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Abstract

The purpose of the paper is to examine the effect between gender dichotomy and dividend payout. The objective of the paper is to provide adequate
support for research through rigorous reviews of the literature on board dichotomy relative to gender and dividend payout. Board dichotomy of board
members relative to gender seems to have a positive association with dividend payout. Ownership structure, especially institutional ownership, seems
to have an association with dividend payout compared to other variables of ownership structure. The two corporate governance components have a
monitoring role, can be a substitute or a tool for corporate governance improvement, and a signal to investors on dividend payout.
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1.0 Introduction

Dividend policy studies have been debated since Lintner (1956) published his findings, followed by Modigliani and Miller's (1963) creation
of the M&M theory, and also Black's (1976) dividend puzzle. Dividend studies such as determinants of dividend policy are prevalent in
different countries because there is always a gap that needs to be filled from different angles. From there, studies that link corporate
governance and dividend payout gained the interests of researchers from the studies of Abor & Fiador (2013), Elmagrhi Mohamed
(2017), Kowalewski, Stetsyuk, & Talavera (2007), Kumar (2006), La Porta, Lopez-de-Silanes, Shleifer, & Vishny (2000), Mitton (2004)
and, Sawicki (2009).

Under corporate governance, there is board diversity (Byoun, Chang, & Kim, 2016) and ownership structure (Jensen & Meckling,
1976) studies that scholars have continuously researched. Board dichotomy (Board gender diversity) and the tendency to pay dividends
able to reduce the agency problem. So, board characteristics and the tendency to pay dividends to balance one another. Having a strong
board and paying dividends are two factors that lower the level of agency problem within the companies (Adamu, Ishak, & Hassan,
2017; Fernandez & Arrondo, 2005). So, it is believed that when board diversity is higher, dividends may be increased and vice versa.
Most of that literature has a narrow focus as it limits itself to studying the effects of female directors on companies’ performance, value,
and risk-taking. However, there is a growing trend in literature that has a broader perspective by studying the impact of female directors
on many aspects of corporate decision-making. Like other work settings, the corporate environment's quality of life is also dependent

eISSN: 2398-4287 © 2020. The Authors. Published for AMER ABRA cE-Bs by e-International Publishing House, Ltd., UK. This is an open access article under the CC
BYNC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/). Peer-review under responsibility of AMER (Association of Malaysian Environment-Behaviour
Researchers), ABRA (Association of Behavioural Researchers on Asians) and cE-Bs (Centre for Environment-Behaviour Studies), Faculty of Architecture, Planning &
Surveying, Universiti Teknologi MARA, Malaysia.

DOI: https://doi.org/10.21834/e-bpj.v5i13.1954


http://www.e-iph.co.uk/
https://crossmark.crossref.org/dialog/?doi=10.21834/e-bpj.v5i13.1954&amp;domain=pdf&amp;date_stamp=2020-04-30

Anuar, E., et.al. / 8" AicQoL2020Malacca, Mahkota Hotel Melaka, Malacca, Malaysia, 18-19 Mar 2020/ E-BPJ, 5(13), Mar 2020 (pp.387-393)

on multi-faceted factors that affect the staff, visitors, and other stakeholders. Across the levels of corporate management, the highest
hierarchy is the board members. Nevertheless, evidence on the relationship between board diversity and dividend payout is still needed
and is a growing trend.

In Malaysia, although there are similarities in the accounting and regulatory environments with the United States and the United
Kingdom, institutional differences were detected. As a developing country, Malaysia's corporate governance has been influenced by the
British administrative system. Consequently, the analyses of the literature reviewed on corporate governance showed that women in
the board seat could contribute unique benefits and resources; this is because they tend to have diverse backgrounds and human
capital, which allowed them to address different environmental dependencies. Studies from different countries concluded that women
bring a host of different soft-skill resources to their jobs, in the form of leadership competencies. This study also revisited the questions
of what determines dividend policy. On the dividend payout policy, the literature evidenced that the Malaysian financial markets for the
buying and selling of long-term debt or equity-backed securities offered a viable setting to examine the determinants of dividend policy
empirically. Also, the main aspects of research concerning dividend payout were guided by signaling and agency theories
(Mullen, 2019).

