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RESEARCH

Does gender diversity on firm’s board affect 
dividend payouts? Evidence from India
Kalyani Mulchandani1, Ketan Mulchandani2 and Sahil Singh Jasrotia3*  

Abstract 

This study attempts to determine whether gender diversity on the firm’s board affects the dividend payout ratio 
concerning firms listed on Nifty 50 in India. Multiple regression analysis and the logit model have been employed. The 
dependent variable is the dividend payout policy of the firm, and the independent variable is gender diversity. The 
regression model incorporated control variables that have been popularly listed in the extant literature. The robust-
ness of the results has also been tested. It was found that there exists a positive association between the percentage 
of female directors and the dividend payout ratio. Results also found that there is a positive impact of the number of 
female directors on the dividend to total assets. This implies that gender diversity on board positively affects the pay-
out ratio of firms. This study is the first of its kind to investigate the association of gender diversity on the firm’s board 
and dividend payout ratio.
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Introduction
In the past, several researchers have noticed that 
corporate governance influences the dividend pay-
out ratio [6, 22]. Chen et  al. [12] conducted a study 
to assess corporate governance’s impact on dividend 
policy and found that gender diversity is not taken 
into account while studying corporate governance. 
Therefore, Chen et  al. [12] conducted research to fill 
this gap, but this study was conducted on US com-
panies’ sample firms. In India also, this topic has not 
gained much importance. Several studies have been 
conducted in the past which investigated the effect 
of board size [52], CEO duality [48], gender [44, 45] 
on the dividend policy of the firm. However, very few 
studies examine the effect of gender diversity of board 
on dividend payout. As per our knowledge, no such 
study was conducted only on Indian firms that exam-
ine the impact of female representation on board on 
dividend payout ratio. India is an emerging market, 

and the institutional setting is not the same as it was 
in earlier years. Regulators, at their level, are making 
an effort to protect the interest of shareholders. Thus, 
this study is undertaken to analyze the association of 
female proportion on board and dividend payout ratio 
in Indian context.

The quality of corporate governance has a major 
role in defining the firm’s dividend policy [2]. If a firm 
doesn’t pay dividends, these funds can be diverted to 
other projects where managers’ personal interest lies, 
which suggests that investors prefer dividends over 
retained earnings [55]. A study by Hiller and Shack-
elford [27] stated that managers may utilize a firm’s 
resources that benefit them rather than shareholders. 
The dividend policy also addresses the agency prob-
lem conflicts that exists between corporate insiders and 
shareholders outside [16]. Paying higher cash dividends 
to the shareholders reduces the amount of cash avail-
able to the firm, minimizing the agency problems [7]. 
This suggests that to minimize agency problems, man-
agers should pay higher cash dividends. Now, the query 
is why the managers would declare higher dividends 
when they tend to retain cash? So, this can be made 

Open Access

Future Business Journal

*Correspondence:  sahiljasrotia93@gmail.com
3 Marketing, Jaipuria Institute of Management, Indore, India
Full list of author information is available at the end of the article

http://orcid.org/0000-0002-6775-4486
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://crossmark.crossref.org/dialog/?doi=10.1186/s43093-021-00070-z&domain=pdf


Page 2 of 11Mulchandani et al. Futur Bus J            (2021) 7:25 

possible when the firm has people on board of varied 
characteristics in terms of gender, background, and 
experiences to influence the board decisions.

Many firms have realized that gender diversity boosts 
the performance of firms (Hindu Business Line, 2018). 
According to a survey conducted on 2400 global firms 
by Credit Suisse in 2012, firms with at least one-woman 
director on board have a higher net income growth 
and earned a higher return on equity than those firms 
that do not have woman directors on their board. The 
report also reported that firms with at least one-woman 
director on board have a higher price/book value ratio, 
better average growth, and lower gearing.

According to a study conducted in 2016 by global 
recruitment firm myhiringclub.com and job por-
tal, India, with a rank of 26th, has only 6.9 percent of 
women directors. Norway has 40.1 percent of women 
directors on their board followed by Sweden with 29.3 
percent. This percent in India has gone up to 15% till 
January 2018 which shows a sway in this. Globally, the 
average age of woman directors is less than the average 
age of male directors on board, whereas, in India, this 
difference is higher than in global firms.

