratio (average Growth was 0,63 and was
the lowest in the research group).

The lowest average value of the dividend payout was observed in the case of companies where the main shareholder was a
manager. In this case, all descriptive statistics were lower than those calculated for all studied companies. The average value of
dividend payout ratio was 49 %, and the median was 46 %. The average dividend yield was 5 % and the median was 3 %.
These companies were profitable and liquid (liquidity ratios exceeded the reference values and were higher than the average
for the research group). The average debt of these companies was lower than in the case of the average debt calculated for all
the surveyed companies (Debt was 0,38, and Leverage was 1,83). Moreover, these companies were characterized by the
highest growth potential in the entire group (Growth was at the level of 2,19).

In the case of companies in which the main shareholder was the State Treasury, the average dividend payout ratio was
higher than the average value calculated for the research group (mean and median were 72 %), and dividend yield was lower
than average (mean 5 %, median 3 %). It is worth noting that these companies were the least profitable entities (return on
equity was 5 %, and return on assets was 8 %) and over liquid (average liquidity ratios were the highest in the entire group;
current ratio was 3,28, and quick ratio was 3,01). These companies were also highly indebted. The average debt-to-equity ratio
was the highest in the group and equal to 4,62. Moreover, these companies were the largest (Size was 15,54), and their
development opportunities were lower than the average calculated for the study group.

The analysis of companies in which the main shareholder was an individual investor showed that the average level of
dividend payment is slightly higher for them than for the entire research sample. The average value of the dividend payout
ratio was 67 %, and the median was 75 %. On the other hand, the average value of the dividend yield was the same as the
average in the research sample and equal to 6 %. Furthermore, they were profitable and liquid companies. However, the
average liquidity was lower than in the research group. Moreover, they were relatively low-indebted companies
(Debt was 0,38, and Leverage 1,48), smaller (Size was 12,57) and with average growth potential (Growth was 1,53).

The last analyzed group were companies in which the first-largest shareholder were legal persons. In this group of
companies, it was observed that most of the analyzed financial ratios (except for the Growth indicator) were higher than the
average values. These companies paid out dividend representing an average of 76 % of net profit, and the dividend vyield
was 7 %. These companies were profitable (return on equity was 9 % and return on assets was very high — amounting to 18 %)
and over liquid (current ratio was 2,53 and quick ratio was 2,09). These companies were characterized by above-average debt
(debt ratio was 0,41, and debt-to-equity ratio was 3,06). Moreover, they were large companies (Size amounted to 13,37), with
lower than average growth opportunities (Growth was at the level of 1,25).

The applicability of technique for order of preference by similarity to ideal solution requires the calculation of correlation
between the studied variables. Therefore, table 4 presents the Pearson correlation matrix, i.e., it shows the coefficients of the
pairwise correlation between ten variables used in the empirical research. The highest (above 0,75) and most statistically
significant correlation was observed for Liquid.C and Liquid.Q (ry = 0,94), as well as for ReturnE and ReturnA (ryx = 0,87).
The achieved results indicate the need to remove the most strongly correlated variables from further studies. As a result, it was
necessary to remove two variables, i.e. Liquid.Q and ReturnA, and leave eight remaining variables to conduct the study at later
stages of computation.

Table 4
Pearson correlation matrix
Spec. DivPay DivYield ReturnE  ReturnA  Liquid.C Liquid.Q Debt Leverage Size Growth

DivPay 1,00 0,45 0,21 0,26 0,09 0,06 0,32 0,32 0,16 0,05
DivYield 0,45 1,00 0,74 0,68 0,54 0,56 0,47 0,60 0,23 0,66
ReturnE 0,21 0,74 1,00 0,87 0,54 0,56 0,33 0,47 0,28 0,64
ReturnA 0,26 0,68 0,87 1,00 0,39 041 0,48 041 0,29 0,59
Liquid.C 0,09 0,54 0,54 0,39 1,00 0,94 0,01 0,35 0,13 0,41
Liquid.Q 0,06 0,56 0,56 041 0,94 1,00 0,02 0,39 0,15 0,44
Debt 0,32 0,47 0,33 0,48 0,01 0,02 1,00 0,33 0,28 0,31
Leverage 0,32 0,60 0,47 0,41 0,35 0,39 0,33 1,00 0,31 0,39
Size 0,16 0,23 0,28 0,29 0,13 0,15 0,28 0,31 1,00 0,16
Growth 0,05 0,66 0,64 0,59 0,41 0,44 0,31 0,39 0,16 1,00

Bold - statistical significance at 0,05;
Source: Own calculations on the basis of data from the websites of the surveyed companies and Stock Market Yearbooks

In order to answer the second research question (i.e., considering the main shareholder, owning shares of which dividend
companies is most beneficial for a stock market investor?) and empirically verify the research hypothesis (i.e., when investing
in dividend, the most attractive investments are those companies in which the most shares are held by institutional investors
and the State Treasury) the relative closeness to the ideal solution for different types of the largest shareholder in regular



A.Pieloch-Babiarz / Public Policy and Accounting, Vol. 1 (3), 2021, 3-11

dividend payers was calculated. The values of synthetic indicator (SI) calculated using equal weights and weights computed
using entropy method, as well as assigned ranks (R) were presented in table 5.