The implications of this review are for the actual study on the Malaysian government's set target for Malaysian PLCs to have at least
30% women on their board of directors by 2020. Especially in public listed companies that require female directors to be on the board
with the Malaysian Code on corporate governance (MCCG) 2017 has added gender diversity in the Code shows that Malaysia's
Securities Commission of Malaysia emphasis it and monitors the progress of it. Also, with the establishment of the 30% club, it shows
how board gender diversity is getting significant. Taken article from www.theedgemarkets.com, "Driving good corporate governance
requires a combination of various tools and approaches.” In Malaysia, we have the CG code, the listing rules (that mandate disclosure
of some CG practices. Regulators have oversight over listed companies' disclosures and conduct, reviewing their announcements and
taking enforcement actions for any breach of rules or regulations. Nonetheless, the impacts parallel that of the United Nations'
Sustainable Development Goals number 5 (Gender Equality) and number 8 (Decent work and economic growth) and Malaysia's Shared
Prosperity Vision 2030.

2.0 Background of Study

Dividend policy studies is a continuous debate since Lintner (1956), followed by Modigliani and Miller (1963)’s creation of the M&M
theory, and also Black (1976)'s dividend puzzle. Different countries have a different environment. Dividend studies such as determinants
of dividend policy are prevalent in different countries because there is always a gap that needs to be filled from different angles. From
there, have studies that link corporate governance, and dividend payout gained the interests of researchers (Abor & Fiador, 2013;
Elmagrhi Mohamed, 2017; Kowalewski, Stetsyuk, & Talavera, 2007; Kumar, 2006; La Porta, Lopez-de-Silanes, Shleifer, & Vishny, 2000;
Mitton, 2004; Sawicki, 2009).

Under corporate governance, there is board diversity (Byoun, Chang, & Kim, 2016) and ownership structure(Jensen & Meckling,
1976) studies that scholars have continuously research. Board dichotomy (Board gender diversity) and the tendency to pay dividends
able to reduce the agency problem. So, board characteristics and the tendency to pay dividends to balance one another. Having a strong
board and paying dividends are two factors that lower the level of agency problem within the companies (Adamu, Ishak, & Hassan,
2017; Fernandez & Arrondo, 2005). So, it is believed that when board diversity is higher, dividends may be increased and vice versa.
Most of that literature has a narrow focus as it limits itself to studying the effects of female directors on companies' performance, value,
and risk-taking. However, there is a growing trend in literature that has a broader perspective by studying the impact of female directors
on many aspects of corporate decision-making. Like other work settings, the corporate environment's quality of life is also dependent
on multi-faceted factors that affect the staff, visitors, and other stakeholders. Across the levels of corporate management, the highest
hierarchy is the board members. Nevertheless, the evidence on the relationship between board diversity and dividend payout is still
needed and is a growing trend.

In Malaysia, although there are similarities in the accounting and regulatory environments with the United States and the United
Kingdom, institutional differences were detected. As a developing country, Malaysia's corporate governance has been influenced by the
British administrative system. Consequently, the analyses of the literature reviewed on corporate governance showed that women in
the board seat could contribute unique benefits and resources; this is because they tend to have diverse backgrounds and human
capital, which allowed them to address different environmental dependencies. Studies from different countries concluded that women
bring a host of different soft-skill resources to their jobs, in the form of leadership competencies. This study also revisited the questions
of what determines dividend policy. On the dividend payout policy, the literature evidenced that the Malaysian financial markets for the
buying and selling of long-term debt or equity-backed securities offered a viable setting to examine the determinants of dividend policy
empirically. Also, the main aspects of research concerning dividend payout were guided by signaling and agency theories.