As per the Indian Boards Database covering 1819 
NSE listed companies, 73 firms are yet to induct women 
directors on board. In the remaining firms, only 2347 
directorship positions are held by women out of 13,910 
total directorship positions, which is 16.87%. Female 
presence across these companies is 1903 on 11,294 
individuals, which is almost equal to 17%. However, 
this number of female directors is expected to increase, 
because as per the Companies Act 2013 of India, it is 
compulsory to appoint at least one-woman director on 
the board if the company is listed on the stock exchange 
or if the paid-up capital of a company is more than one 
hundred crore rupees. In April 2014, SEBI also issued a 
mandate for listed firms to appoint at least one female 
director on board by March 2015 (Economic Times, 
2016). After that date was extended to June 2015, fail-
ure to comply with this norm will attract financial 
penalties. Still, many firms are yet to induct female 
directors on board. The female director on board gives 
innovative ideas [53] and gives a different perspective 
[54].

To analyze the association of female representation on 
board and dividend payout, the logit model is used for 
estimation when the dependent variable is binary, and in 
the rest of the models, multiple regression analysis is per-
formed. The results of the study indicate that the com-
position of BOD affects the dividend payout ratio. Firms 
with a higher percentage of female directors on board are 
inclined toward paying higher dividends against the ones 
with lesser female directors on board.

Institutional setting
SEBI in India has made it mandatory to form a divi-
dend distribution policy for the top 500 listed firms. This 
policy will benefit the investor in knowing a clearer pic-
ture of utilizing a firm’s profits (Economic Times, 2016). 
Regulators are making efforts to protect the interests of 
shareholders by inculcating amendments.

Gallego‐Alvarez et  al. [19] bring out that a matter of 
corporate governance is not generalized across various 
countries but needs to be examined considering indi-
vidual countries’ points of view as they differ on various 
parameters legal, economic, and financial. Dividend Dis-
tribution Tax was introduced in India in the Finance Act 
1997, and later on, the government made certain amend-
ments in the way it is levied. The inflation rate and the 
fiscal deficit have decreased in the past few years. Adding 
to this, India’s speedy economic growth and development 
may make this USD 5 trillion economy in the coming five 
years (Hindu Business Line, 2019). It is mandatory to 
have a woman director on board in India if it is a listed 
firm or if its paid-up capital is Rs.100 crore or more, or 
if the firm’s turnover is Rs.300 crore or more. As per the 
Listing Regulations, the top 500 listed firms must appoint 
at least one female independent by April 1, 2019, and this 
deadline is extended to April 1, 2020, for the top 1000 
firms. To ensure this, listed firms are required to make 
quarterly disclosure of the gender of the board mem-
bers to the stock exchange. India has observed a drastic 
change in the dividend-paying behavior of firms. This can 
be said as the remarkable decline is present in the per-
centage of companies paying a dividend. It has declined 
to approx. 65 percentages in 2013 from approx. 81 per-
centages in 1995 [31].

Dividend payouts and gender diversity
Earlier studies have reported that a female’s presence 
on board makes a firm socially responsible [33]. Past 
studies indicate that firms with larger percentage of 
women presence on board have a better reputation 
[40, 46]. Terjesen et  al. [51] reported that the female 
proportion on board has a direct impact on the firm’s 
value. Various researches have also been conducted 
determining the association between female pres-
ence on board and governance issues. A higher num-
ber of women on board have a higher level of public 
disclosure [4], better supervision of managers [17], 
higher earnings quality [10], promote informed deci-
sions [50]. According to Lara et al. [34], female direc-
tors display more independent thinking and raise the 
monitoring process. Solimene et  al. [47] also proved 
that females on board have lesser attendance prob-
lems as compare to their counterparts. Additionally, 
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males’ attendance behavior on board also improves 
when a higher proportion of female representation is 
there. Together, the results indicate that boards hav-
ing gender diversity have a higher possibility of mak-
ing rational decisions and minimizes agency problems 
by protecting shareholders’ interest and eventually 
set higher DPR (dividend payout ratio). Therefore, to 
safeguard shareholders’ interest, regulations in many 
countries (Belgium, France, Germany, Iceland, India, 
Israel, Italy, Norway, and Spain) have made it com-
pulsory to have gender diversity on board for public 
listed firms [37].

A study by Pucheta-Martínez and Bel-Oms [44] has 
found a positive relationship between dividend pay-
out and the proportion of woman directors on board. 
The study also found no effect of female independent 
executive directors on dividend payout while there is 
a negative impact found of female institutional direc-
tors on dividend payout. On the other hand, Saeed and 
Sameer [45] found that in emerging economies like 
India, China, and Russia, gender diversity on firm’s 
board has a negative relation with cash dividend pay-
ments. This signifies that there are mixed results.

