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ABSTRACT
The study examines the influence of Ownership Structure (henceforth, OS) on dividend
policies and firm value in non-financial companies in India. The research utilizes 18,130
firm-year observations from Indian-listed firms for the period 2001-22. Employing both a
static (Tobit) and dynamic methodology (GMM), we report that ownership by promoters and
institutional (foreign and domestic) investors has a positive impact on dividend payments. In
contrast, the ownership of retail (public) investors has a negative effect. We do not report a
significant impact of ownership by the state/ government. This highlights the significance of
OS in influencing these companies’ dividend policies. Moreover, we observe a direct and
substantial impact of ownership by promoters and institutional investors (domestic and
foreign) on the firm’s value. On the other hand, the ownership by retail investors has a
detrimental impact on the company’s value, while government ownership does not exhibit
any meaningful impact on firm value. Furthermore, dividends have a mediating effect on the

link between promoter ownership and the corporation’s value.

Despite extensive research on OS worldwide, India’s OS differs significantly from Anglo-
American models, which has been the focus of academia. In India, the majority of enterprises
are promoter-owned. This fact further prompted us to explore contemporary challenges
related to dividend policy and promoter ownership in this thesis. Thus, our research
objectives were to analyze how ownership by promoters moderates the relationship between
Corporate Social Responsibility (CSR) and dividend payouts, the impact of promoter’s share
pledging on dividend distribution, and the dividend policies of promoter-owned firms during

the COVID-19 pandemic.

We observe that ownership by promoters has a non-linear impact on the effects of CSR on

dividends. We obtained the inflection point where the impact changes from negative to



positive. Higher levels of promoter ownership amplify the positive impact of CSR on
dividends, lending evidence to the socioemotional wealth (SEW) theory. Further, from our
study, we find that promoter ownership typically leads to higher dividend payouts. However,
when promoters pledge their shares, they are quicker to withdraw dividends payouts
compared to non-promoter-owned firms. This reduction is due to anticipated margin calls and
potential liquidation risks, leading promoters to prioritize their financial security and
influencing firm decisions such as dividend policies. While share pledging facilitates fund-

raising without diluting ownership, it can result in minority shareholder expropriation.

The payment of higher dividends by promoters during economic stability aligns with the
signaling theory given by Baker et al. (2016). Nevertheless, the pandemic has disturbed this
relationship, emphasizing the heightened challenges of control that promoters face in their
ownership of enterprises amid economic downturns. The ownership of promoters is linked to
an increased probability of cutting payouts during periods of crisis, suggesting agency-related
issues during such times. Our findings indicate that OS plays a vital role in shaping dividend

policies and firm value, with notable variations observed during economic downturns.

To summarize, firms with higher promoter ownership tend to increase dividends and have an
enhanced firm value. Such an approach addresses minority concerns and builds a good
reputation. However, the capital market must be cautious when dealing with this class of
owners who may exert their influence and extract benefits of private control in certain
situations. We record this when promoters pledge their shares or face a crisis, such as during
COVID-19. Under these conditions, promoter-owned enterprises have lower dividends and

firm value than non-promoter-owned firms.
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