(Mullen, 2019)

The implications of this review are for the actual study on the Malaysian government to set a target for Malaysian PLCs to have at
least 30% women on their boards by 2020. Especially in public listed companies that require female directors to be on the board with
the Malaysian Code on corporate governance (MCCG) 2017 has added gender diversity in the Code shows that Malaysia's Securities
Commission of Malaysia emphasis on it and monitors the progress of it. Also, with the establishment of the 30% club, it shows how
board gender diversity is getting significant. Taken article from www.theedgemarkets.com, "Driving good corporate governance requires
a combination of various tools and approaches." In Malaysia, we have the CG code, the listing rules (that mandate disclosure of some
CG practices. Regulators have oversight over listed companies' disclosures and conduct, reviewing their announcements and taking

388


http://www.theedgemarkets.com/
http://www.theedgemarkets.com/

Anuar, E., et.al. / 8" AicQoL2020Malacca, Mahkota Hotel Melaka, Malacca, Malaysia, 18-19 Mar 2020/ E-BPJ, 5(13), Mar 2020 (pp.387-393)

enforcement actions for any breach of rules or regulations. Nonetheless, the impacts parallel that of the United Nations' Sustainable
Development Goals number 5 (Gender Equality) and number 8 (Decent work and economic growth) and Malaysia's Shared Prosperity
Vision 2030.

3.0 Literature Review

3.1 Theories

Theoretical perspectives to support discussion and describe the role that dividends play is agency theory and signaling theory. In a non-
perfect market situation, the agency theory explains their role in corporate governance while signaling theory, which suggests that
dividends signal financial strength (Sanan, 2019). The Agency theory shows that a high dividend payout helps in reducing available
funds from being taken advantage of by managers. According to the agency theory, the addition of female directors is well-thought-out
as a better monitor of management's decisions, offer more significant benefits to shareholders, and resolve the shareholder-manager
conflict of interest. Then it is more likely it disciplines management through directly influencing dividend policy. Moreover, investors in
developing economies will call for an immediate reward for their investments instead of waiting for more future dividend payments, so it
can be argued that the presence of women able to address any conflict in a more approachable manner and decide higher dividend
policy. Shareholders will stress managers to give out the extra profits or liquidity from the year as a dividend, which in turn forces the
managers to seek more financial resources from equity markets or debt markets if investment opportunities happen. So, agency costs
will be reduced (Rozeff, 1982). The agency viewpoint gives two conflicting hypotheses about the corporate governance role of dividend
payouts : (1) outcome model (2) substitution model (La Porta et al., 2000). The outcome model proposes that secure shareholder rights
force major shareholders to hand over cash, so dividends are an 'outcome’ of good corporate governance. The substitute model is that
dividends are a "substitute” for weak governance (La Porta et al., 2000). According to Fernandez and Arrondo (2005), dividend payouts
and a great board are two options for reducing agency costs. Next, According to Signalling theory, directors arrange dividends as a tool
to share, convey, and ‘signal’ information to shareholders (Sanan, 2019). Apart from communicating the company's financial health to
markets, dividends result in "reputation signaling” of managers La Porta et al. (2000) because non-payment of dividends is an adverse
signal, not only of financial performance but also, of manager quality.

3.2 Dividend payout

Adividend is a cash outflow (an expense) from the company to its investors (shareholders) based on the company's profits in a specified
period. The dividend is typically announced following a quarterly or annual revenue announcement with the amount. Dividend payments,
along with share repurchase, are the main ways the company can directly return cash to the shareholders (Baker & A., 2009). Other
benefits, such as share price changes, are more dependent on the company's market performance (Fabozzi & Drake, 2009). Dividend
payout is related to the decision to divide the company’s net profits into dividends distributed to the shareholders and kept as retained
earnings (Salman Sarwar, 2013). Determinants of dividend policy as recorded in empirical evidence are profitability, industry type,
companies’ size and industry type, liquidity, leverage, investment opportunities, business risk, firm life cycle, tax, free cash flow, growth
that studies used to determine dividend payout. Profitability is mostly positively related as highly profitable, mature, liquid companies
give a higher dividend to their shareholders, while the companies with a huge investment opportunity, financial leverage, and business
risk have lower dividend payout ratio (Qammar, Ibrahim, & Alam, 2017; Yusof & Ismail, 2016).