Gyapong et  al. [24] concluded that the gender of 
the BOD is negatively correlated with dividend pay-
out. Pucheta-Martínez and Bel-Oms [44] conducted 
a study on Spanish firms found that gender diversity 
on boards positively affects dividend payout of firm. 
Similar results are obtained by Byoun [9] in his study 
conducted on US firms. Pahi and Yadav [42] also found 
a significant positive association between DPR (divi-
dend payout ratio) and gender diversity on board of 
S & P 500 firms. A study by Campbell and Vera [11] 
also reflected that US firms with a higher proportion 
of female directors onboard display lower agency cost 
and distribute higher dividends. Raising corporate 
governance and creating board more diversified uplifts 
dividend payments and increases payout ratio [3]. 
Chen et  al. [12] conducted a study on firms listed in 
the U.S. and found that firms pay larger dividends with 
more female independent directors.

Gender Diversity is important for corporate level 
outcomes as women act diligently are risk averse and 
are more careful while taking decisions for a firm [39]. 
Other studies have also indicated that female rep-
resentation on board strengthen corporate govern-
ance which leads to increased transparency and also 
enhances confidence of stakeholders [18]. Based on 
the above literature, the following hypothesis can be 
formed:

Hypothesis 1 Gender diversity on board positively 
affects dividend payout ratio.

Methods
Data are extracted from Bloomberg Professional 
Account, CMIE Prowess, and the company’s annual 
report for 10 years from the year 2010 to year 2019. Firms 
listed on Nifty 50 are taken into consideration which 
makes a total of 500 firm-year observations. Measure-
ment of dependent, independent, and control variables is 
given in Table 1. Logit model is used for estimation when 
the dependent variable is binary, and in the rest of the 
models, multiple regression analysis is performed.

Dependent variable: Following [12], three measures of 
dividends are taken:

(a) dividends, whether the firm is paying a dividend or 
not (b) dividend payout ratio, which is measured by cash 
dividends/net income and (c) dividends over total assets 
which is measured as cash dividends over total assets.

DIV: Dummy variable one if the firm pays dividends, 
otherwise 0.
DPR: Dividend payout ratio i.e., Dividends/Earnings.
DPRTA: Dividends Paid to Total Assets.

Independent Variable: The Independent Variable con-
sidered for the study is Gender Diversity, and following 
variables are taken for measuring gender diversity.

DIRF: Female directors on board.
DIRFPER: Percentage of female directors on board.
DIRFLN: Natural Log of female directors on board 
plus one.
FD1: Dummy variable 1 if at least one female direc-
tor is on board, otherwise 0.
FD3: Dummy variable 3 if at least three female direc-
tors are on board, otherwise 0.

The following study by Gul et  al. [23], proxy for gen-
der diversity on board is considered. Adding to it, two 
dummy variables are added which are FD1 and FD3. Zal-
ata et al. [56] suggests that one is a mere representation, 
two indicates the presence and, three is a voice.

Control variables
Natural Logarithm of total assets (TALOG): Firm size 
is measured by determining the natural log of total 
assets. Many previous studies [14, 55] have found a 
positive association between the firm’s payout of earn-
ings and size. The reason for obtaining a positive rela-
tionship is that large firms may have higher earnings 
than small-sized firms, suggesting that big-sized firms 
have more potential to pay dividends. Another reason 
can be, Distribution of profits is one of the ways to 
minimize agency conflicts; therefore, large-size firms 
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may adopt this mechanism to handle agency problems 
[25].

Financial Leverage (FINLEV): Financial Leverage is 
measured as total debts to total assets. Literature shows 
that firms with high financial leverage pay smaller divi-
dends [32, 36]. Highly leveraged firms are subject to close 
monitoring from lenders and creditors, and also cost of 
raising finance from outside is high. That is why high 
leveraged firms are inclined to pay lesser dividends and 
retain high profits. Therefore, the association of financial 
leverage and payout ratio is negative.

TobinsQ and MB Ratio: MB is the ratio of market to 
book value of equity. Lai et al.35] found that the MB ratio 
is negatively associated with dividend payments for active 
Egyptian firms, and vice-versa results were obtained for 
non-active firms. Contrary to this, a study conducted by 
He and Wintoki [26] on US firms found a positive asso-
ciation of MB on dividend payments. Results are assorted 
in this context.

