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The main subject of corporate finance studies dividend policy because it produces 

instant effects which affect company value and investor investment decisions. The research 

investigates how dividend policy affects firm value of non-financial US companies during 2015-

2024 which included unstable economic conditions and changing corporate dividend 

distribution methods. 

The research investigates how dividend policy affects firm value by studying particular 

characteristics of companies. The research will reach its goal through a detailed analysis of 

existing theoretical and empirical studies and by creating a panel data set which includes 25 

U.S.-listed non-financial companies and using panel data econometric methods to analyze the 

results against current dividend theory knowledge. 

The research design uses quantitative methods which analyze data from Yahoo 

Finance and NASDAQ and Macrotrends databases. Fixed Effects and Random Effects panel 

regression models are estimated, with the Hausman specification test used to determine the 

appropriate model. The research uses diagnostic tests to solve problems with 

heteroskedasticity and serial correlation and to validate the stability of the obtained results. 
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The research data shows that dividend payments create positive value for firms which 

is statistically significant according to dividend signaling theory. The relationship between 

dividend yield and firm value shows a negative pattern because this metric moves in the 

opposite direction of stock market prices. The research findings demonstrate that dividend 

policy maintains its significance as a value driver for U.S. stock market companies even 

though share repurchase activities have become more prominent. The research findings from 

this master's thesis exist for educational use only.  
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Dividendų politika parodo, kiek pinigų įmonė sumoka akcininkams. Toks sprendimas 

gali pakeisti įmonės vertę rinkoje. Dividendų politika veikia, kaip investuotojai sprendžia, kur 

dėti pinigus. Šiame magistro baigiamajame darbe analizuojamas dividendų politikos poveikis 

nefinansinių Jungtinėse Amerikos Valstijose listinguojamų įmonių vertei 2015–2024 metų 

laikotarpiu, kuriam buvo būdingas ekonominis neapibrėžtumas, reikšmingi reguliaciniai 

pokyčiai ir besikeičiančios dividendų išmokėjimo praktikos. 

Šio darbo tikslas yra parodyti, kaip dividendų politika keičia įmonės vertę ir kiek tai 

priklauso nuo įmonės finansų. Šiam tikslui pasiekti atlikta mokslinės literatūros analizė, 

sudarytas subalansuotas 25 nefinansinių JAV įmonių panelinis duomenų rinkinys, pritaikyti 

panelinių duomenų ekonometriniai metodai bei interpretuoti gauti empiriniai rezultatai. 

Tyrime taikomi kiekybiniai metodai, naudojant antrinius duomenis, gautus iš „Yahoo 

Finance“, „NASDAQ“ ir „Macrotrends“ duomenų bazių. Įvertinti fiksuotų ir atsitiktinių efektų 

regresijos modeliai, o tinkamiausiam modeliui pasirinkti pritaikytas Hausmano testas. Kad 

gaučiau tikrus rezultatus, patikrinau, ar yra heteroskedastiškumas ir serijinė koreliacija. 



5 
 

Tyrimas sako, kad dividendai kelia įmonių vertę. Šie duomenys sutampa su 

signalizavimo teorija. Tuo tarpu dividendų pajamingumas neigiamai susijęs su įmonių verte 

dėl atvirkštinio ryšio su akcijų kainomis. Tyrimas rodo, kad dividendų politika vis dar svarbi, 

kai žmonės žiūri į įmonės vertę JAV akcijų rinkoje. Šie darbo rezultatai yra tik mokslui. 
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1 CHAPTER 1: INTRODUCTION  

1.1 BACKGROUND 

 

The corporate decision to distribute earnings through dividends or retain profits for 

investment purposes stands as a fundamental subject in corporate finance which continues to 

generate extensive discussion. The academic study of dividend policy began with (Choi & 

Park, 2024),(Miller & Modigliani, 1961) who established that firms with perfect capital markets 

which have no taxes and no transaction costs and symmetric information will not see their 

value change based on their dividend policies. According to this view, firm valuation depends 

solely on investment decisions rather than payout policies. 

The dividend irrelevance theory operates based on assumptions which do not align 

with the actual market conditions that exist in real financial markets. Market imperfections 

which include information asymmetry and taxation and agency conflicts and transaction costs 

determine how corporations make their payout choices. Research has produced a large 

collection of theoretical and empirical studies which demonstrate that dividend policy decisions 

create substantial value impacts for companies through their effects on investor attitudes and 

their ability to predict future earnings and their solutions to agency conflicts. (Farooq & Ahmed, 

2019). 

The U.S. stock market serves as an ideal environment to study how dividends affect 

corporate value. The market operates as the world's biggest equity market which includes 

various companies from different business sectors with distinct financial profiles and dividend 

policies. U.S.-listed firms need to stay in a constant state of conflict because they require 

retained earnings for growth and innovation yet they must also distribute dividends to show 

financial stability to their investors(Fama & French, 2001; Ilya  Storozhenko, 2023). 

The time span between 2015 and 2024 brought multiple major political and economic 

and financial changes which made it harder for businesses to decide on their dividend 

payments. The market experienced three major developments which included new regulations 

and political instability because of elections and trade disputes and the worldwide COVID-19 

pandemic (Theiri et al., 2023). The different components within the system produce various 

effects which affect business cash flow predictions and risk assessment processes that lead 

to capital allocation decisions which then affect dividend planning and company worth 

evaluations through interconnected systems. 

 

Research conducted recently shows that dividend policy patterns between companies 

differ because their financial characteristics including profitability levels and capital structure 
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and organizational capital assets determine their dividend strategies. Research shows that 

organizational capital which includes managerial expertise and corporate culture and 

innovation capability and intellectual property serves as a vital factor for maintaining dividend 

payments throughout different time periods. Organizations which possess substantial 

organizational capital tend to preserve their dividend stability because they use dividends to 

demonstrate their enduring financial performance which leads to higher company value 

(Michaely et al., 1995). 

A company needs to generate profits because successful businesses maintain enough 

funds to support their investment needs for dividend payment ability. Research data shows 

that companies which pay out higher dividend amounts to shareholders will achieve higher 

stock market value and improved investor confidence. A company faces limited ability to 

create internal funds when it uses high payout ratios at levels which exceed specific thresholds 

which results in reduced potential for future investments and business expansion and 

subsequently decreases firm value (Chasiotis et al., 2024a). 

The situation becomes more complicated because of two main factors which include 

macroeconomic elements and political developments. Companies implement defensive 

payout strategies during political unstable periods because these strategies help them cut 

down dividend payments and create adaptable capital management systems which protect 

their financial stability (DeAngelo et al., 2006). The economic downturns and crises made 

dividend policy behavior most visible because this policy served two functions which included 

providing market information to investors and protecting against potential risks. The U.S. stock 

market requires fundamental knowledge about its extensive operations and various complex 

elements (Jakia Sultana, 2021). 

1.2  PROBLEM STATEMENT 

 

Despite an extensive body of literature on dividend policy, important gaps remain 

regarding the relationship between dividend policy and firm value in the U.S. stock market 

during the recent decade from 2015 to 2024. Research conducted to date demonstrates that 

dividend choices result from two sets of factors which include company-specific elements like 

profitability and capital structure and organizational capital and external political and economic 

elements such as economic policy uncertainty and crisis situations. The current 

business environment between firms and their investors creates difficulties when trying 

to determine how dividend policy affects company value through precise measurement. 

The current market environment with rising uncertainty and market volatility and 

expanding share buyback practices makes it difficult to determine if dividend policy remains a 

value-creating strategy for firms. Stock buybacks have become the primary financial strategy 
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for U.S. companies during the last few years while changes in regulations and tax laws have 

created new differences between dividend payments and stock repurchase programs. 

Research studies based on empirical data focus on different time periods and study markets 

outside the United States and worldwide markets which do not directly support the analysis of 

the U.S. equity market from 2015 onward. The research lacks sufficient analysis about how 

dividend payments and dividend yield provide investors with dependable investment 

information during this time. 

A thorough research investigation must be conducted to analyze how dividend policy 

affects firm value in the U.S. stock market during 2015 through 2024. The research needs to 

include firm-specific elements together with changing payment methods between dividends 

and stock buybacks and political and economic instability factors to produce findings which 

benefit academic studies and corporate financial planning. 

1.3  RESEARCH OBJECTIVES 

 

The research examines how dividend policy affects non-financial company value 

through panel data econometrics of U.S. exchange-listed firms from 2015 to 2024 to identify 

particular patterns. I have established three essential targets which I aim to accomplish. 

Run empirical tests on the link between dividend policy and firm value in the U.S. stock 

market, using panel data approaches to get a solid handle on both cross-company differences 

and changes over time. 

Look at how certain company traits like profitability and capital structure play into this 

relationship, while keeping in mind the key role organizational capital has in the bigger picture 

from what the literature says. 

The research examines how economic and political factors studied earlier affected 

dividend selection which then affected company value during this time period. 

The analysis of organizational capital stays at a conceptual level because researchers 

cannot measure it directly because of data limitations but they analyze profitability and capital 

structure in their numerical study. 

The research needs to evaluate how dividend policy affects firm value throughout the 

U.S. stock market during 2015 to 2024. The research needs to include firm-specific elements 

together with changing payment methods between dividends and stock buybacks and political 

and economic instability factors to produce findings which benefit academic studies and 

corporate financial choices. 
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1.4 RESEARCH QUESTIONS 

 

The research questions of this study follow the empirical framework and research 

objectives which it uses to answer the following questions. What is the relationship between 

dividend policy and firm value among U.S.-listed non-financial firms during the period 2015–

2024? How do different measures of dividend policy, namely dividend payments and dividend 

yield, affect firm value? Research shows that dividend policy continues to affect firm value but 

only to a substantial degree when scientists study both time-dependent factors and company-

specific elements. The research develops testable hypotheses through the combination of 

dividend relevance theories with empirical evidence from previous studies. H1: Dividend 

payments have a positive and statistically significant effect on firm value among U.S.-listed 

non-financial firms. H2: Dividend yield has a statistically significant relationship with firm value 

among U.S.-listed non-financial firms. H3: The connection between dividend policy and firm 

value continues to be important when researchers use panel data methods to remove 

unobservable characteristics which affect specific firms. 

1.5 SIGNIFICANCE OF THE STUDY 

 

The research adds value to academic knowledge through its analysis of dividend policy effects 

on firm value in the U.S. stock market from 2015 to 2024 when economic conditions became 

more unpredictable and corporate dividend practices underwent substantial transformations. 

The research uses panel data econometric methods to analyze a present-day population 

which provides new knowledge about how dividend strategies perform in today's volatile 

financial market with changing investor behavior. 

The research findings deliver vital information to corporate managers which they can 

use to develop effective dividend policies. The research results show dividend selection 

functions as a strategic financial tool which affects company value by influencing how investors 

view the company and their confidence in the market. The research data will enable managers 

to determine the correct relationship between dividend payments and their organization's 

funding requirements and future business development plans. 

The research helps investors to understand dividend measure evaluation through 

dividend payments and dividend yield analysis during various market conditions. The 

information enables investors to develop superior investment decisions through their decision-

making process. Furthermore, policymakers and regulators may benefit from the study’s 

findings by gaining a better understanding of how corporate payout policies contribute to 
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market transparency, stability, and investor confidence, particularly during periods of 

economic uncertainty. 

1.6 SCOPE AND LIMITATIONS 

 

The research investigates how dividend policy affects firm value of non-financial U.S.-

listed companies during 2015 to 2024. The research uses annual financial data from 25 

companies which operate on major U.S. stock exchanges as its empirical foundation. The 

research excludes financial institutions because their regulatory environment and capital 

management and dividend distribution methods operate under different rules than non-

financial businesses. 

The research uses quantitative panel data econometric methods which analyze 

publicly accessible secondary financial data from trustworthy financial databases. The 

research uses share price as its main variable to represent firm value while dividend policy 

data comes from dividend payments and dividend yield measurements. The research uses 

Fixed Effects and Random Effects models to handle both firm-level differences and changes 

that occur across time. 

