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The impact of corporate governance on the dividend distribution policy of multinational and domestic enterprises

INTRODUCTION

Dividend distribution policy is one of the most important
corporate decisions. Its consistency can attract investors
seeking reliable returns and help mitigate agency con-
flicts between owners and managers. The literature on
this topic has primarily focused on the traditional deter-
minants of dividend policy, such as ownership structure,
profitability, free cash flow, company life cycle, and cor-
porate governance mechanisms (Bahreini & Adaogly,
2018; Dewasiri et al, 2019; Wu et al, 2020). These fac-
tors are indeed essential for understanding how compa-
nies balance retaining earmings and distributing profits.
However, the literature reveals gaps in understanding
other equally relevant aspects in global markets. One
such gap is the analysis of differences in dividend dis-
tribution policies between multinational enterprises
(MNEs) and domestic enterprises (DEs) (Aknhtar, 2018a,
2018b; Ghadhab, 2023).

MNEs tend to have more complex dividend policies
than DEs due to their greater exposure to political risk
and their access to financing across multiple markets.
While MNEs benefit from geographic and industrial di-
versification that helps them mitigate certain risks, this
characteristic also exposes them to specific challenges
such as exchange rate volatility, differing tax regimes,
and varying levels of regulatory risk (Allen & Pantzalis,
1996; Akhtar, 2018a; Michel & Shaked, 1986). These fac-
tors often lead MNEs to retain eamings to preserve fi-
nancial flexibility, resulting in a less generous dividend
policy compared to DEs, which typically operate within
a single national market and face fewer uncertainties.

Corporate governance, including the composition
of the board of directors and executive compensation
policies, also plays a critical role in shaping dividend pol-
icy. For MNEs, whose operations are more complex and
risk-laden, strong governance mechanisms can help
align managerial interests with those of shareholders by
promoting investor-friendly practices, including deci-
sions about dividend payouts. Empirical studies suggest
that executives with equity-based variable compensa-
tion may be less inclined to distribute dividends, opting
instead to retain profits to increase firm value and there-
by enhance their own compensation (Jensen, 1986).
However, when dividends are viewed as a direct re-
turn for both shareholders and managers, equity-based
compensation can also incentivize dividend distribution,
aligning the interests of both parties (Ding et al, 2020;
Trinh et al, 2020; Yet et al, 2019).

Given these dynamics, it is important to examine how
MNEs and DEs adjust their dividend policies in response
to internal and external factors, such as corporate gover-
nance mechanisms and political risk. This study also in-
vestigates the effect of executive variable compensation

on dividend decisions, identifying differences between
companies with and without international operations.
Understanding these nuances can inform investors and
policymakers in fostering a corporate environment that
supports effective dividend policies, whether to attract
foreign investment or protect shareholder interests.

This study distinguishes itself by analyzing whether
the determinants of dividend distribution differ between
MNEs and DEs. A further contribution is the evaluation
of corporate governance mechanisms as moderators in
this relationship. To that end, the study analyzes a sam-
ple of publicly traded companies from countries identi-
fled as OECD key partners (Brazil, China, India, Indonesia,
and South Africa) from 2008 to 2019, using the Capital
IQ database. The hypotheses are tested using logit and
tobit models, with additional verification through mul-
tilevel robustness tests (hierarchical linear modeling —
HLM). One of the key findings is that MNEs distribute
fewer dividends than DEs. However, the adoption of
corporate governance mechanisms reverses this trend,
highlighting their moderating role in dividend policy.

LITERATURE REVIEW

Among the main theories that seek to explain dividend
policy, the following stand out: the dividend irrelevance
theory (Miller & Modigliani, 1961), the bird-in-hand theo-
ry (Gordon, 1963; Lintner, 1962), and the signaling theo-
ry (Spence, 1973). According to the dividend irrelevance
theory, Miller and Modigliani (1961) argue that dividend
distribution policy is irrelevant to investors, based on the
assumption of a perfect market. In this context, a com-
pany’s value relies solely on the cash flows generated by
its assets and the associated economic risk. Therefore,
the way these flows are allocated, whether as dividends
or retained earnings, does not affect the firm's value
creation.

In contrast, Lintner (1962) and Gordon (1963) assert
that dividends are indeed relevant. Their perspective,
known as the bird-in-hand theory, suggests that inves-
tors prefer to receive dividends sooner rather than later,
as this reduces uncertainty regarding their return and in-
creases the stock price. According to this view, investors
favor immediate returns in dividends over the potential
future appreciation of share prices in the capital market.

The signaling theory, introduced by Spence (1973),
challenges the notion of a perfect market in which all
participants have equal access to information. In the
context of financial markets, this theory has been ap-
plied to explain behaviors such as dividend payments
and capital gains, suggesting that these actions serve as
signals to investors about a company’s future prospects
or financial health.
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Dividend distribution policy in domestic

and multinational enterprises

While the determinants of dividend distribution have
received considerable attention in academic literature,
there is still a lack of studies specifically focused on un-
derstanding the factors that differentiate MNEs from
DEs in this corporate decision (Akhtar, 2018a, 2018b;
Chadhab, 2023). Moreover, the limited empirical stud-
les on this topic often present conflicting results. Fama
and French (2001) and Denis and Osobov (2008), for
instance, find that MNEs tend to distribute more profits
than DEs due to their greater profitability, larger size, and
more abundant investment opportunities (Ghose et al,
2022; Hussain & Akbar, 2022).