ROA: ROA denotes return on assets which is meas-
ured as net income to total assets [49]. This is a meas-
ure of profitability. Profitability is expected to affect the 
payout ratio positively. Firms are less inclined to increase 

dividends unless the firm’s earnings increase. Many stud-
ies show that the payout ratio and profitability are posi-
tively related [1, 5].

Retained Earnings to Total Common Equity (RETE): 
Firms that are profitable and not having investment 
opportunities are more likely to distribute profits to 
shareholders. Contrary to this, firms at a growing stage 
in their life cycle may not prefer to pay dividends. This 
is consistent with the results obtained from the study 
of Kim and Kim [30, in their study suggested that firms 
having a lower ratio of RETE are the ones that are plan-
ning to increase their asset/investments, thereby hav-
ing a lower ratio of RETE. In contrast, a higher ratio is 
obtained for firms in the maturity phase and not having 
expansion opportunities. It is expected to have a positive 
association with RETE and dividends.

Cash: This indicates cash holdings of a firm, which 
includes cash balance, bank balance, and short term 
financial investments. Total assets deflate this. Paying 
dividends will reduce the balance of cash holdings, which 
may prevent management from misusing the funds. 
Therefore, investors prefer receiving dividends. This also 
minimizes agency conflicts. Previous research [20, 21] 

Table 1 Variables description

Variable Proxy

Panel A: Dividend proxy

DIV One if dividend is paid by firm, else zero

DPR Dividends Paid/Net Income

DPRTA Dividends Paid/Total Assets

PASTDIV One if firm has paid dividend in last year and current year, else zero

DPRINC One is dividend payout ratio has increased from last year, else zero

DPRTAINC One if ratio of Dividends Paid/Total Assets has increased from last year, else zero

Panel B: Gender diversity proxy

DIRF Number of Female Directors on the board

DIRFLN Natural Log of female directors on board plus one

DIRFPER Percentage of female directors to total directors on board

FD1 One if minimum one female director is on board, else zero

FD3 One if minimum three female director is on board, else zero

Panel C: Other variables

TALOG Natural logarithm of total assets

FINLEV Financial leverage measured by total debts/total assets

TOBINSQ Tobin’s Q measured by (total assets-book value of equity + market value of 
equity)/total assets

ROA Net income/total assets

RETE retained earnings/total common equity

CASHHOL Cash holdings measured by (cash + current investment)/total assets

MARTOBOOK Market-to-book: natural logarithm of total market value/total assets

LOGDIR Logarithm of the total number of board directors

LOGINDIRBS Logarithm of the number of independent directors divided by board size
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also indicates that managers’ actions can be controlled 
by distributing excess cash of a firm either as paying divi-
dends or share repurchase. This is consistent with the 
results obtained from the study of Li et  al. [35]. On the 
contrary, Dogru [15] suggested that firms with expansion 
plans can also hold a large amount of cash and need not 
pay dividends. This implies that results are mixed about 
the association of cash and dividend payout.

Log of Total Number of Board Directors(LOGDIR) and 
Log of the number of independent directors divided by 
board size(LOGINDIRBS): Agency theory suggests that 
board size shall be kept small for efficient functioning 
[43]. On the other hand, resource dependence theory 
proposes a bigger board size for more deliberations and 
better decision-making [41]. That is why two variables are 
added: board size and percentage of independent direc-
tors on board to record the impact of independent board 
members and the standard of corporate governance [12].

Results and discussion
Looking at Table 2, this can be inferred that most of the 
firms in India pay a dividend.

Out of 500 firm’s yearly observations, 476 are divi-
dend-paying firms, and 24 are non-dividend-paying 
firms. Also, on average, 40% of earnings are paid out as 
dividends, and skewness is also present in DIVEARN. On 
average, 4% of total assets are paid out as cash dividends, 
and a skewness value of 5.934258 indicates that data are 

highly asymmetric. It is surprising to see that the average 
number of female directors on board is around 1. In per-
centage terms, only 6.7% of directors are female, which 
is meager. Most of the variables are skewed, either posi-
tively or negatively, so data are asymmetric.

Table  3 shows that there is no statistically significant 
difference in the means of dividend-paying and non-div-
idend-paying firms in the dependent variable and inde-
pendent variable except FD1. The difference in mean of 
control variable: log of total assets, financial leverage, 
return on assets, cash holding, and retained earnings to 
total equity are statistically significant.

Model for Testing Impact of Board Gender Diversity 
and Dividend Payout Policy.