The research contains multiple restrictions which affect its overall value. The study 

faces a limitation because its small participant number stems from the need for reliable and 

consistent data which restricts its ability to represent all U.S. businesses. The research study 

uses a restricted number of variables to explain the results while it fails to measure specific 

firm-level elements which researchers have identified as important factors. 

The research duration spans through times when economic and political conditions 

became more unstable which creates challenges to separate their effects on dividend 

payments and company value assessment through statistical analysis. The research fails to 

resolve all endogeneity problems because panel data techniques only solve unobserved 

heterogeneity issues. 

1.7  STRUCTURE OF THE THESIS 

 

The research consists of five main sections which make up the entire study. The first 

chapter of the research presents the study's background information followed by its problem 

statement and research objectives and questions and hypotheses and explains why the study 

matters and what it covers and its boundaries. 

The second chapter contains the theoretical framework together with literature review 

about dividend policy and its impact on firm value. The following chapter reviews dividend 
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policy theories alongside their empirical evidence to create research hypotheses and establish 

the empirical model. 

The research methodology which the study used is presented in Chapter 3. The 

document presents the research design and data sources and explains the authors' process 

for choosing their sample and establishing their variables and their application of econometric 

methods to analyze how dividend policy affects firm value. 

The research findings from Chapter 4 receive presentation and analysis in this section. 

The chapter presents descriptive statistics together with correlation analysis results and panel 

regression findings and Hausman specification test outcomes and diagnostic test results 

which lead to an interpretation of the findings based on theoretical concepts and previous 

research studies. 

The last part of Chapter 5 shows research findings together with academic significance 

and practical uses of the study and establishes study limitations and recommends future 

research directions. 

2 CHAPTER 2: LITERATURE REVIEW 

2.1 INTRODUCTION 

 

Research in corporate finance has consistently focused on dividend policy because it 

creates direct effects on shareholder wealth and corporate valuation and financial decision 

processes. The debate about dividend policy impact on firm value has continued for multiple 

decades through both theoretical discussions and empirical studies but no consensus exists. 

Theories about dividend policy remain divided because some authors claim it has no effect 

under perfect market conditions yet others demonstrate its value for investor communication 

and agency conflict reduction and investor preference fulfillment (Lintner, 1962; M. J. Gordon, 

1963; Miller & Modigliani, 1961). 

The study of dividend policy has become more important because companies now use 

their dividend policies in new ways. Companies now need to decide how to distribute their 

earnings through dividend payments and retained earnings and share repurchase programs. 

The company makes its decisions based on both its internal business operations and external 

market elements which include market trends and regulatory frameworks and investor market 

sentiment (Abdullah et al., 2025a; Azekkar et al., 2025). The analysis of dividend policy 

requires knowledge about its theoretical basis because it enables researchers to understand 

the results from their firm value studies. 
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The United States stock market serves as an essential environment to study how 

companies determine their dividend payment strategies. The market operates as a top 

international capital market with high liquidity because it attracts multiple investor groups who 

receive full company information and must react right away to market changes after 

companies announce dividend payments. U.S.-listed firms experience high levels of investor 

and analyst monitoring when they decide about dividend payments because dividends 

function as essential performance and financial stability metrics (Manos, 2001; Pinto et al., 

2019). 

The research became more vital because of what happened during the period from 

2015 to 2024. The business environment during this period featured economic growth together 

with unstable financial markets and tax code changes and the worldwide pandemic crisis of 

COVID-19. The market conditions probably changed business approaches regarding dividend 

distribution and they also influenced how investors understand dividend-related information 

(M. and W. J. Baker, 2004; Chen et al., 2024; Theiri et al., 2023). Researches must study 

established dividend theories because the current situation demands this research which has 

become both urgent and essential. 

The research foundation of this chapter depends on two main elements which include 

theoretical support and empirical evidence from dividend policy theories and dividend policy-

firm value relationship studies. The discussion starts with traditional dividend theories about 

dividend irrelevance and relevance before moving to contemporary views which study market 

flaws and human investment decisions. The chapter examines previous research findings 

which originated from studies that analyzed developed markets together with the United States 

market. The chapter establishes its conceptual framework through the combination of 

theoretical and empirical evidence which will guide the development of research hypotheses 

and econometric models in following chapters. 

2.2 THEORETICAL FRAMEWORKS 

 

2.2.1 Dividend Irrelevance Theory 

The Dividend Irrelevance Theory serves as the fundamental framework which scholars 

use to study how dividend policies affect firm value. This theory was formally introduced by 

(Miller & Modigliani, 1961), who argued that under certain idealized market conditions, a firm’s 

dividend policy has no effect on its market value. The proposition shows that firm value 

depends solely on investment choices and future cash flow potential of the company instead 

of dividend distribution methods. 
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The theory depends on a complete set of assumptions which establish an ideal capital 

market framework. The model operates under four main assumptions which state that there 

are no taxes and no transaction costs and no flotation costs and all market participants have 

complete and symmetric information. Investors need to act as rational decision-makers who 

show no preference between dividend payments and capital growth in the current investment 

market. Shareholders who need cash flows can create their own dividend payments through 

stock sales which will not affect their financial situation (Miller & Modigliani, 1961). 

The framework views dividend payments as financial decisions which do not affect 

company risk exposure or future investment performance. The company needs to decrease 

its internal funding for future growth because dividend payment expansion will restrict its ability 

to sustain earnings. The reduction in debt would create an equal increase in external funding 

which would maintain the current firm value. The determination of shareholder wealth does 

not depend on dividend policy according to this result. 

Despite its strong theoretical appeal, the Dividend Irrelevance Theory has been widely 

criticized for its unrealistic assumptions. Financial markets in the real world operate with tax 

systems that treat dividend payments and capital gains differently while investors must pay 

transaction fees and managers possess better market understanding than their investors do. 

The existing market flaws in the system create problems with the fundamental theory of 

dividend irrelevance because they indicate that companies can affect investor decisions and 

market value through their dividend strategies (Farrar & Selwyn, 1967; MICHAEL J. 

BRENNAN, 1970). 

The Dividend Irrelevance Theory maintains its influence on corporate finance research 

because it continues to affect the development of the field. The model functions as a reference 

point which enables researchers to create and assess different dividend relevance theories. 

The theory provides an unbiased framework which enables researchers to determine when 

dividend policy begins affecting company value. Scientists apply the theory as their base 

framework to study theoretical concepts and real-world data but its core components do not 

match what exists in reality. 

The Dividend Irrelevance Theory provides vital information for this study to evaluate 

how dividend strategy affects company value in the U.S. stock market throughout 2015 to 

2024. The empirical results show deviations from the theoretical model which researchers will 

analyze through market imperfections and signaling effects and agency considerations in their 

following theoretical sections. 

2.2.2 Dividend Relevance Theories 

In contrast to the Dividend Irrelevance Theory, dividend relevance theories argue that 

dividend policy can affect firm value when real-world market imperfections are taken into 
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account. The theories developed as answers to the limiting conditions of perfect capital 

markets which focus on how information differences between investors and management 

teams and tax effects and investor risk tolerance affect markets. The market uses dividend 

choices to obtain valuable information which affects investor actions that subsequently affect 

company value (Lintner, 1962; M. J. Gordon, 1963) 

One of the key premises of dividend relevance theories is that managers typically 

possess superior information about the firm’s current performance and future prospects 

compared to external investors. Management uses dividend announcements to distribute 

private market information which investors need to know. Companies that distribute dividends 

through dividend payments create two effects on their market value because they solve 

agency problems and fulfill investment requirements of various market groups(Rój, 2019). 

The dividend relevance theories consist of multiple interconnected theories which 

explain why dividends continue to matter for investors who operate in actual market 

environments. The three most influential perspectives which affect executive compensation 

decisions include signaling theory and agency theory and the bird-in-the-hand theory. The 

three methods show companies generate value through dividend policies by implementing 

financial strategies which differ from each other(Mann, 1989). 

2.2.3 Bird-in-Hand Theory 

The Bird-in-Hand Theory, proposed by (Lintner, 1962; M. J. Gordon, 1963) suggests 

that investors prefer dividends over uncertain future capital gains. The reasoning is that 

dividends represent immediate, tangible returns, whereas capital gains depend on future 

performance and market conditions, which introduces uncertainty. Consequently, firms that 

maintain consistent dividend payments may be perceived as safer investments, potentially 

leading to higher valuations. This theory emphasizes the psychological and behavioral 

dimensions of investor decision-making, explaining why dividends can affect stock prices even 

in markets where capital gains are expected to grow over time (Chasiotis et al., 2024c). 

Empirical studies have tested this theory extensively, with mixed results, indicating that while 

dividends can create value through investor confidence, overly high payouts may limit funds 

available for internal investment, creating potential long-term drawbacks (M. and W. J. Baker, 

2004). 

2.2.4 Signaling Theory 

             According to signaling theory dividend policy functions as a tool which companies use 

to indicate their projected earnings performance and their financial condition. Managers 

achieve improved visibility of company cash flow projections which makes investors use 

dividend  (M. Baker & Wurgler, 2004; Grossman & Miller, 1988). The market views dividend 
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increases as evidence of future business success but views dividend reductions as evidence 

of financial problems. The payment of dividends serves as a reliable indicator because 

companies must spend actual money on dividend payments while making a sustained 

financial dedication. Companies tend to avoid dividend growth because they need to prove 

their ability to maintain future dividend payments. Share prices of companies experience 

immediate market reactions to dividend announcements which leads to changes in stock 

values and corporate worth. Research findings consistently validate the signaling hypothesis 

which proves most effective in U.S. and other developed market settings because investors 

in these markets strongly prefer dividend stability. The financial markets of these countries 

view dividend-paying companies as stable organizations which leads to increased market 

value assessments (Manos, 2001). Companies use their signaling effects to affect market 

performance through their business characteristics and market conditions which differ 

between various time periods. 

2.2.5 Agency Theory 

Agency theory demonstrates the importance of dividend policy through its study of how 

managerial interests differ from those of shareholders. Managers will keep excess cash and 

choose investments which do not create the highest shareholder value when ownership and 

control exist as separate entities. Shareholders receive dividend payments which restricts 

managerial control of free cash flow thus protecting organizations from agency problems 

(Niccolo et al., 2020). 

The disciplinary function of dividend payments exists to defend managerial decisions 

which create value for shareholders. Shareholder cash distributions by firms can help 

companies avoid unproductive investments which leads to better corporate value. The effect 

will become more significant when companies have substantial free cash flow and their 

governance systems are weak. 

The agency theory shows that dividend payments will increase firm value when 

organizations need to reduce their monitoring system expenses. The U.S. market shows 

dispersed ownership which leads to agency problems so dividend policy functions as a tool to 

control managerial behavior and enhance corporate governance performance (Abdullah et al., 

2025a). 

2.2.6 Clientele Effect Theory 

The clientele effect theory shows that investors from different groups choose dividend 

policies which fulfill their tax needs and their requirements for income and their investment 

goals  (Pristiana & Murtadho, 2025)(Elton & Gruber, 1970). Investors who focus on income 
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will choose stocks with high dividend payments but growth investors will select companies 

which keep their profits. 

The theory shows that companies will draw investors who have investment styles 

which match their dividend payment methods. Changes in dividend policy may therefore lead 

to changes in the firm’s shareholder base and, consequently, its market valuation. The 

clientele effect shows that dividend policies do not prove which dividend strategy works best 

for all investors but it demonstrates that companies need to maintain uniformity in their 

dividend choice process(Hasan, 2022). 

2.2.7 Life-Cycle Theory and Modern Perspectives on Dividend Policy 

Life-cycle theory provides a dynamic method to analyze dividend policy because it 

demonstrates how businesses should manage their dividend payments throughout their 

different stages of development. The life-cycle approach differs from previous theories 

because it shows that dividend policy behavior depends on three factors which include 

company age and profitability and investment potential (DeAngelo et al., 2006). 

According to this theory, young and rapidly growing firms typically retain earnings to 

finance profitable investment opportunities and therefore pay little or no dividends. The growth 

of firms leads to reduced investment possibilities while their internal funds rise and they require 

less funding from outside sources. Companies at this point will either start paying dividends 

or they will boost their dividend payments because they want to share their surplus cash with 

their investors through dividend distributions. The perception exists that companies which 

distribute dividends operate as stable financial entities with mature business 

operations(Nechaeva et al., 2023). 