3.3 Board Dichotomy

Board dichotomy here refers to gender diversity is essential because, according to Chen, Leung, and Goergen (2017), female directors
and managers are said to have a significant influence on corporate decisions. According to literature, board gender diversity is essential
as it suggests that female directors change behavioral boardroom dynamics. Female directors also tend to have a greater focus on the
monitoring function of the board. The emphasis of female directors on monitoring the governance role of dividends. Diversified boards
tend to pay higher cash dividends to shareholders since women can better address the needs of investors in impatient emerging markets
(Al-Amarneh, Yaseen, & Iskandrani, 2017).

Al-Rahahleh (2017), all non-financial companies listed on the Amman Stock Exchange (ASE) during the period 2009-2015 board
gender diversity proxies have a positive impact on corporate dividend policy. Women representation on the boards of non-financial
companies in Jordan is considered low relative to other countries. Notably, the causes of the reduced board gender diversity in Jordan
range from lack of awareness about the benefits of gender diversity to the lack of legislation that regulates this issue. It is recommended
to non-financial companies in Jordan to boost their compliance with the corporate governance code and adopt diversity policies to
enhance the effectiveness of the boards and keep favorable relationships with their shareholders. Furthermore, regulatory bodies in
Jordan should take a step towards encouraging gender diversity on boards.

In Malaysia, investigate the relationship between gender diversity in a firm’s board of directors and financial performance of firms listed
on Bursa Malaysia for the period between 2009 and 2013.

According to Gyapong, Ahmed, Ntim, and Nadeem (2019), board gender diversity may be an active corporate governance device
for lessening principal-agent conflicts but not principal-principal agency conflicts. They stated that female directors make impacts
positively on dividend payout, but it is only noticeable in widely held companies. Women directors have the most significant impact on
dividend payments when there more than three on the board. In Nigeria, Kajola, Olabisi, Soyemi, and Olayiwola (2019) did a study using
19 listed companies from consumer goods and industrial companies for the period of seven years, 2010 to 2016 the result showed a
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positive and significant association between the number of women in corporate boardrooms and dividend policy. The outcome is
consistent with the view that female directors are more involved in monitoring activities than their male counterparts in boardrooms.

In the context of emerging economies, covering India, China, and Russia over the period 2007-2014, board gender diversity is
negatively related to dividend payout in these developing economies. The negative link between board gender diversity and dividend
payout is more noticeable during the financial emergency (Saeed & Sameer, 2017). Their result is different, maybe because of different
circumstances. Ye, Deng, Liu, Szewczyk, and Chen (2019) examined 22 countries from 2000 to 2013; they stated there is a significantly
positive relationship between board gender diversity and dividend payouts. The empirical results confirm that the presence of women
enables corporate governance, and so encourages dividend payouts. Van Uytbergen and Schoubben (2015) examined the influence
of gender diversity on financial policies for a set of non-financial companies from 14 European Union countries using the year 2008 to
2012; findings showed that companies with insider owners and more board gender diversity have a positive influence on cash policy.
Plus, Pucheta-Martinez and Bel-Oms (2015) examined the effect of gender board diversity on dividend pay-out, their research applied
on a sample of Spanish companies; they find a positive relationship between dividend policy and the participation of women.

Adams and Ferreira (2009) examined that women directors have better attendance records than male directors by using a sample
of American companies, and they found that guy directors have a smaller amount of attendance problems, so the more gender-diverse
the board is. Women are more likely to join monitoring committees. Plus, Jurkus, Park, and Woodard (2011) found that companies with
a higher percentage of women directors pay higher dividends in American companies. In the same way, Byoun et al. (2016) examined
how the decision of dividend payment affected by the existence of women in the boardroom by using a sample of Standard and Poor
(S&P) 500 companies during the period 1997 to 2008 and found that companies with gender diversified boards prefer to pay a dividend
to shareholders more than those companies with non-diversified boards.