Panel 1 (A)

(1)

DIV = β0 + β1LOGDIRit + β2LOGINDIRBSit

+ β3TALOGit + β4FINLEVit

+β5MARTOBOOKit + β6ROAit

+ β7RETEit + β8CASHHOLit

+ β9TOBINSQit + et

(2)

DIV = β0 + β1DIRFit + β2LOGDIRit

+ β3LOGINDIRBSit

+ β4TALOGit + β5FINLEVit

+ β6MARTOBOOKit + β7ROAit

+ β8RETEit + β9CASHHOLit

+ β10TOBINSQit + et

Table 2 Descriptive statistics

Variable Mean Median SD Skewness

DIV 1 1 0.21398  − 4.24165

DIVEARN 0.393634 0.254969 0.910766 12.38541

DIVTA 0.041631 0.01514 0.082016 5.934258

PASTDIV 0.153846 0 0.375534 2.178717

DPRINC 0.375 0 0.5 0.571429

DPRTAINC 0.277778 0 0.460889 1.084861

DIRF 1.204792 1 0.961737 0.91812

DIRFLN 1.031682 1 0.671806  − 0.06407

DIRFPER 0.067627 0.0833 0.050338 0.127579

FD1 0.986486 1 0.11572  − 8.4844

FD3 0.084 0 0.277666 3.008444

TALOG 12.94599 12.94507 1.57865 0.081538

FINLEV 0.890007 0.399066 3.152512 7.09032

TOBINSQ 1.36919 1.342467 0.88789 0.337879

ROA 0.099629 0.070839 0.101888 2.16955

RETE 0.790593 0.853554 0.200317  − 0.8091

CASHHOL 0.121878 0.036324 0.493102 10.64047

MARTOBOOK 3.602232 2.116184 4.408416 5.198927

LOGDIR 1.052306 1.079181 0.115394  − 0.27845

LOGINDIRBS 0.284269 0.273028 0.118359 1.184883

Table 3 Mean difference test

***, **, *Significance at 1%, 5% and 10%

Variables DIV = 1 Mean DIV = 0 Mean Diff

DIRF 476 1.197706 24 1.345317  − 0.1476104

DIRFLN 476 1.023684 24 1.190302  − 0.1666176

DIRFPER 476 0.07 24 0.08  − 0.008

FD1 476 0.77 24 0.96 *** − 0.185

FD3 476 0.278 24 0.282 0.001

TALOG 476 12.91693 24 13.522263 * − 0.6053333

FINLEV 476 0.912658 24 0.440755 ***.4719026

TOBINSQ 476 1.379904 24 1.156699 0.2232053

ROA 476 0.101909 24 0.054409 **.0475003

RETE 476 0.798539 24 0.632996 ***.1655434

CASHHOL 476 0.126415 24 0.031907 ***.0945075

MARTOBOOK 476 3.62946 24 3.062214 0.5672464

LOGDIR 476 1.054089 24 1.016943 0.0371468

LOGINDIRBS 476 0.284535 24 0.278999 0.0055356
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Logit regression analysis is performed for Panel 1(A). The 
number of female directors on board and the percentage 
of female directors on board are positively impacting DIV. 
DIRFPER has a co-efficient of (2.795) which is statistically 
significant at 5%. It is estimated that firms with a higher per-
centage of female directors do not prefer paying dividends. In 
the Indian context, it is observed that larger firms have nega-
tive co-efficient, which suggests that firms with a higher asset 
base prefer not paying dividends. This is contrary to the results 
obtained by Jiraporn et al. [29], in their study, it was found that 
larger firms are more likely to pay dividends. Results also sug-
gest that independent directors are in favor of paying out divi-
dends to shareholders. The reason for independent directors 
preferring to pay dividends can be attributed to minimizing 
the agency conflicts. It is important to note that FD1 is not a 
significant variable, suggesting that one female director on 
board acts only as a representative. This was also opined by De 
Cabo et al. [13]. Results are consistent with the study of Huang 
and Paul [28] in context to CASHHOL. Firms holding high 
cash had paid dividends. To add, firms that have a high ratio of 
RETE are prone to paying dividends.

Model for Testing Impact of Board Gender Diversity 
and Dividend Payout Policy.