The life-cycle theory demonstrates that established companies will have positive 

connections between dividend payments and firm value because their dividend payments 

demonstrate financial stability and lower future growth uncertainty. Investors do not consider 

the lack of dividend payments from growth firms as a negative factor when they use their 

retained earnings for efficient reinvestment. The framework explains why dividend value 

changes between different companies and throughout different periods(Mahadevan & Joshi, 

2022). 

Research into contemporary dividend policy has developed the life-cycle framework 

through the integration of behavioral aspects together with institutional factors. The behavioral 

theories which (M. Baker & Wurgler, 2004) developed show that investors base dividend value 

on their personal preferences and psychological tendencies and income requirements instead 

of using logical methods. Investors tend to value dividend-paying stocks more during 

economic instability which results in higher stock prices for companies that keep their dividend 

payments steady. 
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The current dividend policy framework exists because of institutional developments 

which occurred in the past. Share repurchases have emerged as a preferred choice over 

dividends since the last few decades in the United States. Companies maintain flexibility in 

their repurchase programs because they do not need to operate these programs throughout 

future years. Nevertheless, dividends continue to be regarded as a stronger and more credible 

signal of long-term financial strength due to their commitment nature (Brav et al., 2005; 

Hussain et al., 2018). 

Modern businesses distribute shareholder profits through two main methods which 

include dividend payments and share buybacks. Companies use multiple payout methods to 

fulfill investor needs while handling their financial resources and adapting to market 

environment shifts. The development of new financial instruments has not reduced dividend 

value because companies use these payments to demonstrate their financial stability to their 

investors(Kumar et al., 2023; Zahid et al., 2023). 

The research benefits from life-cycle theory and modern perspectives which help 

explain how dividend policy affects firm value in the U.S. stock market throughout 2015–2024. 

The U.S.-listed firms showed different stages of development which affected their dividend 

selection process through major economic disruptions that occurred throughout the entire 

sample period. 

Figure 1 :Overview of Major Dividend Policy Theories 

 

The main theoretical frameworks which explain dividend policy appear in Figure 1. 

Dividend Irrelevance Theory argues that dividend decisions do not affect firm value under 

perfect market conditions. Companies use dividend payments to demonstrate their 

performance according to Signaling Theory and Agency Theory which helps them reduce 

agency conflicts that decrease their total value. The Life-Cycle Theory shows that companies 

should change their dividend policies when they move from their growth stage to their mature 

stage. The complete system of different theories explains why researchers have obtained 

conflicting results when studying dividend policies and their impact on corporate value. 
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2.3 EMPIRICAL EVIDENCE (2015–2024) 

 

2.3.1 Dividend Policy and Firm Value 

Research conducted during the previous few years shows dividend policy generates 

value for businesses although the exact impact on company value depends on particular 

company characteristics and market conditions (Pástor & Pietro, 2003). Research studies 

from modern times show that dividend decisions affect how investors view companies and 

how stock prices change in developed capital markets despite earlier theoretical models which 

stated dividends have no impact. 

Recent evidence from the U.S. market supports the relevance of dividend payments 

as a value-enhancing mechanism. (Boďa & Jeřábek, 2024) find that per-share dividend 

payments are generally associated with higher firm value and increased Tobin’s Q among 

U.S.-listed companies. The research data shows that investors use dividend payments to 

determine both financial stability and ongoing cash generation of companies when making 

their investment choices. Research shows that companies which distribute more than 50% of 

their earnings through dividends will experience negative stock value effects because this 

practice restricts their ability to fund internal projects and future business development. The 

research shows that companies need to achieve the right combination between dividend 

payments and their ability to keep earnings within the company. 

The research conducted by (Dsouza, Nasseredine, et al., 2025) study S&P 500 

companies to demonstrate that their dividend payments depend on three main factors which 

include their profitability levels and their company size and their previous dividend payment 

history. The research shows that companies which achieve better profitability and maintain 

bigger market share will keep their dividend payment programs because this leads to better 

investor trust and stronger corporate governance. The research data indicates that companies 

employ dividends for two vital purposes because they allow dividend payments to 

shareholders and investors can use this data to reduce market volatility and resolve disputes 

between management and shareholders(Barros et al., 2020). 

Research studies from the past few years demonstrate that dividend policy creates 

value for companies yet their dividend metrics do not explain this relationship. Researchers 

need to evaluate dividend effects by studying both firm-specific characteristics and strategic 

elements and company-specific elements (Dsouza, Behera, et al., 2025). The U.S. market 

environment becomes more important because firms must operate under full market 

transparency which provides investors with extensive financial data while they watch dividend 

decisions closely. 
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Figure 2 : Empirical Evidence on Dividend Policy and Firm Value 

 
 

The main empirical results about dividend policy and firm value appear in Figure 2 

which summarizes the existing research findings. Research studies demonstrate that 

signaling and agency theories explain how ownership structure impacts firm value but these 

theories produce conflicting results when analyzing companies which demonstrate potential 

for growth. Research shows that corporate value depends on two sets of factors which include 

company-specific elements and economic factors that influence how dividends relate to each 

other. This lack of consensus motivates the present study to re-examine the relationship using 

recent U.S. firm-level panel data. 

2.3.2 Firm-Specific Determinants 

The particular features of each company determine their dividend selection process 

which in turn influences their total corporate value. The literature contains extensive research 

about five main determinants which include profitability and capital structure and firm size and 

investment opportunities and organizational capital. The company's dividend distribution 

ability depends on these internal factors which also affect how market investors will assess 

these dividend payments(La Porta et al., 2000). 

The main factor which determines dividend policy is profitability because companies 

with steady and elevated earnings can support their ability to distribute dividends on a regular 

basis. The financial stability of profitable companies creates a positive impression which leads 

to better dividend-related value assessments in the market. The capital structure system 

determines how leverage affects both financial risk levels and the company's ability to make 

payments. A company will achieve higher value through proper debt utilization which enables 

tax benefits yet excessive debt usage prevents dividend payments and makes investors view 

the company as riskier which damages positive dividend signals(Gordon, 1959). 

Research studies now concentrate on organizational capital as a company-specific 

element which determines how dividends affect firm value. Organizational capital consists of 

non-tangible assets which include managerial expertise and corporate culture and innovation 

capability and the knowledge that a company has built up. The research by (Chasiotis et al., 

2024b) shows that organizations which possess more organizational capital will achieve better 
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market value from maintaining constant dividend payments. The research shows that dividend 

payments from these companies serve as dependable indicators which prove their ability to 

produce ongoing cash generation because investors recognize that businesses with solid 

capital will perform better in upcoming years. 

The value of a firm depends on its internal characteristics which include firm size and 

investment opportunities and organizational capital and profitability. The two larger companies 

demonstrate superior business development through their diverse sector presence and their 

practice of revealing financial information which leads to increased investor trust in their 

dividend payment capabilities. Companies which have promising growth prospects tend to 

keep their earnings for investment purposes which leads to reduced dividend distributions and 

creates separate valuation effects. Research data shows that company-specific elements 

produce complex connections between dividend decisions which analysts need to understand 

corporate differences to analyze how dividends affect company value (Siregar et al., 2023). 

2.3.3 Macroeconomic and Political Factors 

The external forces which affect corporate dividend policy and firm value include 

macroeconomic conditions and political elements. These economic and institutional factors 

operate at a level which affects managerial incentives and financial constraints and investor 

expectations at the same time. Firms modify their dividend distribution patterns when 

economic conditions become unstable and political conditions become more volatile which 

reduces the standard value creation that dividend payments used to produce. 

Research findings show that poor macroeconomic conditions create conditions which 

affect how dividend payments relate to company value. The research by (Dyussembina & 

Park, 2024) shows that economic stress periods including COVID-19 pandemic and interest 

rate spikes and financial market instability make dividend-firm value relationships less strong. 

The present business environment requires organizations to maintain their liquid assets and 

financial flexibility instead of using their funds for shareholder dividend payments. Investors 

tend to view dividend reductions as strategic decisions for handling uncertainty instead of 

performance indicators which results in less severe market value changes. 

Research shows that political instability makes it difficult for businesses to choose their 

dividend payment methods because they need to decide on these strategies. The research 

by (Choi & Park, 2024) shows that political uncertainty growth makes companies select safer 

dividend distribution methods. Companies cut or delay their dividend payments because 

national elections and regulatory reforms and trade policy changes create uncertainty about 

their future cash flows and business operations. The valuation premium of these companies 

becomes lower because investors predict that their investments will become riskier. The 

current tax environment in the United States allows corporations to choose share buybacks 
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over dividend payments because the 2017 Tax Cuts and Jobs Act created tax rules which 

favor share buybacks over dividend payments. 

Research studies demonstrate that macroeconomic conditions function as essential 

economic drivers which direct the economy. The research by (Boďa & Jeřábek, 2024) shows 

that economic conditions which create inflation or recession will make dividend payments 

become financial liabilities because companies face reduced cash availability. The research 

by (Chasiotis et al., 2024b) demonstrates that worldwide political disputes between nations 

through trade wars and rising tariffs force export-based businesses to adopt cautious dividend 

strategies which results in quantifiable changes to Tobin’s Q market valuation metrics. The 

way firms distribute their profits depends on the existing rules and laws which (Ali, 2022) 

demonstrates through their research on how political changes affect dividend payments and 

corporate dividend usage. 

The systems operate within their natural environment during the 2015 to 2024 time 

period which serves as an optimal observation period. The current decade has experienced 

three major external disruptions which include the COVID-19 pandemic and increasing 

borrowing costs and the ongoing Russia–Ukraine military conflict. (Said, 2024) reports that 

U.S. companies operating in technology and energy sectors together with other industries 

used dividend payment adjustments to build their financial stability during these periods. The 

companies which explained their decisions through open communication managed to reduce 

the negative impact on their stock value. 

Research findings show that macroeconomic elements together with political variables 

function as vital factors which determine the relationship between dividends and firm value. 

These external conditions interact with firm-specific characteristics to shape how dividend 

policy is designed and interpreted by investors. Incorporating both internal and external 

determinants is therefore essential for understanding variations in dividend policy outcomes 

in the U.S. stock market, particularly during periods of heightened uncertainty. 

2.3.4 Additional Insights 

The previous discussions about dividend policy determinants receive additional 

support from various studies which demonstrate that profitability together with firm size and 

leverage and macroeconomic uncertainty serve as essential factors which affect corporate 

decisions and ultimately impact firm value. The research by (Azekkar et al., 2025) and (Ed-

Dafali et al., 2023).The research by (Fama & French, 2001) shows through various data 

sources that profitable companies keep their dividend payments high because their stable 

revenue stream allows them to distribute funds without damaging their business operations. 

The authors demonstrate that bigger companies which have better market access and multiple 

revenue streams choose stable dividend policies which create investor confidence and lead 
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to higher market value. The authors explain that companies with moderate debt levels might 

use dividend payments to control management behavior but high debt levels would force 

companies to save money which would reduce their ability to make dividend payments. The 

economic volatility creates a situation where companies must reduce their dividend payments 

because they need to save money. 

Echoing these findings, recent work by (Brockman et al., 2025; Dsouza, Behera, et al., 

2025) in their research about S&P 500 companies show how these elements work together 

because profitability directly increases payout ratios and controls how leverage affects 

companies. Companies with high profitability levels can sustain elevated debt levels because 

their strong financial performance enables them to keep their dividend payments and Tobin's 

Q ratios stable or even grow them. The United States institutions and regulatory bodies require 

payout policy transparency to become most essential. The research by (Chasiotis et al., 

2024b) examines how business size strengthens these connections because large 

organizations can use their size to achieve better scale which enables them to keep their 

dividend promises during times of economic uncertainty including interest rate increases and 

international conflicts. 

The research by (Dyussembina & Park, 2024) shows that companies reduce their 

dividend payments during periods of economic uncertainty which includes both the ongoing 

COVID-19 pandemic and current inflationary conditions. The conservative approach will 

decrease firm value in the short term but it demonstrates that properly managed businesses 

maintain their stability. The research by (Choi & Park, 2024) builds upon earlier studies 

because they studied how political elements cause U.S. businesses to modify their debt 

structure for dividend payment support through tax code changes. 