Elmagrhi Mohamed (2017) examine the extent to which corporate board characteristics influence the level of dividend payout ratio
using a sample of United Kingdom's SME companies from the year 2010 to 2013. Board gender diversity has a significant relationship
with the level of dividend payout. Board gender diversity has a significant negative relationship with the level of dividend payout. So far,
the findings found on how the board gender impact dividend payout is different. Different countries have different views on women on
board or women holding a position on the board seats. The presence of women representation on the board position will likely protect
the shareholders by affecting the payment of dividends. Hence, the findings lend support to agency theory that dividends mitigate the
agency conflict between managers and owners of the companies (Jurkus et al., 2011). Women directors as members of the board have
the potential to strengthen the board’s monitoring, advising role, make less risky financing and investment choices, exercise a positive
impact on important investment decisions in favor of shareholders, hire women, top executives, focus more on corporate social
responsibility, consistent with previous work (Adams & Ferreira, 2009; Byoun et al., 2016; Gul, Srinidhi, & Ng, 2011; Pucheta-Martinez
& Bel-Oms, 2015). Such findings are essential for added value to the companies. We have investors that are looking at the company's
inclusivity, the diversity to whether companies are taking it seriously.

3.4 Ownership structure

This relationship between the ownership structure and dividend policy is studied based on Jensen and Meckling (1976)'s literature. It is
mainly focused on agency theory, which proposes that the presence of large shareholders may reduce agency conflicts. The ownership
concentration could reduce these conflicts; given that control being at the hands of the same individual, they would need to suppose a
part of the losses originated from their behavior. Ownership concentration is an internal governance structure in which owners can
control and have an impact on the management to protect their interests (Madhani, 2016). It means high control of a firm. The ownership
structure is a crucial factor in determining companies' objectives, shareholders' wealth, and how managers of companies may also be
disciplined (Jensen, 2000). According to San Martin Reyna (2017), the majority shareholders and investors with 5% of the shareholdings
of the companies are concerned about the control and monitoring of the performance of the directors in order to protect their investments.
Berle and Means (1932) have extensively discussed the extent of separation of ownership and management under the ownership
structure. Earlier studies have shown a relationship between dividend policy and ownership concentration (Rozeff, 1982). Though, it is
also essential to highlight the structure of that ownership, considering both majority shareholders such as families or institutional
investors and minority shareholders with relevant stakes in the company. Any conflict of interest between managers and owners can
lead to agency problems. However, it could be improved through effective monitoring by concentrated shareholders (Berle & Means,
1932; Fama & Jensen, 1983; Jensen & Meckling, 1976; Shleifer & Vishny, 1997) counter the argument by saying that holding of shares
by managers can induce managers to help maximize firms performance and shareholders benefit.