Panel 1 (B)

(3)

DIV = β0 + β1DIRFPERit + β2LOGDIRit

+β3LOGINDIRBSit+β4TALOGit + β5FINLEVit

+ β6MARTOBOOKit + β7ROAit + β8RETEit

+ β9CASHHOLit + β10TOBINSQit + et

(4)

DIV = β0 + β1FD1it + β2LOGDIRit+β3LOGINDIRBSit

+β4TALOGit + β5FINLEVit + β6MARTOBOOKit

+ β7ROAit + β8RETEit + β9CASHHOLit

+ β10TOBINSQit + et

(5)

DIVEARN = β0 + β1LOGDIRit + β2LOGINDIRBSit

+ β3TALOGit + β4FINLEVit

+ β5MARTOBOOKit + β6ROAit

+ β7RETEit + β8CASHHOLit

+ β9TOBINSQit + et

(6)

DIVEARN = β0 + β1DIRFit + β2LOGDIRit

+β3LOGINDIRBSit + β4TALOGit

+ β5FINLEVit+β6MARTOBOOKit

+ β7ROAit + β8RETEit + β9CASHHOLit

+ β10TOBINSQit + et

In Panel 1(b), the estimated coefficient is positive for 
female directors and the percentage of female directors 
on board. This co-efficient is also significant at 5% and 1%, 
respectively. The dividend payout ratio and percentage of 
female directors on board are positively associated. This is 
inconsistent with Chen et al. [12] results, where they con-
ducted a study in Chinese institutional settings, whereas 
in the Indian context, results are contrary. Like the output 
of 1(A), FD is not a significant variable, restating Kristie’s 
result, 2011. Return on Assets is significant in 1(b)-(i) and 
1(b)-(ii), and it is an insignificant variable when the per-
centage of female directors is considered in panel 1(b)-(iii) 
and FD1 in panel 1(b)-iv.

Model for Testing Impact of Board Gender Diversity and 
Dividend Payout Policy.

Panel 1 (C)

(7)

DIVEARN = β0 + β1DIRFPERit + β2LOGDIRit

+β3LOGINDIRBSit + β4TALOGit

+ β5FINLEVit + β6MARTOBOOKit

+ β7ROAit+β8RETEit

+ β9CASHHOLit + β10TOBINSQit + et

(8)

DIVEARN = β0 + β1FD1it + β2LOGDIRit

+ β3LOGINDIRBSit + β4TALOGit

+ β5FINLEVit

+ β6MARTOBOOKit + β7ROAit

+ β8RETEit

+ β9CASHHOLit + β10TOBINSQit + et

(9)

DIVTA = β0 + β1DIRFit + β2LOGDIRit

+ β3LOGINDIRBSit + β4TALOGit + β5FINLEVit

+β6MARTOBOOKit + β7ROAit + β8RETEit

+ β9CASHHOLit + β10TOBINSQit + et

(10)

DIVTA = β0 + β1DIRFit + β2LOGDIRit

+β3LOGINDIRBSit + β4TALOGit + β5FINLEVit

+β6MARTOBOOKit + β7ROAit + β8RETEit

+ β9CASHHOLit + β10TOBINSQit + et

(11)

DIVTA = β0 + β1DIRFPERit + β2LOGDIRit

+ β3LOGINDIRBSit + β4TALOGit + β5FINLEVit

+ β6MARTOBOOKit + β7ROAit + β8RETEit

+ β9CASHHOLit + β10TOBINSQit + et

(12)

DIVTA = β0 + β1FD1it + β2LOGDIRit

+ β3LOGINDIRBSit+β4TALOGit + β5FINLEVit

+ β6MARTOBOOKit + β7ROAit + β8RETEit

+ β9CASHHOLit + β10TOBINSQit + et
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Table 4 Board gender diversity and dividend payout policy