The United States provides researchers with an optimal environment to investigate 

these behaviors because of their empirical research. The research by (Siregar et al., 2023) 

study shows that American businesses which depend on share repurchases for market 

operations will reduce their dividend payments when they have enough growth potential and 

low debt levels. Shareholder value remains unaffected by dividend payment reductions when 

companies effectively communicate their strategies to their investors(Allen et al., 2000). The 

research findings indicate that dividend-value relationships exist in a state of flux because 

internal company factors including profitability and size influence how external market 

conditions including economic instability affect the relationship. Research studies need to 

adopt a complete analytical method which studies all these different factors to create better 

guidance for business planning and investment choice. The research combines these results 

to develop a more complete understanding of dividend policy behavior which researchers can 

use to perform particular studies including this thesis. 
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2.4 RELEVANCE OF THE U.S. CONTEXT (2015–2024) 

 

The U.S. stock market provides an ideal setting to study dividend policy effects on 

company value through its relevant data. The world's biggest liquid equity market operates as 

its most active market because it contains various companies from different business sectors 

and it attracts investors who have different investment profiles from individual investors to big 

institutional investment funds. The system contains features which enhance market efficiency 

while it monitors dividend selection patterns that affect company value (Gordon, 1963). 

The period between 2015 and 2024 established itself as a vital time because it included 

both economic growth and major disturbances which occurred throughout this time. The 

United States business environment during this period experienced significant changes 

because of two major policy initiatives and market trends which included the Tax Cuts and 

Jobs Act passage in 2017 and monetary policy adjustments and rising international economic 

ties. The COVID-19 pandemic created an unprecedent situation of uncertainty which forced 

businesses to change their dividend payment methods because they needed to manage their 

cash reserves and deal with their unpredictable financial performance (Allen & Michaely, 

2003). 

The business period brought two vital economic changes that created substantial 

economic challenges for businesses which forced them to change their profit distribution 

systems. U.S. businesses now prefer share repurchases instead of traditional cash dividends 

because these transactions enable them to make more flexible dividend payments based on 

market fluctuations. The changing method of dividend distribution makes it difficult for 

investors to monitor corporate dividend plans because researchers must study dividends 

through an increasing dividend payment system. The investor responses to these changes 

help researchers understand how investors use dividend signals compared to other 

distribution methods(Abdullah et al., 2025b). 

The U.S. market shows distinct features which combine with its unstable business 

environment during 2015–2024 to create an excellent environment for studying how internal 

company elements and outside market elements affect dividend strategies and corporate 

worth. The analysis of dividend patterns helps researchers understand how companies use 

financial strategies and how investors react in this vital worldwide financial hub. 

2.5 CONCEPTUAL FRAMEWORK 

 

The research framework of this study shows how dividend policy affects firm value 

while it also examines other elements which affect this relationship. The corporate finance 
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field maintains an ongoing debate about dividend policy because it enables managers to 

establish their decisions based on shareholder wealth generation. Management uses profit 

distribution between dividends and retained earnings to show their expectations about 

business expansion and financial stability and capital requirements. Investors use dividend 

decisions to understand how the company's financial situation and future business 

performance will develop (Barros et al., 2023). 

The main independent variable in this research study is dividend policy. The dividend 

payout ratio together with dividend yield function as indicators which show the amount of profit 

companies distribute to shareholders and the dividend return shareholders get from their stock 

investments based on market value(Liu et al., 2007). The dependent variable firm value shows 

market assessment of company worth through Tobin’s Q and price-to-earnings (P/E) ratio 

valuation metrics (Chasiotis et al., 2024b) The indicators reveal how investors evaluate the 

company's ability to generate future earnings and its ability to manage its assets properly. 

The framework contains various control variables which researchers use to control 

factors that could affect how dividend payments relate to stock market value. The research 

predicts that profitability will create a positive relationship with firm value because successful 

companies can keep paying dividends and keep their investors satisfied (Hoberg & Prabhala, 

2009). The organizational value depends on company size because big businesses run 

multiple business units which creates better market position and improved funding 

opportunities that result in higher organizational worth (Dsouza, Behera, et al., 2025). 

Financial debt through leverage produces conflicting results which affect company value. The 

value of a firm increases through tax benefits when it uses debt at appropriate levels but high 

debt levels create financial risks which decrease investor trust (Brockman et al., 2025). The 

study includes growth opportunities as a control variable because companies with high growth 

rates usually keep their earnings for investment purposes which results in lower dividend 

payments that might affect market value based on investor investment choices (Siregar et al., 

2023). 

The research depends on existing theoretical and empirical studies to prove that 

dividend policy generates a measurable effect which affects company value. The strength and 

direction of this relationship depends on how dividend selection affects corporate earnings 

performance and simultaneously affects organization size and debt levels and upcoming 

business expansion. A dividend policy which includes proper design elements functions as a 

market indicator that provides clear financial information which minimizes management 

conflicts to create better value for the company. On the other hand, overly conservative or 

aggressive payout decisions might lead to suboptimal valuat (Pristiana & Murtadho, 2025). 
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The research framework exists as a visual representation which Figure 3 

demonstrates. It highlights the hypothesized relationship between dividend policy and firm 

value, as well as the moderating influence of the selected control variables. 

Figure 3 : Conceptual Framework 

 

 

This conceptual framework forms the basis for the analysis in Chapter 3. It illustrates 

how dividend decisions may affect firm value in the U.S. market during the 2015–2024 period. 

It also shows how internal factors such as profitability, firm size, leverage, and growth 

opportunities interact with dividend policy, providing a clear structure for the upcoming 

empirical investigation. 

3 CHAPTER 3: RESEARCH METHODOLOGY 

3.1 RESEARCH DESIGN 

 

The research design of this study uses quantitative methods to explain findings through 

analysis of publicly available data from U.S. firms which are listed on stock exchanges. The 

research requires quantitative analysis because it uses financial data including Tobin’s Q and 

dividend payout ratios and dividend yield and leverage to study how dividend strategies affect 

company worth. The researchers can use measurable variables to run statistical tests which 

generate unbiased results that help them assess companies across different time periods. 

The research design follows an explanatory approach because the study aims to 

establish cause-and-effect relationships between dividend policy and firm value instead of 

presenting statistical relationships. The research examines how dividend-related variables 

impact firm value through direct modeling of their relationship with valuation metrics while 

controlling for vital firm-specific elements. 
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The research achieves its established goals through the application of panel data 

econometric methods. The analysis of corporate financial behavior becomes more detailed 

through Panel data methods which unite information about different firms across time periods. 

The analysis of panel data produces better estimation results than time-series and cross-

sectional methods because it enables researchers to track persistent firm-specific elements 

which include managerial practices and organizational structure that affect firm value. The 

research design selected produces results which become more reliable and trustworthy 

because of this approach. 

Figure 4 : Stages of Quantitative Research Process 

 
Source: Applied by author based on Kumar, 2019 
 

The research process for this study appears in Figure 4 which shows its different 

stages. The research starts by establishing its main objective which examines how dividend 

choices affect company worth in U.S. non-financial businesses. This is followed by a review 

of the scientific literature and the development of a conceptual model linking dividend policy 

to firm value, while controlling for firm-specific characteristics. Secondary panel data are then 

collected from reliable financial databases, including Yahoo Finance, NASDAQ, Macrotrends, 

and Compustat. The research uses panel data econometric methods which include Fixed 

Effects and Random Effects models to analyze the data while the Hausman specification test 

and diagnostic checks provide validation. The research concludes by processing all collected 

data to answer research questions and develop recommendations which help businesses and 

public organizations make better decisions. 
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3.2 DATA AND SAMPLE 

 

The research study examines non-financial companies which operate as public entities 

on the New York Stock Exchange (NYSE) and NASDAQ stock exchanges. The research 

excludes financial institutions which include banks together with insurance companies and all 

financial service firms. The exclusion becomes necessary because these companies follow 

separate regulatory systems which establish different capital requirements and payment rules 

that produce distinct dividend patterns than those of non-financial businesses. The research 

findings would become unfair because financial institutions need to be included in the analysis 

which would reduce our ability to perform result comparisons. 

The population of the study consists of all non-financial firms listed on the NYSE and 

NASDAQ. The research uses data from this population to select firms which maintain 

complete dividend policy information along with firm value data and essential control variables 

from 2015 through 2024. The selected time period extends across ten years to show economic 

stability and major market disruptions which reached their peak during the COVID-19 

pandemic. The studied time period shows the current corporate payout patterns of U.S. 

companies which resulted from major tax and regulatory changes that make this period 

suitable for achieving the research goals. 

The research uses financial data which users can access through public financial 

information platforms. The data for market-related information comes from three sources 

which include Yahoo Finance and Nasdaq and Macrotrends for stock prices and historical 

price series and dividends per share and dividend yields and shares outstanding. The 

research uses these sources to obtain dependable historical financial data which scientists in 

corporate finance use for their studies. Researches achieve better data precision through the 

verification of numerical values which they obtain from multiple data sources. The research 

team retrieved firm-level accounting information from the same platforms which delivered total 

assets and total debt and net income and sales data while they verified the sources to maintain 

data accuracy. 

The research excludes all firms which have missing data points or incomplete 

information or incorrect observations including cases where total assets become negative or 

financial statements show inconsistent data. The research applies standard data-cleaning 

methods which include winsorization to minimize extreme outlier effects which strengthen the 

empirical results. 

Although organizational capital is discussed in the theoretical framework as an 

important determinant of dividend policy and firm value, it is not included as an explicit variable 

in the empirical model. The research faces a limitation because it lacks access to sufficient 
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data and there exists no established market-based measurement which tracks organizational 

capital for all U.S.-listed companies. The research uses financial data which scientists can 

measure to study dividend decisions although organizational capital serves as a vital 

theoretical element which affects how companies set their dividend payments and what their 

stock value becomes. 

3.3 DEFINITION OF VARIABLES 

 

The following section explains all variables which researchers used for their empirical 

study and describes their measurement procedures. The selection of variables follows 

established empirical research about dividend policy and firm value which aligns with previous 

corporate finance studies. Firm value is specified as the dependent variable, dividend policy 

serves as the main explanatory variable, and several firm-specific characteristics are included 

as control variables to account for heterogeneity across firms. 

Tableau 1: summarizes the definitions, measurements, and expected signs of all variables 
employed in the study. 

Variable Symbol Measurement Expected Sign 

Firm Value FV Tobin’s Q = (Market 

value of equity + Total 

debt) / Total assets; 

alternatively 

measured using the 

Market-to-Book ratio 

Dependent 

Dividend Policy DP Dividend Payout Ratio 

(DPR) = Total 

dividends / Net 

income; Dividend 

Yield (DY) = 

Dividends per share / 

Share price 

+ 

Profitability ROA / ROE ROA = Net income / 

Total assets; ROE = 

Net income / Total 

equity 

+ 
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Firm Size SIZE Natural logarithm of 

total assets (log of 

market capitalization 

used in robustness 

tests) 

+ 

Leverage LEV Total debt / Total 

assets 

− 

Growth Opportunities GROWTH Percentage change in 

total assets or sales: 

(Xₜ − Xₜ₋₁) / Xₜ₋₁ 

± 

 

As shown in Table 1, firm value is modeled as a function of dividend policy and selected 

firm-specific characteristics. Dividend policy is expected to have a positive relationship with 

firm value, consistent with theories suggesting that dividends convey favorable information to 

investors or reduce agency conflicts. The control variables are included to isolate the effect of 

dividend policy by accounting for differences in profitability, size, leverage, and growth 

opportunities across firms. 

3.3.1 Dependent Variable 

Firm Value (FV) 

Firm value represents the market’s assessment of a firm’s current performance and 

future growth prospects. The research supports previous studies which use Tobin’s Q as the 

main variable to measure firm value through this formula: (market value of equity + total debt) 

/ total assets. The research tool in empirical finance known as Tobin’s Q shows current market 

asset value together with predicted future asset growth. The market-to-book ratio functions as 

a robustness measure which enables firm value assessment through its display of investor-

based firm worth evaluations against book value recordings. 

