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Abstract Dividend policy has been the leading topic for researchers for over half a century and is the subject of 

scientific investigation both in theoretical and empirical terms. However, empirical studies have not yet provided 

support for any particular theory. In our paper, we analyse the dividend policy of the leading state–owned enterprises 

in Poland. Our results indicate the dependence of the dividend policy on the broader economic policy of the state. 

Enterprises with the participation of the state–owned enterprises are treated as institutions implementing the policy 

objectives of the government. This leads to many paradoxes, as far as stock market investors expect accumulation of 

profits that are paid out in the form of dividends. The scientific added value of this paper is an attempt to verify the 

most popular dividend theories in the case of the state–owned enterprises in Poland. 

 

 

1 Introduction  
 

Dividends are a way to distribute past or present earnings of the enterprise among the shareholders in proportion to 

their ownership. Dividend policy is an element of financial strategy and dictates the form, size, frequency and timing 

of dividend payments. (Frankfurter and Wansley 2003). The dividend decision is one of the most important for most 

enterprises. 

The main aim of the paper is to identify the basic dependencies in the field of dividends pay-out among state-

owned enterprises and non-state-owned (i.e. private) enterprises. The hypothesis is that the dividend policy of state – 

owned enterprises cannot be compared to the rest of enterprises because of different management style and different 

role in economy. Our research is based on Polish non-financial enterprises, listed on Warsaw Stock Exchange. It has 

to be noted that this study has a preliminary character and is a base for further analysis.    

 

2 Importance of dividends in enterprise’s financial management 
 

The major goal of enterprise’s management is to maximize the enterprise’s value and wealth of shareholders. 

According do Black (1976), if the enterprise investment policy is constant, there is no effect on dividend policy.  

Walter (1963) stated that dividend policy is determined by availability of investment opportunities and the 

relation between enterprise internal rate of return and its cost of capital. If the internal rate of return is higher than cost 

of capital, as happens in case of growing enterprises, enterprise will avoid dividend pay-outs. In case of declining 

enterprises, the internal rate of return is usually lower than cost of capital and there are no investment perspectives. 

Enterprise transfers 100 % of earnings as dividends to shareholders.  

According to Miller and Modigliani (1961), dividend policy is irrelevant and do not influence the enterprise 

value which is determined only by enterprise’s investment policy. The tax advantages of paying dividends are align 

by eternal financing. Enterprise that pays dividends has to raise external funds in order to finance its investment plans. 

In the field of behavioural finance, it is suggested that investors prefer current dividends because of risk 

aversion. Thus, rational thinking, they discount distant dividends at higher rates that those that are pay-out nearly. 

According to these assumptions, comparing two enterprises with the same general position and characteristics, the 
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enterprise that is paying larger dividends will have higher share prices (Graham and Dodd 1934; Gordon 1962; 

Kirshman 1933). 

Therefore, here are three major reasons why dividend – paying enterprises are attractive to investors. At first, 

dividends are more certain than capital gains. Secondly, dividends signal favourable future perspectives. And finally, 

through dividends interest of managers and shareholders are aligned (Ijaz 2014). Gordon (1962) indicates that 

shareholders prefer the “bird in the hand” of cash dividends rather than the “two in  the bush” in case of future capital 

gains.  

As there are different types of shareholders, the different enterprise objectives may be expected what creates 

many agency conflicts. The main idea of agency conflicts is that enterprise’s owners may have their own goals, focused 

on increasing enterprise value than managers who may avoid risk and focused more on bonuses, good salaries etc. 

Thus, in many enterprises, managers’ benefits depend also on enterprise performance. This is to increase their 

motivation to rise enterprise’s wealth (Panigrahi and Yuserrie 2015). Dividends provide additional information about 

business performance to investors. They also prevent the largest shareholders from gathering personal benefits and 

reduce possible agency conflicts between the minority and majority shareholders (Lotto 2013). According to Faccio et 

al. (2001), dividends may be used by controlling shareholders to increase the minority shareholders satisfaction and 

minimize their complaints about possible harming their interests. 