***, **, *Significance at 1%, 5% and 10%

Panel 1(A) DIV DIV DIV DIV

DIRF  − 0.191

DIRFPER (2.795)**

FD1  − 1.92

LOGDIR 3.861* 4.402* 3.894* 4.654

LOGINDIRBS 0.109** 0.133** 0.156** 0.174

TALOG (0.41)** (0.376)* (0.356)*  − 0.273

FINLEV 0.13 0.095 0.114 0.184

MARTOBOOK 0.189 0.176 0.171 0.17

ROA  − 1.198  − 0.41  − 0.03 0.135

RETE 3.332*** 3.185*** 3.105*** 3.138

CASHHOL 14.522** 13.757** 13.446** 12.146

TobinsQ  − 0.104  − 0.1  − 0.096  − 0.073

Psuedo R-Square 0.175 0.178 0.18 0.205

Panel 1(B) DIVEARN DIVEARN DIVEARN DIVEARN

DIRF (0.018)**

DIRFPER (.642)***

FD1 0.013

LOGDIR  − 0.013  − 0.151  − 0.111  − 0.112

LOGINDIRBS 0.042 0.334 0.339 0.331

TALOG 0.094 0.053 0.052 0.053

FINLEV 0.05 0.014 0.013 0.014

MARTOBOOK 0.059 0.002 0.002** 0

ROA 0.128** 1.12** 1.114 1.14

RETE 0.017 0.085 0.085 0.077

CASHHOL  − 0.057  − 0.099  − 0.096  − 0.103

TobinsQ 0 0.011 0.011 0.012

Adjusted R-Square 0.003 0.001 0.001 0.001

Panel 1(C) DIVTA DIVTA DIVTA DIVTA

DIRF (0.004*)

DIRFPER (0.663)**

FD1  − 0.004

LOGDIR  − 0.005 0.007  − 0.002  − 0.002

LOGINDIRBS 0.037** 0.035* 0.034* 0.035*

TALOG 0.007*** 0.007*** 0.008*** 0.007***

FINLEV 0.001 0.001 0.001 0.001

MARTOBOOK 0.005 0.004 0.004 0.005

ROA 0.669*** 0.674*** 0.676*** 0.669***

RETE (0.042)*** (0.044)*** (0.044)*** (0.042)***

CASHHOL  − 0.002  − 0.004  − 0.004  − 0.003

TobinsQ 0.001* 0.002* 0.002** 0.002*

Adjusted R-Square 0.663 0.665 0.666 0.663
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Referring to Table 4, the output of panel 1(c) also shows 
the positive impact of the number of female directors on 
the dividend to total assets. The co-efficient is (0.004) 
which is significant at 10%. The percentage of female 
directors is also a statistically significant variable. The 
control variable which is positive and significant is the 
percentage of independent directors, size of the firm, 
and return on assets, whereas retained earnings to total 
equity have a significant negative coefficient (Table 5).

Robustness check of Model 1.

Panel 2 (A)

(13)

DIV = β0 + β1DIRFLNit + β2TALOGit

+ β3FINLEVit+β4MARTOBOOKit + β5ROAit

+ β6RETEit + β7CASHHOLit + β8TOBINSQit + et

(14)

DIV = β0 + β1FD3it + β2TALOGit

+ β3FINLEVit + β4MARTOBOOKit + β5ROAit

+ β6RETEit + β7CASHHOLit + β8TOBINSQit + et

Table 5 Alternative board gender diversity index and dividend payout policy

***, **, *Significance at 1%, 5% and 10%

Panel 2(A) DIV DIV

DIRFLN (0.208)*

FD3 (0.338)**

TALOG  − 0.256  − 0.303

FINLEV 0.036 0.09

MARTOBOOK 0.228 0.245

ROA  − 0.289  − 1.095

RETE 3.48*** 3.58***

CASHHOL 13.506** 14.333**

TobinsQ (0.108)* (0.112)*

Adjusted R-Square 0.158 0.157

Panel 2(B) DIVEARN DIVEARN

DIRFLN (0.028)**

FD3 (0.045)**

TALOG 0.053 0.057*

FINLEV 0.014 0.015

MARTOBOOK 0.001**  − 0.001

ROA 1.106 1.146**

RETE 0.105 0.098

CASHHOL  − 0.097  − 0.104

TobinsQ 0.012 0.012

Adjusted R − Square 0.004 0.003

Panel 2(C) DIVTA DIVTA

DIRFLN (0.006)*

FD3 (0.001)***

TALOG 0.008*** 0.007***

FINLEV 0.001 0.001

MARTOBOOK 0.005 0.005

ROA 0.673*** 0.668***

RETE (0.039)*** (0.039)***

CASHHOL  − 0.003  − 0.001

TobinsQ 0.002* 0.001*

Adjusted R-Square 0.663 0.661
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Panel 2 (B)

Panel 2 (C)

To check the robustness of results of panel 1, alterna-
tive gender diversity measures are considered in panel 2 
to examine the impact of gender diversity on dividend 
payout ratio, dividend to total assets and also to inves-
tigate that whether alternate gender diversity impacts 
the board’s decision to pay or not to pay dividends. De 
Cabo et al. [13] opined that one is just representation and 
three has a voice; that is why FD3 is included in panel 2 to 
examine the impact of three or more female directors on 
the dividend. The results are consistent with the output 
of Panel 1. FD1 is not a significant predictor in panel 1, 
whereas in panel 2 FD3 is a significant predictor.