3.3.2 Independent Variable 

Dividend Policy (DP) 

The main variable in this research study represents how companies distribute their 

earnings through their dividend policy. The measurement of this indicator uses two separate 

indicators which work together as complementary tools. 
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The Dividend Payout Ratio (DPR) demonstrates how total dividend payments relate to 

net income because it reveals the exact percentage of company earnings which goes to 

dividend payments for shareholders. 

The Dividend Yield (DY) shows the relationship between dividends per share and 

share price because it demonstrates how dividend payments relate to the current market value 

of shares. 

The research predicts a positive connection between dividend policy and firm value 

because dividends according to signaling and agency theories serve as positive signals which 

minimize agency conflicts. 

3.3.3 Control Variables 

Control Variables 

To isolate the effect of dividend policy on firm value, several firm-specific control 

variables are incorporated into the model. 

Profitability (ROA / ROE) 

The company determines its profitability through two financial metrics which include 

Return on Assets (ROA) and Return on Equity (ROE). Companies which achieve better 

profitability levels can maintain their dividend payments to shareholders because their 

investors value these firms at elevated market prices. A positive association with firm value is 

therefore anticipated. 

Firm Size (SIZE) 

The research uses total assets to measure firm size through natural logarithm 

transformation of this variable. The valuation process benefits from three factors which larger 

firms obtain through their diversified operations and their reduced information gaps and their 

ability to secure outside funding. 

Leverage (LEV) 

The leverage ratio equals total debt amount which we divide by the total value of 

assets. Companies achieve value creation through tax advantages when they use appropriate 

leverage levels but excessive debt usage will increase financial threats for their business. As 

a result, the expected sign of leverage is negative. 

Growth Opportunities (GROWTH) 

Business expansion potential evaluation needs percentage calculations to compare 

total asset values with sales data. Organizations which predict business expansion will reserve 

their earnings for investment activities which might result in reduced dividend payments. 

Consequently, the expected relationship between growth and firm value is ambiguous. 
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3.4 MODEL SPECIFICATION 

 

The research uses panel data regression to study the connection between dividend 

policy and firm value by conducting empirical tests. The research design matches the study 

objectives because it addresses both organizational differences between companies and time-

dependent changes which took place from 2015 to 2024. The combination of cross-sectional 

data with time-series information through panel data analysis enables better estimation 

performance while the model can handle unmeasured firm-specific factors which exist 

throughout time and affect the study results. 

The model specification is grounded in established corporate finance theory, 

particularly signaling theory and the partial adjustment view of dividend behavior. Signaling 

theory suggests that dividend payments convey information about a firm’s future prospects in 

the presence of information asymmetry. The ongoing nature of dividend payments as a costly 

obligation makes higher dividend payments indicate management believes in long-term 

earnings stability which causes investors to increase their assessment of company value. The 

theoretical framework demonstrates that dividend policy will create a positive relationship with 

firm value according to the prediction. 

The partial adjustment framework demonstrates that businesses tend to maintain 

stable dividend payment levels instead of making sudden changes to their dividend 

distribution. Companies tend to avoid dividend reductions so they implement slow dividend 

adjustments which lead to their desired payout ratio based on their sustainable earnings 

potential. The behavior indicates that dividend policy follows from present financial results and 

upcoming business stability which determines how companies value their operations. 

Based on these considerations, the baseline econometric model is specified as follows: 

𝐹𝑉{𝑖𝑡} =  𝛽0 +  𝛽1𝐷𝑃{𝑖𝑡} +  𝛽2𝑆𝐼𝑍𝐸{𝑖𝑡} +  𝛽3𝑅𝑂𝐴{𝑖𝑡} +  𝛽4𝐿𝐸𝑉{𝑖𝑡} + 𝛽5𝐺𝑅𝑂𝑊𝑇𝐻{𝑖𝑡} +  𝜖{𝑖𝑡}         (1) 

(1) Where 𝐹𝑉{𝑖𝑡} represents firm value for firm i in year t, measured using Tobin’s Q or 

the market-to-book ratio.𝐷𝑃{𝑖𝑡} denotes dividend policy, proxied by the dividend payout ratio 

or dividend yield. 𝑆𝐼𝑍𝐸{𝑖𝑡}, 𝑅𝑂𝐴{𝑖𝑡}, 𝐿𝐸𝑉{𝑖𝑡}, 𝐺𝑅𝑂𝑊𝑇𝐻{𝑖𝑡}The control variables include firm size, 

profitability, leverage, and growth opportunities, while 𝜖{𝑖𝑡}captures unobserved factors 

affecting firm value. 

The model uses panel data techniques to estimate its parameters through Fixed 

Effects (FE) and Random Effects (RE) estimators. The Fixed Effects model controls for time-

invariant firm-specific characteristics that may be correlated with the explanatory variables, 
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while the Random Effects model assumes that such firm-specific effects are uncorrelated with 

the regressors and exploits both within-firm and between-firm variation. 

To determine the most appropriate estimation method, the Hausman specification test 

is employed. Based on the test results, the preferred model is selected for interpretation. 

Researchers use robust standard errors to solve two main problems which occur in firm-level 

data analysis through statistical inference: heteroskedasticity and serial correlation. 

3.5 DIAGNOSTIC TESTS 

The research team performs multiple diagnostic tests to verify their estimated 

regression results through these tests. The tests help researchers check if the fundamental 

conditions of panel regression modeling exist and to detect statistical problems which might 

impact the results of their analysis. The diagnostic procedures follow established econometric 

software protocols which direct their operational sequence. 

The Variance Inflation Factor (VIF) serves to evaluate multicollinearity in the model. 

The research test enables scientists to detect strong connections between explanatory 

variables because this situation produces higher standard errors which reduce the statistical 

power of estimated coefficients. VIF values within acceptable thresholds indicate that 

multicollinearity does not pose a serious concern in the model. 

Heteroskedasticity is tested to determine whether the variance of the error terms 

remains constant across observations. Given the diversity in firm size and financial 

characteristics across U.S. firms, heteroskedasticity may be present in the data. The problem 

requires standard error enhancement because researchers need to preserve statistical 

inference when they find heteroskedasticity in their data. 

The Durbin–Watson statistic serves to evaluate autocorrelation by checking if time-

dependent residuals show any pattern of correlation. The test serves as an essential tool for 

researchers who analyze panel data because it enables them to study how firm performance 

patterns maintain their patterns between consecutive years. The research team needs to apply 

suitable correction techniques when they identify serial correlation within their collected data. 

The evaluation of residual normality serves to confirm that hypothesis testing results 

remain valid. Although large-sample panel estimators are generally robust to deviations from 

normality, residual diagnostics are conducted to confirm that extreme departures do not affect 

the regression results. 

The research evaluates model stability through coefficient stability tests which confirm 

that the estimated coefficients remain stable throughout the entire sample period. The analysis 

requires two steps to verify result stability through different model specifications and time 

segments which include the COVID-19 pandemic period. The checks verify that the 
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connection between dividend policy and firm value remains consistent throughout all 

observations and time periods. 

4 CHAPTER 4: DATA ANALYSIS AND DISCUSSION 

4.1  INTRODUCTION 

The research in this chapter investigates how dividend choices affect company worth 

through a study of non-financial U.S. companies which operated from 2015 to 2024. The 

research uses a balanced panel database which tracks 25 companies throughout one year to 

generate 250 firm-year observations. The research includes companies operating across 

different business sectors which include technology and consumer goods and healthcare and 

industrials and energy. The diverse range of companies in this study provides enough variation 

between their dividend policies and firm-specific characteristics which panel data analysis 

requires for meaningful results. The research uses panel data methods to study firm 

differences across time while tracking changes that occur throughout the study period. 

The chapter begins by displaying descriptive statistics which reveal the fundamental 

characteristics of the research variables that analysts used for their investigation. The analysis 

continues with a correlation analysis to study the connections between essential variables 

while checking for multicollinearity issues. The research findings emerged from panel 

regression analysis which studied dividend policy effects on firm value by conducting tests 

that used vital company characteristics. The final step in this process involves using diagnostic 

tests to check both the strength and accuracy of the models which have been estimated. The 

research findings receive analysis based on the theoretical frameworks and experimental data 

which were presented in the previous sections. 

4.2 DESCRIPTIVE STATISTICS 

The following section displays statistical data which researchers used to conduct their 

empirical research. The statistics provide an overview of the main characteristics of firm value, 

dividend policy measures, and the selected control variables across the sample of U.S.-listed 

non-financial firms over the 2015–2024 period. The analysis presents variable summaries 

through their mean values and minimum and maximum points and standard deviation 

measurements to show both average values and data spread. 

The first step of empirical research requires descriptive statistics because these 

statistics help researchers understand how their data distributes and how much it varies. The 

analysis reveals both firm attribute variations between organizations and time-based changes 
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while it detects abnormal data points which could affect the results of future regression 

analyses. 

Tableau 2: Descriptive Statistics of Key Variables (U.S.-Listed Non-Financial Firms, 2015–
2024) 

 

 

The empirical analysis uses 250 firm-year observations from 2015 to 2024 to calculate 

the descriptive statistics which appear in Table 2 for share price and dividend and dividend 

yield variables. 

The average share price across the sampled U.S.-listed non-financial firms is 

approximately 85.77, with a median value of 54.83. The data shows that the minimum value 

reaches 8.20 while the maximum value reaches 817.75 which indicates that the sample 

includes firms of different sizes and market values because the research includes businesses 

from multiple industries at different stages of development. The standard deviation shows a 

relatively high value because different data points exist at various distances from the mean 

value. 

The payment amounts of dividend distributions between different companies show 

substantial differences. The average dividend payment per share amounts to 2.39 while the 

data points span from 0.29 to 19.05. The different dividend payment amounts between 

companies indicate they use distinct methods to determine their dividend distribution levels. 

The dividend yield shows an average value of 0.0416 which indicates that dividends amount 

to 4.2% of the total share value. The dividend yield range across different companies indicates 

that dividend appeal exists at different levels between businesses and throughout different 

market periods. 

The skewness and kurtosis statistics reveal that all variables are positively skewed and 

highly leptokurtic, particularly share price and dividend yield. The data distributions show non-
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symmetric patterns which include rare extreme values that financial data tends to exhibit. The 

Jarque–Bera test proves that all variables reject the null hypothesis of normality which shows 

their data does not follow a normal distribution pattern. 

The descriptive statistics show that firm value and dividend measures exhibit 

significant differences between different observations and time points which makes panel data 

analysis appropriate for the following regression study. 

4.3 CORRELATION ANALYSIS 

The following section investigates the relationship between all essential variables 

which appear in the empirical model. Correlation analysis provides preliminary insights into 

the direction and strength of the linear relationships between firm value and dividend policy 

measures, as well as among the explanatory variables. The method functions as a first-step 

diagnostic tool which helps users determine if multicollinearity exists before they perform 

regression model estimation. 

Tableau 3: Correlation Matrix of Key Variables (U.S.-Listed Non-Financial Firms, 2015–
2024) 

 

The empirical analysis uses 250 firm-year observations from 2015 to 2024 to calculate 

the correlation coefficients between share price and dividend and dividend yield in Table 3. 

The first step of correlation analysis shows both the direction and power of linear relationships 

between variables while it checks for multicollinearity issues which need to be addressed 

before running regression models. 

The research findings show a weak positive relationship between stock value and 

dividend payments through their 0.33 correlation value. The research findings show that 

companies with higher stock prices can afford to distribute bigger dividend payments because 

their established market position allows them to maintain dividend payments. The strength of 
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the relationship between the variables remains below the typical values which indicate 

multicollinearity. 

Share price shows a weak negative relationship with dividend yield according to the 

data (-0.22). The results show how stock price movements affect dividend yield because stock 

price rises while dividends remain steady will decrease the yield. Research on dividend policy 

has shown this result numerous times without creating any problems for economic model 

analysis. 

The relationship between dividend payments and dividend yield shows a moderate 

positive connection which equals 0.61. The data shows that companies which pay out more 

dividends tend to have higher dividend yield rates. The relationship between these variables 

shows the strongest connection but it has not reached critical thresholds which would signal 

major multicollinearity issues. 