Costs of agency conflicts might be lowered also by proper corporate governance what will also influence 

dividend policy by reducing shareholders’ monitoring and reducing costs. It was proved that  higher dividends are paid 

by enterprises with lower level of insider ownership and/or higher levels of ownership concentration (Rozeff 1982; 

Dempsey and Laber 1992; or Crutchley and Hansen 1989). However, Puelo and Casey (2009) concluded that corporate 

governance is not related with dividend policy in  regulated enterprises. Authors also noticed that more regulated 

enterprises pay more dividends. Smith et al. (2008) concluded that  enterprises with strong corporate governance 

regulation can reduce dividend pay-outs.  

In the ideal scenario enterprises should transferred generated profits yearly in the form of dividends, thus, 

satisfied shareholders contribute more to the enterprise and support its growth (Zakaria et al. 2012). Theoretically, 

enterprises with higher dividend pay-outs have higher rate of returns. 

The enterprise valuation on capital market plays an important role and provide information about the enterprise 

perspectives and expected growth (Hillman and Keim 2001). If dividend payments are increasing, investors take it as 

positive signal of enterprise performance what will positively influence stock prices what finally leads to create the 

shareholders wealth (Ross 1977). However, many enterprises focus more on generating profits rather than on dividend 

policy. Mostly large and well–established enterprises are paying dividends to their shareholders (Armitage and 

Gallagher 2019). 

Enterprises that pay high dividends increase their value more than enterprises  paying low dividends. 

Shareholders in order to increase their value reinvest dividends received from the enterprise (Baker et al. 2001; Fama 

and French 2001; Porta et al. 1998).  

   

3 Dividend policy: a short literature review  
 

Lotto (2013) indicates that there is a link between corporate dividend policy and corporate control structures. The 

relation between control wedge of the largest shareholder and dividend pay – out ratios is negative in enterprises that 

separate ownership from control.  

Bhattacharya (1979) indicates that high taxable dividends positively influence the future value of the enterprise. 

Enterprises that treat their owners unethically and avoid paying dividends are not able to develop long  run business. 

(Sundaram and Inkpen 2004; Freeman et al. 2004). 

Ersoy and İsmail (2015) proved that dividend policy is significant for investors and their investment decisions. 

Investors prefer enterprises that report their financial situation and provide information about dividend strategies in 

long – term perspective. Dividends are used to signal future prospects of the firm. Investors interpret this as managers’ 

forecast of future enterprise earnings (Bhattacharya 1980; Healy and Palepu, 1988). However, Baker and Wurgler 

(2004) concluded that dividends are paid even if there are profitable investments opportunities.  

On the other hand, Reddy and Rath (2005) stated that in the emerging markets dividends pay-out would 

disappear and shareholders would gain only from  the enterprise valuation on the market. Barclay et al. (2009) noticed 

that 68% of enterprises do not pay dividends. Dividend paying enterprises attract institutional investors who prefer to 

invest in high dividend stocks even if they do not prefer current income. Brealey et al. (2006) concluded that enterprises 

pay dividends only because of tax reason.  

Lin et al. (2017) concluded that enterprises with higher information asymmetry pay less dividends. Authors 

also indicated that state – owned enterprises are more likely to pay dividends than non – state – owned. However, it is 
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proved that most non – tradable shares are held by SOEs, so these shareholders do not benefit from stock price increase 

but only from dividends.  

Wang et al. (2011) proved that enterprises with higher share of the State ownership are more likely to pay 

dividends. This is consistent with the State needs for cash flows. Additionally, Bradford et al. (2013) came to similar 

conclusions that state – owned enterprises pay more dividends than non – state – owned enterprises. This is because 

non – state – owned enterprises have greater constrains to gathered external financing and the pressure on financing 

the enterprise’s growth by internal capital is higher. Bremberger et al. (2016) also concluded that state – owned 

enterprises pay larger dividends. Authors explained it by the fact that paying dividends is more hidden way to enforce 

political preferences than more direct actions like smoothing tax regulations. On the other hand, Al-Najjar and 

Kilincarslan (2016) found that state ownership enterprises are less likely to pay dividends. 

 

4 Dividend strategies in Polish state-owned enterprises  
 

Provided study covers state – owned and non – state – owned enterprises in Poland from non- financial sector, listed 

on Warsaw Stock Exchange from 2006 to 2017. Analysis is based on financial data collected from Amadeus database 

(ROE, ROA) and directly from Warsaw Stock Exchange (dividend yield). Finally, the sample consist of 15 state – 

owned enterprises (SOEs) and 861 non- state – owned enterprises (NSOEs). 