Conclusion
India, being an emerging economy, differs in terms of 
institutional settings from other developed nations, and 
due to India’s growth opportunities, world economies are 
looking toward India as a nation of investment opportu-
nities. Regulators in India are making major amendments 
in Legislations to include women representation on the 
boards, and dividend payout is an area that has not been 
given much attention by the scholars, especially from the 
Indian perspective. Thus, this study is first of its kind is 
novel in its approach and will help future researchers. In 
this study, an attempt is made to determine the impact 
of gender diversity on the board on dividend payouts. 
Researches in this area are scant, and that too focus is on 
developed countries. This study extends the research line 
and shows the negative impact of the diverse board on the 

(15)
DIVEARN = β0 + β1DIRFLNit + β2TALOGit

+ β3FINLEVit+β4MARTOBOOKit + β5ROAit

+ β6RETEit + β7CASHHOLit + β8TOBINSQit + et

(16)
DIVEARN = β0 + β1FD3it + β2TALOGit

+ β3FINLEVit + β4MARTOBOOKit + β5ROAit

+ β6RETEit + β7CASHHOLit + β8TOBINSQit + et

(17)
DIVTA = β0 + β1DIRFLNit + β2TALOGit

+ β3FINLEVit + β4MARTOBOOKit + β5ROAit

+ β6RETEit + β7CASHHOLit + β8TOBINSQit + et

(18)
DIVTA = β0 + β1FD3it + β2TALOGit

+ β3FINLEVit + β4MARTOBOOKit + β5ROAit

+ β6RETEit + β7CASHHOLit + β8TOBINSQit + et

payout ratio. In recent times, it is evidenced that num-
ber of female directors is increasing. This study has two 
considerations: (1) many companies are now very much 
adhering to corporate governance norms and (2) the issue 
of gender diversity on board is gaining importance world-
wide. It has policy implications also. Policymakers should 
provide an equal platform for female senior professionals 
for their career development. Gender diverse boards may 
provide a different perspective on various issues. Based on 
this study, the board with a higher proportion of female 
directors provide a higher payout ratio. It appears that the 
business environment in India pushes the board member 
to endorse aggressive policies in context to the dividend.

Furthermore, results also indicate that the board of 
weak institutional setting country does not adopt divi-
dend as a tool for minimizing agency conflicts. The 
study’s findings complement previous research that has 
shown that a higher dividend is paid by the board, which 
is diverse in terms of gender [44]. A study by Botelho and 
Abraham [8] suggests that financial education is one of 
the parameters that are considered to minimize gender-
based risk aversion. This could not be considered in the 
study due to the lack of data on directors’ financial edu-
cation. In the future, this can be interesting to account 
for this variable and examine how the financial education 
of directors affects the dividend payout ratio.



Page 10 of 11Mulchandani et al. Futur Bus J            (2021) 7:25 

Implications and limitations
Our study contributes to the theory on board diversity and 
dividend payout ratio by providing new understandings into 
the relationship of female representation on boards and the 
profit which is distributed to the shareholders. Historically, 
India has been a nation witnessing lower female directors 
on board; therefore, the government had to take measures 
to put a quota system for promoting female representation 
on board which indicated positive association with the per-
centage of profits distributed to the shareholders. There is a 
“bird in the hand argument,” which implies that sharehold-
ers prefer to take certain cash flows in the form of dividends 
rather than uncertain capital gains. So, from the perspective 
of shareholders, gender diversity will be a favorable factor. 
The study results exhibit the importance of gender diver-
sity on boards to the policymakers of the country as Indian 
regulators are taking various measures to promote gender 
diversity. The results of the study indicate that the composi-
tion of BOD affects the dividend payout ratio. Firms, where 
the female concentration is more on board, are inclined 
toward paying higher dividends against the ones with lesser 
female directors on board. Also, the results are checked for 
robustness. The robustness of the results has been tested by 
employing alternate gender diversity measures. This study 
will contribute to the growing literature on gender diversity 
in the area of corporate governance. The results would also 
be useful to the regulators, top management of firms, bro-
kers, analysts, and investors of the company. Regulators can 
also assess whether promoting gender diversity on board 
impacts the firm’s dividend payout ratio. In the research 
work of gender diversity, there always exist issues of endoge-
neity [38] so, this study can be extended by applying econo-
metric models to address endogeneity issues.
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