The explanatory variables in the correlation matrix show strong economic relationships 

between them while their correlation values remain within acceptable ranges. The results 

indicate that these variables can be included together in regression models without causing 

multicollinearity problems that would affect the results. 

4.4 REGRESSION RESULTS 

This section presents the panel regression results examining the relationship between 

dividend policy and firm value. The stock price functions as a substitute for company worth 

while dividend yield shows how a company distributes its dividends. The research evaluates 

three different model specifications which include pooled panel regression and random effects 

and fixed effects models to determine their impact on the study results. 
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4.4.1 Pooled OLS Regression Results 
Tableau 4: Panel Regression Results on the Effect of Dividend Policy on Firm Value (2015–
2024) 

 

Table 4 reports the results of the panel least squares regression examining the 

relationship between dividend policy and firm value for U.S.-listed non-financial firms over the 

period 2015–2024. Firm value is proxied by the annual share price, while dividend policy is 

captured using both the absolute dividend per share and dividend yield. 

The research findings show that the Dividend per Share variable has a positive 

relationship with the dependent variable which is statistically significant at a 1% level 

(coefficient = 24.27, p < 0.01). The research shows that companies which distribute larger 

absolute dividend amounts will have their stock prices increase. The economic results show 

that investors consider dividend payments as a beneficial indicator which proves companies 

have stable finances and generate strong cash earnings. The results match the predictions of 

dividend signaling theory because companies use dividend increases to share positive 

information about their upcoming performance. 

In contrast, the coefficient on Dividend Yield is negative and statistically significant at 

the 1% level (coefficient = −997.37, p < 0.01). This implies that firms with higher dividend 

yields are associated with lower share prices. The relationship between dividend yield and 

stock price exists as an inverse pattern because stock prices decrease when dividend yields 

become high instead of when companies raise their dividend payments which might suggest 

poor business performance and increased investor doubt. The research findings indicate that 

markets tend to punish companies which achieve high yields because their stock prices do 

not perform well. 
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The model exhibits an R-squared of approximately 0.39, indicating that around 39% of 

the variation in share prices is explained by the included dividend policy variables. The F-

statistic shows that the overall regression model is statistically significant because it produces 

a p-value less than 0.01. The explanatory variables in the model show significant explanatory 

power because they jointly explain the data. 

The Durbin–Watson statistic shows a low value which suggests that the residuals in 

the model contain serial correlation. The results from this pooled panel regression analysis 

match typical findings in this research field which allows researchers to apply fixed and random 

effects models together with robust standard errors for obtaining trustworthy results. 

The research findings show that dividend policy serves as a vital factor which affects 

how much value a company holds. The research needs further analysis of dividend level and 

dividend yield opposing signs which should be studied through different panel specifications 

to control unobserved firm-specific factors. 

4.4.2 Fixed Effects Regression Results 
This finding underscores the importance of controlling for firm-specific heterogeneity when 

evaluating dividend policy effects.  

Tableau 5: Fixed Effects Regression Results for Dividend Yield and Firm Value 

 

The fixed effects panel regression results indicate that dividend policy has a statistically 

significant influence on firm value for U.S.-listed non-financial firms during the 2015–2024 

period. The research design contains control mechanisms which handle permanent firm 
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characteristics that cannot be observed to study how company internal growth affects stock 

market performance. 

The coefficient on Dividend is positive and statistically significant at the 1% level. This 

result suggests that, holding other factors constant, an increase in dividend payments is 

associated with higher share prices. The research findings confirm dividend relevance 

theories because companies use dividend payments to show their financial health to investors 

through signaling and agency cost perspectives and to prevent manager-shareholder 

conflicts. 

The Dividend Yield variable shows a negative relationship with its coefficient which 

proves to be statistically significant. This implies that firms with higher dividend yields tend to 

have lower share prices. The stock price decrease has likely caused dividend yields to rise 

because companies with restricted growth potential choose to distribute dividends instead of 

using other methods. As such, investors may interpret high dividend yields as an indicator of 

lower future growth potential rather than value creation. 

The model demonstrates strong explanatory power because its R-squared value 

reaches 0.65 which shows that the model explains most of the firm value changes through its 

variables and firm-specific factors. The F-statistic is statistically significant, confirming that the 

model is jointly significant. 

The fixed effects results demonstrate that dividend policy creates value for firms 

because they control for all unmeasurable firm characteristics. Research studies demonstrate 

that investors use dividend payments to value stocks because these markets have achieved 

their full development stage. 
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4.4.3 Random Effects Regression Results 
Tableau 6: Random Effects Regression Results for Dividend Yield and Firm Value 

 

The random effects panel regression results examine the relationship between 

dividend policy and firm value while assuming that firm-specific effects are uncorrelated with 

the explanatory variables. This approach allows the model to exploit both within-firm and 

between-firm variation over the 2015–2024 period. 

The estimated coefficient for Dividend shows a positive relationship which reaches 

statistical significance at the 1% level. This indicates that higher dividend payments are 

associated with higher share prices across firms, on average. The research findings confirm 

that investors place value on dividend payments because these payments indicate a company 

maintains strong financial stability. The research results match the predictions of dividend 

relevance theories because signaling theory demonstrates that companies use dividends to 

share their expected future earnings performance with investors. 

The Dividend Yield variable produces negative results which affect stock prices at a 

statistically significant level. The data indicates that companies which offer higher dividend 

yields have their stock prices at lower levels. The market performance together with limited 
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growth opportunities might explain why dividend yields increase when stock prices decrease. 

Investors use high dividend yields to assess corporate financial maturity but they do not 

understand these yields as indicators of actual value creation. 

The model shows moderate explanatory power because its weighted R-squared value 

indicates this. While the random effects specification explains a smaller proportion of the 

variation in firm value compared to the fixed effects model, the overall F-statistic is statistically 

significant, indicating that the model is jointly meaningful. The estimated variance components 

show that share price fluctuations result from two distinct sources which include company-

specific factors and random market elements. 

Overall, the random effects results confirm the significant role of dividend policy in 

determining firm value, although the strength of the relationship appears weaker than in the 

fixed effects specification. The research shows that analysts need to consider unobservable 

firm characteristics when they want to study how dividend payments affect stock market value. 

4.4.4 Comparison of Fixed and Random Effects Models 
The analysis of fixed effects and random effects estimations shows that these methods 

produce different results for the estimated coefficients which have different sizes and ability to 

explain the data. The two models generate statistically meaningful results for dividend policy 

variables but the fixed effects model explains the data better because it has a larger R-squared 

value. The model shows better ability to explain firm value changes when researchers add 

unobservable firm-specific factors which stay stable across different time periods. The fixed 

effects model shows that dividend payments remain positively linked to stock prices while 

dividend yield shows a negative significant relationship which persists throughout all model 

variations. The random effects model produces smaller coefficient values and lower model 

performance because it fails to account for the potential relationship between firm-specific 

effects and independent variables. The fixed effects model shows better suitability for studying 

dividend-firm value connections because it handles unmeasurable firm-specific factors which 

affect how investors value companies. 

4.5 HAUSMAN SPECIFICATION TEST 

To identify the most appropriate panel data estimator for analyzing the relationship 

between dividend policy and firm value, a Hausman specification test was conducted to 

compare the Fixed Effects (FE) and Random Effects (RE) models. The Hausman test 

determines if unobserved firm-specific factors in the data show any relationship with the 

variables that explain the model behavior. If such correlation exists, the Fixed Effects estimator 

is consistent and should be preferred; if not, the Random Effects estimator is both consistent 

and more efficient. 
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The results of the Hausman test are presented in Table 7. The reported chi-square 

statistic is statistically insignificant, as indicated by a probability value greater than the 5 

percent significance level. This outcome implies that there is no systematic difference between 

the coefficient estimates obtained from the Fixed Effects and Random Effects models. In other 

words, the test does not provide evidence that firm-specific effects are correlated with the 

dividend policy variables included in the regression. 

The economic results indicate that unmeasured firm attributes which include 

management approaches and organizational values and established business operations do 

not affect the calculated relationship between dividend strategy and company worth. The 

Random Effects model assumptions show evidence of being correct for the research data that 

was collected. 

Based on the Hausman test results, the Random Effects model is considered 

appropriate for the main analysis, as the null hypothesis of no correlation between firm-specific 

effects and the regressors cannot be rejected. Nonetheless, Fixed Effects regression results 

are also reported as a robustness check to confirm that the direction and significance of the 

estimated coefficients remain stable across alternative model specifications. 
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Tableau 7: Hausman Specification Test Results 

 

Overall, the Hausman test supports the use of the Random Effects model for 

examining the effect of dividend policy on firm value among U.S.-listed non-financial firms over 

the 2015–2024 period, while reinforcing the reliability of the empirical results obtained in this 

study. 

4.6 DIAGNOSTIC TESTS 

To assess the validity and robustness of the estimated panel regression models, 

several diagnostic tests were conducted. Since multicollinearity was already examined 

through correlation analysis in Section 4.3, this section focuses on heteroskedasticity and 

model adequacy in the panel data context. 
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4.6.1 Heteroskedasticity 
Tableau 8: Cross-section Heteroskedasticity Test 
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Tableau 9: Period Heteroskedasticity Test 

 

The research used likelihood ratio (LR) tests to check for panel heteroskedasticity 

which assessed both cross-sectional and period-specific heteroskedasticity. The tests 

determine if the regression residual variance remains stable between different firms and 

throughout different time periods. 

Table 8 reports the results of the panel cross-section heteroskedasticity LR test. The 

test shows that the null hypothesis about firm residual homoskedasticity receives strong 

evidence against because the LR statistic reaches statistical significance at a p-value less 

than 0.01. The results indicate that the error term variance between firms exists because panel 
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data from firms typically shows such variation because of their distinct business 

characteristics. 

Table 9 presents the panel period heteroskedasticity LR test, which examines whether 

residual variance varies over time. The results show that the null hypothesis regarding 

homoskedasticity between different time periods does not reach the typical statistical 

significance levels. The data shows that market conditions together with macroeconomic 

events triggered various shock patterns which appeared during the entire studied time span. 

The research data shows that heteroskedasticity appears in all company data and 

throughout all time periods. To address this issue, the study relies on panel estimation 

techniques that are robust to heteroskedasticity, including Random Effects and Fixed Effects 

models estimated using generalized least squares procedures. The reported coefficient 

estimates together with their statistical inferences continue to be reliable. 

4.6.2  Autocorrelation 

Autocorrelation is examined using the Durbin–Watson statistic reported in the panel 

regression results following the Hausman specification test (Table 7). The Durbin–Watson 

statistic of 0.57 shows a value that is lower than the recommended benchmark of 2 which 

indicates positive serial correlation exists in the regression residuals. The pattern appears 

frequently in firm-level panel data which spans various years because unexplained firm-

specific elements and external shocks maintain their impact throughout different time periods. 

The presence of serial correlation in data will produce incorrect standard error values 

when researchers fail to account for it but it will not impact the accuracy of their coefficient 

predictions. The analysis uses suitable panel data estimation methods together with robust 

standard errors to solve this problem and achieve dependable statistical results. The reported 

regression results maintain their validity for interpretation because the detected 

autocorrelation does not affect their accuracy. 

4.6.3 Normality of Residuals 

The normality of the regression residuals is examined using the Jarque–Bera test, 

supported by the histogram of standardized residuals obtained from the panel regression 

model. The test evaluates residual normality by analyzing both skewness and kurtosis 

measurement results. 
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Figure 5 : Histogram and Normality Test of Standardized Residuals 

 

As shown in the residual diagnostics, the Jarque–Bera statistic is 11048.12 with a 

probability value of 0.0000, indicating a rejection of the null hypothesis of normally distributed 

residuals. The histogram shows a distribution which has positive skewness and excess 

kurtosis and contains outliers and follows a heavy-tailed distribution pattern. 

The results show that residuals deviate from normality but this finding does not affect 

the accuracy of the empirical research. In panel data settings with a relatively large number of 

observations (250 firm-year observations in this study), normality of residuals is not a strict 

requirement for consistent estimation. The research applies panel estimation methods with 

robust inference procedures to handle potential problems which could stem from non-normal 

error distributions. 