Table 5
Relative closeness to the ideal solution for different types of the largest shareholder in regular dividend payers — values of
synthetic indicator and ranks

Type of the largest shareholder SI[I] Rank (Ri) SI[] Rank (Ru)
Institutional investor 0,54 2/3 0,63 1
Manager 0,47 4 0,52 4
State Treasury 0,45 5 0,42 5
Individual investor (natural person) 0,54 2/3 0,59 2
Company (legal person) 0,65 1 0,57 3

Symbols: SI — synthetic indicator computed using method of equal weights [I], and entropy method [11];
Source: Own calculations on the basis of data from the websites of the surveyed companies and Stock Market Yearbooks

On the basis of the value of synthetic indicator calculated using equal weights it can be concluded that the highest
investment attractiveness is seen in those dividend payers in which companies, institutional investors and individual investors
are the first-largest shareholders. For such companies, the value of synthetic indicator is equal to 0,65 in the case of dividend
companies in which legal person is the first-largest shareholder and 0,54 in regular dividend payers with the largest number of
shares belonging to the institutional or individual investor. In fourth place in terms of the attractiveness of investing in
dividend companies were those in which the manager was the largest shareholder. In this case, the value of the synthetic
indicator was 0,47. The last place in the ranking was taken by companies in which the State Treasury was the largest
shareholder. In this case, the synthetic indicator was the lowest and equal to 0,45.

If synthetic indicator was calculated using the entropy method, the obtained values were similar. The top three included
again the dividend companies dominated by individual investors, institutional investors and companies, but this time the study
showed that the most attractive investments are companies in which institutional investors hold the most shares. In this case,
the synthetic indicator was the highest and amounted to 0,63. For individual investors SI was equal to 0,59 and for companies
was 0,57. As in the previous survey, the fourth position was taken by companies whose manager was the main shareholder (the
synthetic indicator was 0,52). The dividend companies in which the State Treasury held the most shares again came the last. In
this case, the SI was only 0,42.

6. Concluding remarks

Research conducted on Polish listed companies that regularly paid out dividends in the years 2005-2019 in the context of
the attractiveness of investing in dividends showed the presence of certain characteristics of companies considered according
to the types of the first- largest shareholder. The results of research allowed to answer the first research question and showed
that the highest dividends were paid out by those companies in which institutional investors, as well as legal persons
(companies) and the State Treasury held the most shares. The obtained results are in line with the adopted research
assumptions and literature, in which it is indicated that institutional investors, companies and the State Treasury, being usually
long-term investors, are mainly focused on realizing long-term profits in the form of dividend. Moreover, these entities usually
have a great capital involvement in the company, so they not only monitor managers but also gain real control over them and,
among others, strive to receive great dividend.

Answering the second research question and referring to the empirical verification of the research hypothesis, it should be
pointed out that the most attractive investments (in terms of stock market investor interested in dividend investing) turned out
to be shares of companies in which the first-largest shareholder was an institutional investor, individual investor or legal person
(company). In all these companies, the average value of dividend payout ratio was higher than for entire research group. The
result achieved by the companies whose largest shareholder was the State Treasury seems to be a surprise. Although these
companies usually pay out a high dividend due to the need to provide regular inflows to the state budget, the values of their
other financial ratios reduced their investment attractiveness. In particular, attention should be paid to their very high debt in
relation to equity, which usually negatively affects the perception of the possibility of making a profit by a stock market
investor and, in the event of a possible bankruptcy of the company, indisposes the investor to return the capital. Despite the
payment of regular and high dividends by State Treasury companies, which was primarily intended to constitute a source of
income for the state budget, these companies were not in the best financial condition. In addition to the above-indicated high
leverage, they were characterized by the lowest profitability among all surveyed companies, and a very high excess liquidity
may indicate improper financial management. Therefore, the companies in which the State Treasury had the most shares turned
out to be the least attractive for investments. It is also worth adding that the investment attractiveness of companies in which
the manager was the first-largest shareholder was higher than that of companies with State Treasury shareholding, despite the
fact that they paid out the lowest dividends. A low dividend may be in this case associated with the separation of ownership
from management and the role of managers in the company, even if they hold shares. According to the agency theory and the
separation of ownership from management in joint-stock companies, the goals of managers and shareholders may differ
significantly, and dividend payout (so expected by the owners of the company) may be perceived by the manager as an
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unnecessary transfer of net profit outside the company which indisposes the company to develop and grow using its equity.
However, to confirm these assumptions, it will be necessary to conduct further research in this area in the future.

Our research has some limitations: a) it applies only to Polish listed companies that regularly paid out dividends in the

study period; b) the construction of the synthetic indicator of investment attractiveness is based only on those financial
indicators that are indicated in the literature as the key determinants of dividend policy; c) it applies only to the companies
listed on the WSE in the fifteen-year research period, without dividing it into prosperity and decline periods.
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