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Abstract

The purpose of this study is to scrutinize the effect of various
determinants available as per literature on dividend payout ratio
of companies in India. The focus is on finding the answer to the
question “Has the dividend puzzle as stated by Black (1976) been
resolved yet?”This study uses techniques of factor analysis to
discover the relationship between key variables. In all, fifteen variables
have been taken to make the study more exhaustive. The study is
based on a sample of NIFTY companies listed on National Stock
Exchange for the period of 2003-2014. Results reveal that leverage
and profitability have strong bearing on dividend policy of selected
companies under study whereas liquidity, ownership and growth
do not show much impact on the dividends. It provides a
comprehensive framework that can be useful to companies, investors
and regulators of companies in India.
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Determinants of Dividend :
An Empirical Study

I. Introduction
THE FINANCIAL WORLD has yet to develop a model indicative of

the process by which corporations create an effective dividend policy.
Dividends are part of the profits that is paid to shareholders at some
specific time. This all depends upon the declared earnings of the
companies which are based on the recommendations given by it directors.
Thus, in the absence of any profits, dividends are not acknowledged. The
company pays the company tax and other statutory taxes to government
in case if the firm earns the profits. For any profit making organization,
paying taxes has become the prime responsibility. The levies, no doubt,
condense the profits available at the disposal of the organizations. The
profits are either to be maintained or dispersed as a dividend to
shareholders of the company. Modigliani and Miller (1961) theory has
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companies under study. Leverage was found to be negatively associated
with the dividend payouts whereas profitability is positively related with
the dividend decisions. Our study is based on the result drawn from all
the financial factors. There can be non financial factors like collaboration,
corporate governance, attitude and behavior of the shareholders and
management and some other that can influence the dividend policy
decisions of any company. The same can be study for the further analysis
and inference about the dividend policy decisions of the companies.
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