4.6.4 Summary of Diagnostic Tests 

The diagnostic tests show that the panel regression models produce reliable results 

for statistical inference. The analysis does not experience multicollinearity because all 

explanatory variables maintain correlations which remain below essential threshold values. 

The analysis detects both cross-sectional and period heteroskedasticity but researchers solve 

this problem by implementing robust estimation methods. The study detects positive serial 

correlation which occurs frequently in firm-level panel data so researchers use robust standard 

errors to address this issue. The study maintains its results validity because its panel design 

and extensive data sample outweighs the non-normal pattern of residual errors. The 

diagnostic results confirm that the research data produced reliable results. 

4.7 DISCUSSION 

The research findings in this chapter demonstrate how dividend policies affect firm 

value for U.S.-based non-financial companies during 2015 to 2024. The research uses panel 
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data methods on 250 firm-year observations from a balanced dataset to discover that dividend 

per share directly relates to share price (which represents firm value) in a positive manner but 

dividend yield has a negative connection. The research findings validated the study's expected 

results because H1 demonstrated dividend payout generates business value but researchers 

need to assess the negative yield effect under particular market conditions. The Hausman test 

results show that the random effects model should be used because it effectively combines 

both within-firm and between-firm data points to explain these results. The diagnostic tests 

confirmed that the models remain strong despite the presence of heteroskedasticity and 

autocorrelation which researchers handled through suitable estimation techniques. 

The research findings from this study show both similarities and differences when 

compared to previous empirical studies which expand our understanding of dividend policy. 

Research by (Boďa & Jeřábek, 2024) supports our finding that dividend per share creates 

positive value for firms because their study showed that companies which pay out more per 

share tend to have better Tobin's Q values through their financial stability signals and their 

reduced agency costs. The research conducted by (Dsouza, Behera, et al., 2025) in their S&P 

500 analysis found that absolute dividend levels serve as indicators for higher stock valuations 

because investors trust established companies to generate reliable cash flows which matches 

our findings. The research findings which (Chasiotis et al., 2024b) established that 

organizational capital creates a positive relationship between value and yield in organizations 

with substantial capital investment. The research findings might differ because their study 

examined businesses with high intangible asset values yet this investigation analyzed a wider 

range of non-financial companies which display different patterns of growth. The high yields 

in this study indicate that companies might be undervalued or experiencing financial distress 

instead of showing strong performance. The research findings from this study differ from 

(Pástor & Pietro, 2003) who found that results depended on specific circumstances yet match 

the findings of (Siregar et al., 2023) demonstrates how leverage and growth affect payout 

decisions although these relationships are not directly shown in this research the controls for 

firm-specific factors demonstrate their connection. The research method receives support 

from these comparisons which show how 2015–2024 operated with its own unique 

characteristics because of COVID-19 which forced businesses to save money. 

The research results confirm how U.S. market participants behave because they now 

choose to buy back shares instead of paying dividends but established companies maintain 

their historical dividend payment practices. The U.S. market's liquidity and institutional investor 

dominance according to (Ali, 2022) makes companies rely on dividends as their main 

communication channel during uncertain times which produces the positive dividend per share 

effect observed in this research. The 2017 Tax Cuts and Jobs Act created a share repurchase 

boom which lasted from 2015 to 2024 because companies used this method to distribute 
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capital without creating permanent dividend payments. The research confirms that dividends 

continue to affect stock prices because they offer superior indications about company stability 

during periods of economic instability and increasing interest rates. The stable dividend 

payment model functions effectively for big companies which operate in consumer goods and 

industrial sectors because their ongoing dividend distributions help investors keep faith during 

market instability (Dyussembina & Park, 2024). The market shows negative yield effects 

because investors doubt the financial stability of high-yield companies which focus on buying 

back their shares while facing restricted investment possibilities and heavy dependence on 

dividend payments because of international trade conflicts between the United States and 

China. The dual nature of U.S. firms demonstrates their approach to manage macroeconomic 

changes through their dividend and repurchase strategies as described in (Said, 2024). The 

research shows how companies use flexible value preservation methods through adaptive 

strategies which avoid making permanent financial commitments. 

The research results create significant consequences for corporate managers because 

dividend policy appears to affect firm value according to this study. Managers need to use 

dividend payments as strategic tools which help companies send important messages to 

stakeholders while keeping control of their organization. The positive effect of dividend per 

share indicates that companies which maintain sustainable dividend growth will receive better 

market reception during times of market uncertainty according to signaling theory. The 

negative yield connection requires managers to avoid seeking high investment returns 

because it could harm their companies' growth potential. U.S. managers should use their 

buyback authority to make flexible repurchase deals with companies that show high growth 

potential because this approach helps them avoid sending wrong signals about their 

company's health or age. Organizations need to create specific rules which match their 

operational needs to carry out these policies. Profitable operations with low debt levels enable 

organizations to distribute dividends which reduces agency conflicts while they draw in 

investors who seek to invest in stable assets. The company must maintain its earnings for 

innovation purposes because it operates as a growth-oriented business. Managers need to 

explain payout decisions clearly during times of political instability which includes elections 

and regulatory changes as (Choi & Park, 2024) (2s for) demonstrate. The research findings 

confirm a system which combines dividend management with long-term business expansion 

to create market stability and shareholder wealth in the U.S. market. 
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5 CONCLUSION AND RECOMMENDATIONS 

5.1 CONCLUSION 

The research investigated how dividend policies affect corporate value through an 

analysis of non-financial US companies during 2015 through 2024. The study employed a 

balanced panel dataset containing 25 firms to show how dividend policy affects businesses 

through panel data econometric methods in the present unstable financial environment where 

companies adjust their dividend payment strategies. 

The research findings show that dividend policy continues to affect company value in 

the United States stock market. Share prices show a positive relationship between dividend 

payments and firm value according to the research findings. The research findings support 

dividend relevance theories because companies use dividend payments to transmit reliable 

financial data about their current state and future cash flow potential according to the signaling 

theory. The U.S. market depends on dividend payments as an effective tool which investors 

use to build confidence in their investments. 

The data shows that dividend yield creates a negative connection with the value of 

firms. The research demonstrates that stock prices and dividend yield follow an inverse 

mechanical relationship which requires investors to perform thorough analysis when 

evaluating dividend values. A high dividend yield does not indicate better company 

performance because it could result from falling stock prices or reduced market value. 

Research shows that dividend policy affects company value but investors require particular 

dividend indicators to identify this relationship when they assess companies. 

The panel data analysis shows that firm-specific characteristics together with market-

wide dynamics determine how dividends affect firm value. The Hausman specification test 

indicates that the Random Effects model should be used for estimation because it shows that 

unobserved firm-specific effects do not follow a systematic pattern with the variables used for 

explanation. Diagnostic tests confirm that although heteroskedasticity and serial correlation 

are present common features of firm-level panel data the application of robust estimation 

techniques ensures the reliability and consistency of the empirical results. 

The research results demonstrate that dividend policy maintains its significance as a 

factor which affects firm value in the U.S. stock market throughout the studied time frame. 

Share repurchases have become more significant in corporate finance yet dividends continue 

to play a vital role for companies to plan their finances and for investors to make decisions. 
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5.2 MANAGERIAL AND PRACTICAL IMPLICATIONS 

The research findings from this study offer multiple useful results which benefit 

corporate managers and investors and policymakers. The research findings show that 

corporate managers should use dividend decisions as their primary strategic tool. A company 

which keeps its dividend policy both stable and transparent will create value for its 

shareholders because it demonstrates financial stability and minimizes information gaps which 

become more important during times of economic instability. 

The research findings demonstrate to investors that they need to assess dividend 

strategies through complete analysis. The payment of dividends by companies indicates their 

quality but investors should not use dividend yield as a standalone indicator because it 

depends on stock price fluctuations and complete company performance. Investors need to 

analyze dividend-paying companies through various indicators before they can select their 

investment options. 

The research findings show that dividend policy serves as a tool which improves 

market transparency while strengthening investor confidence. The recommendations stem 

from empirical research yet they match the existing knowledge about corporate payout 

patterns which researchers have studied in developed capital markets. 

5.3 LIMITATIONS AND DIRECTIONS FOR FUTURE RESEARCH 

The research contains multiple restrictions which affect its overall value. The research 

uses a restricted set of U.S.-listed non-financial companies because researchers needed to 

work with the data that was available. The panel data approach provides better results but the 

research findings might not apply to all business sectors and organizational structures. 

The empirical model includes only a few firm-level variables in its analysis. The 

research excludes three essential factors which the literature identifies because researchers 

face difficulties when trying to measure them. Research studies need to include these 

variables to achieve better results when they study corporate dividend policy implementation. 

Research studies need to assess how different sectors affect their results when they 

conduct international market assessments and they need to analyze all payout methods 

including share buybacks. The study of dividend policy and firm value relationships requires 

researchers to use extended time periods together with different statistical methods to detect 

new patterns which have formed throughout their development.  
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APPENDIX 

 

Appendix A. List of U.S.-Listed Non-Financial Firms Included in the Sample 

No. Firm Name Ticker Industry / Sector 

1 Apple Inc. AAPL Technology 

2 Microsoft Corporation MSFT Technology 

3 Intel Corporation INTC Semiconductors 

4 PepsiCo, Inc. PEP Consumer Staples 

5 Walmart Inc. WMT Consumer Staples (Retail) 

6 Starbucks Corporation SBUX Consumer Discretionary 

7 Cisco Systems, Inc. CSCO Technology 

8 Qualcomm Incorporated QCOM Semiconductors 

9 Costco Wholesale Corporation COST Consumer Staples (Retail) 

10 Comcast Corporation CMCSA Communication Services 

11 Mondelez International, Inc. MDLZ Consumer Staples 

12 Broadcom Inc. AVGO Semiconductors 

13 Applied Materials, Inc. AMAT Semiconductors 

14 Campbell Soup Company CPB Consumer Staples 

15 Gilead Sciences, Inc. GILD Healthcare (Biotechnology) 

16 Amgen Inc. AMGN Healthcare (Biotechnology) 

17 American Electric Power Co. AEP Utilities 

18 CSX Corporation CSX Industrials (Transportation) 

19 Hasbro, Inc. HAS Consumer Discretionary 

20 Seagate Technology Holdings STX Technology (Data Storage) 

21 NetApp, Inc. NTAP Technology 

22 Ross Stores, Inc. ROST Consumer Discretionary 

23 Baker Hughes Company BKR Energy 

24 Xcel Energy Inc. XEL Utilities 

25 J.B. Hunt Transport Services JBHT Industrials (Logistics) 

 

Appendix B. Firm-Level Panel Data Used in the Empirical Analysis (2015–2024) 

Firm Year Share_Price Dividend Dividend_Yield 

AAPL 2015 26.32 0.51 0.019 

AAPL 2016 28.96 0.56 0.019 

AAPL 2017 42.31 0.62 0.015 

AAPL 2018 39.44 0.71 0.018 

AAPL 2019 73.41 0.76 0.010 

AAPL 2020 132.69 0.81 0.006 

AAPL 2021 177.57 0.87 0.005 

AAPL 2022 129.93 0.91 0.007 

AAPL 2023 192.53 0.95 0.005 

AAPL 2024 250.42 0.99 0.004 

MSFT 2015 40.3391 1.29 0.032 

MSFT 2016 49.0321 1.47 0.030 

MSFT 2017 65.4811 1.59 0.024 

MSFT 2018 93.6718 1.72 0.018 
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MSFT 2019 122.9881 1.89 0.015 