The number of enterprises that has paid dividends in analyses period at least once in case of SOEs is 86,7% 

while in group of NSOEs only 5,1% enterprises provided dividends pay-out. This shows that the SOEs are more likely 

to pay dividends than NSOEs what confirms results observed in literature.  

What is interested, the willingness to dividends pay-outs is not related with enterprise effectiveness. The 

average ROA and ROE ratios for each subsample show that despite SOEs are less profitable, they pay dividends more 

likely than more profitable NSOEs and the average value of dividend yield is higher (see Table 1 below). 

 

Table 1. Average dividends yield in SOEs and NSOEs in 2006-2017 

 

 

Number of 

enterprises 

Number of 

enterprises  Dividends yield 

ROE ROA 

All enterprises  831 55 (6,62%) 2,12%   

State – owned companies 15 13 (86,7%) 2,49% 5,98% 3,72% 

Non  state – owned companies 816 42 (5,1%) 1,99% 9,51% 5,62% 

 

Source: Warsaw Stock Exchange 

 

Despite state owned enterprises are less profitable than non – state – owned, their activity is more stable and 

balanced. The value of the average ROE ratios calculated individually for each enterprise is presented in Figure 1 

below.  

 

 

 
 

Fig. 1. The average ROE in state – owned enterprises  

Source: Amadeus database (2019) 
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In the whole sample there are only two enterprises with average negative ROE. The rest of enterprises are 

profitable, and the average values of ROE start from 1,18 and finish with 17,92. Non – state owned enterprises are 

characterized by higher variability and range of ROE values. The minimum value is -45,93 and the maximum is 60,65. 

The average ROE ratios are presented in Figure 2 below.  

 

 
Fig. 2. The average ROE in non – state – owned enterprises  

Source: Amadeus database (2019) 

 

 The dividend yield of state – owned enterprises is presented on figure below. The minimum value of dividend 

pay-out is 0,17% and the highest 9,5%. Median is 2,03%. In comparison, the dividend yield in non – state – owned 

enterprises have on average lower values, starting from 0,01% and finish with 83,7% (only one enterprise provides 

over average dividend). Median is 0,98%.  Both are presented on Figures 3 and 4.  

 

 

 
 

Fig. 3. The dividend yield in state – owned enterprises  

Source: Warsaw Stock Exchange (2019) 
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Fig. 4. The dividend yield in non – state – owned enterprises  

Source: Warsaw Stock Exchange (2019) 

 

 

5 Discussion and conclusions 
 

Our results and analysis show a clear difference between the dividend policy lead in the state – owned enterprises  and 

non – state – owned enterprises. SOEs listed on the Warsaw Stock Exchange Market regularly pay dividend on average 

higher in relation to the dividend paid by other companies. NSOEs rarely pay out the dividend and its average value 

in relation to the share price is lower than in the SOEs. 

Profitability of the company's capital and assets does not determine the dividend policy neither in SOEs nor in 

NSOEs. In terms of profitability, SOEs are more focused around the average value for the entire subsample. The 

NSOEs are characterized by a greater volatility of return on capital and assets. 

It should be concluded that dividend policy cannot be treated in the same way in enterprises with the share of 

state and other enterprises. This is due to the fact that SOEs are mostly large and operating in the energy and fuel sector 

which in Poland is oligopolistic. It can be concluded that SOEs are leading a policy aimed at maintaining a certain 

level of profitability and thus generating a profit for investments or for a dividend. The KGHM example shows that 

the enterprise results depend on external factors like the price of copper which is not controlled by the state. Thus, 

KGHM as a SOEs is not under the rules – the State cannot ensure the profitability of the enterprise.  

NSOEs operate on a free market basis.  This means that by using their potential they must ensure profitability 

of the company, liquidity and accumulate capital for reinvestments. Therefore, only 5.6% of these companies have 

ever paid dividends in 2006 - 2017. Hence the confirmation of the thesis that we cannot treat the policy of dividends 

in SOEs and NSOEs similarly because the macroeconomic environment of these enterprises is different.  
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