In Turkey, Saking and Glingdr (2015) examined 271 companies listed on Istanbul Stock Exchange (ISE) in banking sectors during
the period 2004 to 2011, showed a positive relationship between ownership concentration and dividend payment. Institutional
shareholders are considered by their ability to control the management due to their big size of investments and their professional
approach to managing those investments (Lace, Bistrova, & Kozlovskis, 2013), so they become the leading player in determining
dividend policy (Al-Qahtani & Ajina, 2017). Different points of view were found in the previous research regarding the relationship
between institutional ownership and dividend policy. While on the other hand, Han, Lee, and Suk (1999) and Al-Najjar and Kilincarslan
(2016) revealed a negative relationship between institutional ownership and dividend payout due to their ability to effectively monitor the
firm's management, which in turn reduces the agency cost and the need for high dividend payouts. The results indicated a positive
relationship between dividend and institutional, managerial, and foreign ownership, and the negative relationship between dividend and
ownership concentration. The result also indicated that a large portion of the ownership is in the hand of the instructions and the board
of directors, and the ownership is not highly concentrated (Obaidat, 2018). Musallam and Lin (2019)'s showed that the presence of
foreign ownership pays higher dividends, while companies with state ownership pay lower dividends.
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Mossadak, Fontaine, and Khemakhem (2016) showed that institutional ownership did not show any significant relationship with
dividend policy. Al-Qahtani and Ajina (2017) study showed a positive relationship between managerial ownership and dividend. In Sri
Lanka, Kulathunga and Azeez (2016) examined listed companies in Colombo Stock Exchange (CSE) found a negative effect of
institutional and managerial ownership on the dividend; at the same time, the ownership concentration showed a positive effect. Like in
Pakistan, Sindhu, Hashmi, and Ul Haq (2016) analyzed the effect of ownership structure on a dividend payout ratio of 100 non-financial
companies listed on the Karachi Stock Exchange (KSE) for the period 2011 to 2015 showed the positive effect of institutional ownership
and dividend payout ratio. Ali, Mohamad, and Baharuddin (2018) found that ownership is positively and significantly related to dividend
payout decision. This finding is consistent with the view that dividend payout policy is a solution to reduce agency conflict between
managers and shareholders. Wei, Zhang, and Liu (2017) examined the effect of ownership concentration on dividend payout of
Malaysian publicly listed companies for the period 2005-2015. The results showed that ownership concentration was related to low
dividend payout. On family ownership, at the dispersed level from between zero to five percent is negatively linked to the dividend payout
and positively associated from the five to thirty-three percent level with dividend payout. Consistent with the existing literature such as
(Benjamin Samuel, Wasiuzzaman, Mokhtarinia, & Rezaie Nejad, 2016), the observed relationship between family share ownership and
dividend payout is stronger in companies with lesser total assets (size), minimal debt and small growth opportunities. Investment
decisions lend support to arguments that attributed higher agency costs as a result of family ownerships. Family ownership is seen to
have a significant positive relationship with dividends in Malaysia (Subramaniam, 2018). The finding has supported the reputational view
of dividends, mitigation of agency conflict, and dividends as the source of income for the family shareholders. However, family
shareholders controlling could still be relevant as high dividends were surely be paid to themselves; they owned the majority of the
shares.

4.0 Methodology

The review of literature required repeated searching of major online databases using consistent keywords such as ownership structure,
board composition, board characteristics, board gender diversity, dividend payout, and dividend policy. Fifty relevant journal articles
were analyzed through thematic analyses and alignment of the six keywords. The findings from these journals were repeatedly perused
for pertinent gaps that would allow for further investigations. In doing the literature review, one, the search criteria, and keywords were
identified. Two, electronic databases and internet searching. The databases used were Emerald Insight, ScienceDirect, Web of Science
(WOS), Scopus, Sage, and Google Scholar. One thousand papers were retrieved and screened. From there, 800 papers were not
relevant. Only 200 papers were critically examined. Fifty articles were used in the review paper.

5.0 Discussion

The Gender-diverse board may be more relevant and probably more desirable in companies with weak governance. It could be due to
the lack of law that regulates women's presentation on board, or it could be due to lack of awareness of the advantage of gender diverse
board or the industry is not suitable for a diverse gender environment. Nevertheless, through many results and movement to lift women,
research showed the presence of women change behavioral boardroom dynamics. In Malaysia so far, the government required public
listed companies to have women representation at the board level. Not just that, they do plan 30% of women in policymaking. Besides
that, female directors are receiving recognition probably because they are more vocal and better activists than male directors. The
statistics of women in corruption is less than men. The attendance rate of female directors is better than male directors, and from there
indirectly, they could encourage and improve male director's attendance frequency. The discussion within the board could have a new
perspective on the presence of women. Most studies suggest women on the board could be proper monitoring in the company; for
example, the part of board committees that are in charge of monitoring like audit, remuneration, nomination, risk management
committee. As part of goal number 5 in the Sustainable Development Goals (SDG), that is achieve gender equality and empower all
women and girls. Providing women and girls with equal access to education, health care, decent work, and representation in political
and economic decision-making processes will fuel sustainable economies and benefit societies and humanity at large. Implementing
new legal frameworks regarding women's equality in the workplace and the eradication of harmful practices targeted at women is crucial
to ending the gender-based discrimination prevalent in many countries around the world.

6.0 Conclusion & Recommendation

In this paper, the review of literature on the effect between board dichotomy on dividend payout and ownership structure n dividend
payout. The result of other's work is generalized, so it does require comparable studies to be conducted across different financial and
institutional settings. Also, it would be interesting to research the impact of board characteristics on dividend payout in different sectors.
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