MSFT 2020 184.3102 2.09 0.011 

MSFT 2021 266.0325 2.3 0.009 

MSFT 2022 261.2951 2.54 0.010 

MSFT 2023 308.139 2.79 0.009 

MSFT 2024 415.6791 3.08 0.007 

INTC 2015 25.0831 0.96 0.038 

INTC 2016 26.8404 1.04 0.039 

INTC 2017 31.3548 1.0775 0.034 

INTC 2018 41.7328 1.2 0.029 

INTC 2019 44.8213 1.26 0.028 

INTC 2020 48.9782 1.32 0.027 

INTC 2021 51.1503 1.39 0.027 

INTC 2022 36.3693 1.46 0.040 

INTC 2023 33.1581 0.74 0.022 

INTC 2024 30.8345 0.375 0.012 

PEP 2015 70.5063 2.7625 0.039 

PEP 2016 77.7385 2.96 0.038 

PEP 2017 87.1398 3.1675 0.036 

PEP 2018 87.952 3.5875 0.041 

PEP 2019 104.9733 3.7925 0.036 

PEP 2020 115.0224 4.0225 0.035 

PEP 2021 130.7995 4.2475 0.032 

PEP 2022 153.4221 4.525 0.029 

PEP 2023 162.5264 4.945 0.030 

PEP 2024 159.781 5.33 0.033 

WMT 2015 19.8216 1.96 0.099 

WMT 2016 19.5978 2 0.102 

WMT 2017 22.8913 2.04 0.089 

WMT 2018 27.4042 2.08 0.076 

WMT 2019 32.893 2.12 0.064 

WMT 2020 40.0427 2.16 0.054 

WMT 2021 44.4558 2.2 0.049 

WMT 2022 44.0591 2.24 0.051 

WMT 2023 49.5692 2.28 0.046 

WMT 2024 69.2574 0.83 0.012 

SBUX 2015 77.2954 0.84 0.011 

SBUX 2016 95.5064 0.85 0.009 

SBUX 2017 121.8074 1.05 0.009 

SBUX 2018 139.2736 1.32 0.009 

SBUX 2019 170.4418 1.49 0.009 

SBUX 2020 176.9681 1.68 0.009 

SBUX 2021 211.7436 1.84 0.009 

SBUX 2022 233.9722 2 0.009 
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SBUX 2023 262.9502 2.16 0.008 

SBUX 2024 272.4937 2.32 0.009 

CSCO 2015 20.2239 0.82 0.041 

CSCO 2016 21.6199 0.99 0.046 

CSCO 2017 25.7588 1.13 0.044 

CSCO 2018 35.492 1.28 0.036 

CSCO 2019 41.7431 1.38 0.033 

CSCO 2020 36.6951 1.43 0.039 

CSCO 2021 46.8614 1.47 0.031 

CSCO 2022 43.8489 1.51 0.034 

CSCO 2023 47.4264 1.55 0.033 

CSCO 2024 48.9568 1.59 0.032 

QCOM 2015 46.4358 1.86 0.040 

QCOM 2016 44.1299 2.07 0.047 

QCOM 2017 45.2513 2.24 0.050 

QCOM 2018 50.7914 2.43 0.048 

QCOM 2019 61.7555 2.48 0.040 

QCOM 2020 90.9153 2.57 0.028 

QCOM 2021 131.7534 2.69 0.020 

QCOM 2022 128.5091 2.93 0.023 

QCOM 2023 113.2859 3.15 0.028 

QCOM 2024 165.5307 3.35 0.020 

COST 2015 123.4366 6.555 0.053 

COST 2016 130.668 1.75 0.013 

COST 2017 147.1221 8.95 0.061 

COST 2018 188.1414 2.21 0.012 

COST 2019 238.7237 2.52 0.011 

COST 2020 303.6486 12.75 0.042 

COST 2021 399.7618 3.07 0.008 

COST 2022 488.1504 3.49 0.007 

COST 2023 516.3226 18.96 0.037 

COST 2024 817.7531 4.5 0.006 

CMCSA 2015 23.1314 0.975 0.042 

CMCSA 2016 25.2506 1.35 0.053 

CMCSA 2017 31.1382 0.4725 0.015 

CMCSA 2018 29.574 0.9175 0.031 

CMCSA 2019 35.6598 0.63 0.018 

CMCSA 2020 37.0472 0.9 0.024 

CMCSA 2021 48.205 0.98 0.020 

CMCSA 2022 36.1893 1.06 0.029 

CMCSA 2023 38.2372 1.14 0.030 

CMCSA 2024 38.8577 1.22 0.031 

MDLZ 2015 32.5199 0.64 0.020 

MDLZ 2016 34.6359 0.72 0.021 

MDLZ 2017 35.7525 0.82 0.023 

MDLZ 2018 35.4558 0.96 0.027 
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MDLZ 2019 44.3236 1.09 0.025 

MDLZ 2020 47.9447 1.2 0.025 

MDLZ 2021 54.3264 1.33 0.024 

MDLZ 2022 58.1502 1.47 0.025 

MDLZ 2023 65.8974 1.62 0.025 

MDLZ 2024 66.7922 1.79 0.027 

AVGO 2015 9.6704 1.64 0.170 

AVGO 2016 12.259 2.52 0.206 

AVGO 2017 18.7533 4.81 0.256 

AVGO 2018 19.4233 7.9 0.407 

AVGO 2019 24.2158 11.2 0.463 

AVGO 2020 28.3652 13.35 0.471 

AVGO 2021 45.0453 14.9 0.331 

AVGO 2022 50.7571 16.9 0.333 

AVGO 2023 75.7303 19.05 0.252 

AVGO 2024 150.3293 11.62 0.077 

AMAT 2015 17.2307 0.4 0.023 

AMAT 2016 22.2134 0.4 0.018 

AMAT 2017 40.4668 0.4 0.010 

AMAT 2018 42.5811 0.7 0.016 

AMAT 2019 43.3629 0.83 0.019 

AMAT 2020 58.854 0.87 0.015 

AMAT 2021 126.4123 0.94 0.007 

AMAT 2022 106.2735 1.02 0.010 

AMAT 2023 129.784 1.22 0.009 

AMAT 2024 193.4222 1.52 0.008 

CPB 2015 34.8504 1.248 0.036 

CPB 2016 43.9239 1.286 0.029 

CPB 2017 40.6275 1.4 0.034 

CPB 2018 31.6125 1.4 0.044 

CPB 2019 33.4618 1.4 0.042 

CPB 2020 40.7101 1.4 0.034 

CPB 2021 38.772 1.48 0.038 

CPB 2022 42.8426 1.48 0.035 

CPB 2023 43.2574 1.48 0.034 

CPB 2024 42.9929 1.48 0.034 

GILD 2015 74.268 1.29 0.017 

GILD 2016 59.2735 1.84 0.031 

GILD 2017 52.7141 2.08 0.039 

GILD 2018 55.3351 2.28 0.041 

GILD 2019 50.9852 2.52 0.049 

GILD 2020 55.4456 2.72 0.049 

GILD 2021 56.8947 2.84 0.050 

GILD 2022 58.9758 2.92 0.050 

GILD 2023 72.5246 3 0.041 

GILD 2024 73.8633 3.08 0.042 
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AMGN 2015 116.3592 3.16 0.027 

AMGN 2016 117.4837 4 0.034 

AMGN 2017 132.0669 4.6 0.035 

AMGN 2018 149.705 5.28 0.035 

AMGN 2019 160.4961 5.8 0.036 

AMGN 2020 195.0357 6.4 0.033 

AMGN 2021 200.5424 7.04 0.035 

AMGN 2022 220.6872 7.76 0.035 

AMGN 2023 231.2587 8.52 0.037 

AMGN 2024 288.8392 9 0.031 

AEP 2015 39.0961 2.15 0.055 

AEP 2016 45.8565 2.27 0.050 

AEP 2017 51.9634 2.39 0.046 

AEP 2018 53.9469 2.53 0.047 

AEP 2019 69.4269 2.71 0.039 

AEP 2020 70.714 2.84 0.040 

AEP 2021 71.8059 3 0.042 

AEP 2022 83.4861 3.17 0.038 

AEP 2023 76.9886 3.37 0.044 

AEP 2024 86.3255 3.57 0.041 

CSX 2015 8.9105 0.7 0.079 

CSX 2016 8.1987 0.72 0.088 

CSX 2017 14.9844 0.78 0.052 

CSX 2018 19.485 0.88 0.045 

CSX 2019 21.9516 0.96 0.044 

CSX 2020 22.9814 1.04 0.045 

CSX 2021 30.7657 0.746666 0.024 

CSX 2022 30.6744 0.4 0.013 

CSX 2023 30.3391 0.44 0.015 

CSX 2024 33.855 0.48 0.014 

HAS 2015 49.7931 1.81 0.036 

HAS 2016 58.6688 1.99 0.034 

HAS 2017 72.7062 2.22 0.031 

HAS 2018 71.2361 2.46 0.035 

HAS 2019 79.17 2.67 0.034 

HAS 2020 65.558 2.72 0.041 

HAS 2021 79.8968 2.72 0.034 

HAS 2022 68.8067 2.78 0.040 

HAS 2023 51.9817 2.8 0.054 

HAS 2024 56.7332 2.8 0.049 

STX 2015 30.6827 2.25 0.073 

STX 2016 20.7269 2.52 0.122 

STX 2017 28.0199 2.52 0.090 

STX 2018 38.2357 2.52 0.066 

STX 2019 38.7393 2.54 0.066 

STX 2020 42.6277 2.62 0.061 



69 
 

STX 2021 74.2943 2.71 0.036 

STX 2022 68.3899 2.8 0.041 

STX 2023 61.4432 2.8 0.046 

STX 2024 92.8108 2.82 0.030 

NTAP 2015 25.8825 0.69 0.027 

NTAP 2016 22.5791 0.74 0.033 

NTAP 2017 34.4388 0.78 0.023 

NTAP 2018 58.6677 1.2 0.020 

NTAP 2019 51.1353 1.76 0.034 

NTAP 2020 41.6318 1.92 0.046 

NTAP 2021 72.2503 1.96 0.027 

NTAP 2022 67.9369 2 0.029 

NTAP 2023 69.0919 2 0.029 

NTAP 2024 110.2961 2.04 0.018 

ROST 2015 45.5373 0.705 0.015 

ROST 2016 54.1874 0.54 0.010 

ROST 2017 58.957 0.64 0.011 

ROST 2018 79.6467 0.9 0.011 

ROST 2019 95.6221 1.02 0.011 

ROST 2020 92.5671 0.285 0.003 

ROST 2021 112.7603 1.14 0.010 

ROST 2022 89.1664 1.24 0.014 

ROST 2023 111.1837 1.34 0.012 

ROST 2024 141.7053 1.47 0.010 

BKR 2015 31.1602 0.68 0.022 

BKR 2016 26.6638 0.68 0.026 

BKR 2017 29.6679 0.69 0.023 

BKR 2018 24.8598 0.72 0.029 

BKR 2019 19.8372 0.72 0.036 

BKR 2020 14.2655 0.72 0.050 

BKR 2021 20.7696 0.72 0.035 

BKR 2022 26.8101 0.73 0.027 

BKR 2023 30.4444 0.78 0.026 

BKR 2024 33.7455 0.84 0.025 

XEL 2015 25.1786 1.28 0.051 

XEL 2016 30.6302 1.36 0.044 

XEL 2017 36.0812 1.44 0.040 

XEL 2018 37.3843 1.52 0.041 

XEL 2019 48.6812 1.62 0.033 

XEL 2020 56.3875 1.72 0.031 

XEL 2021 57.8059 1.83 0.032 

XEL 2022 62.7887 1.95 0.031 

XEL 2023 58.5311 2.08 0.036 

XEL 2024 56.9191 1.6425 0.029 

JBHT 2015 73.5305 0.84 0.011 

JBHT 2016 75.3413 0.88 0.012 
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JBHT 2017 90.1408 0.92 0.010 

JBHT 2018 109.541 0.96 0.009 

JBHT 2019 97.9856 1.04 0.011 

JBHT 2020 113.6934 1.08 0.009 

JBHT 2021 163.75 1.18 0.007 

JBHT 2022 173.293 1.6 0.009 

JBHT 2023 178.7166 1.68 0.009 

JBHT 2024 175.9366 1.72 0.010 

 

Appendix C. Variable Definitions and Measurement 

Variable Definition Measurement Source 

SHARE_PRICE Firm value proxy Annual average closing 
price (USD) 

Yahoo Finance 

DIVIDEND Cash dividend per 
share 

Annual dividend per share 
(USD) 

Yahoo Finance 

DIVIDEND_YIELD Dividend yield Dividend / Share price Author’s 
calculation 

 