Conversely, Huang et al. (2015) and Akntar (2018a,
2018b) report that MNEs distribute fewer dividends than
DEs. According to the authors, MNEs are more exposed
to political risks and uncertainties regarding future cash
flow generation. Another important factor is the statu-
tory tax rate in different countries: if a subsidiary oper-
ates in a country with a lower tax rate, the parent MNE's
payout ratio in its home country tends to be lower.
Additionally, MNEs often maintain a more consistent
dividend distribution policy over time compared to DEs,
which may also lead them to distribute fewer dividends
(Pieloch-Babiarz, 2020).

Im (2021) demonstrates that MNEs differ from DEs
across several dimensions. MNEs typically have more
assets, employ more workers, and exhibit higher pro-
ductivity, profitability, and market value. They also tend
to pay higher salaries, show greater innovation, and use
more capital per capita than DEs. As a result, MNEs are
more likely to retain operating cash flow, which sup-
ports the tendency to distribute fewer dividends. These
findings support Hypothesis 1 (H1) of this study: There
Is a negative relationship between being an MNE and
dividend distribution.

Dividend distribution policy and

corporate governance mechanisms

However, this relationship may be influenced by the
presence of corporate governance mechanisms, such
as enhanced managerial oversight, increased transpar-
ency in decision-making, and the implementation of
variable compensation policies for executives. These
mechanisms can mitigate agency conflicts and reduce
Information asymmetry between shareholders and
managers, ultimately leading to higher payout ratios
(Kanojia & Bhatia, 2022; Sheikh, 2022).

According to Jensen and Meckling (1976), firms con-
sist of a series of contracts among individuals, with the
most critical being those between owners (principals)
and managers (agents). Ideally, managers should act in

) SR

the best interests of the owners. However, these interests
are not always aligned, which requires mechanisms to
mitigate conflicts. Information asymmetry, as described
by Akerlof (1970), arises when one party in a transaction
possesses more information than the other, leading to
power imbalances and potentially suboptimal decisions
(Cho et al, 2023; Taher & Al-Shboul, 2022).

Jensen (1986), Ding et al. (2020), and Gyimah and
Gyapong (2021) argue that high executive compensa-
tion canincrease agency costs by reducing the firm's free
cash flow, thereby lowering dividend payouts. However,
when executive compensation is equity-based, it can
positively influence dividend distribution (Ding et al,
2020; Jensen et al, 1992). Therefore, greater managerial
ownership tends to be associated with higher dividend
payments.

Other important governance mechanisms include
board independence and diversity. The presence of an
Independent board of directors is associated with high-
er dividend distribution. Independent board members
are more effective at addressing agency conflicts and
protecting minority shareholders from expropriation by
controlling shareholders (Setia-Atmaja et al, 2009; Tahir
& Mushtag, 2016; Yarram & Dollery, 2015). Therefore,
a higher proportion of independent directors tends to
promote greater dividend payouts (Chintrakarm et al,
2022; Kilincarslan, 2021).

Regarding gender diversity on the board of directors,
the presence of women enhances the quality of dis-
cussions on complex decision-making issues. Women
contribute diverse and sometimes divergent perspec-
tives, thereby enriching the information available to the
board. Moreover, boards with female members tend
to engage more critically and competitively in deci-
sion-making processes, avoiding unanimous decisions
and mitigating agency conflicts, as they are more likely
to advocate for the interests of a broader range of stake-
holders (Ain et al, 2021; Byoun et al, 2016; Gul et al,
2011; Pucheta-Martinez & Bel-Oms, 2016). Given these
considerations, a higher proportion of women on the
board of directors is associated with increased dividend
distribution by companies. These arguments support
Hypothesis 2 (H2) of this study: There is a positive re-
lationship between corporate governance mechanisms
and the distribution of dividends by MNEs.

Other determinants of dividend

distribution policy

With regard to company-specific control variables,
Lintner (1956) suggests that managers feel more com-
fortable paying dividends when firms offer higher re-
tums on investment. Additionally, shareholders tend
to expect higher dividends from more profitable com-
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panies. Firm size also plays a role: larger companies
typically have greater access to financial markets and
face lower financing and issuance costs, both of which
facilitate dividend distribution. Therefore, a positive re-
lationship is expected between profitability, firm size,
and the payout ratio. In contrast, highly leveraged firms
are less likely to distribute dividends because they need
available cash to meet debt obligations (Jensen et al,
1992). Consequently, leverage and dividend distribution
can function as alternative mechanisms for mitigating
agency problems by limiting the firm's free cash flow
(Ain et al, 2021; Attig et al, 2021; Ding et al, 2020).

Political uncertainty is another factor influencing div-
idend distribution, as it can increase information asym-
metry in financial markets (Faroog & Ahmed, 2019).
According to La Porta et al. (2000), periods marked by
high information asymmetry heighten expectations re-
garding payout ratios. Huang et al. (2015) demonstrate
that the impact of political risk on dividend distribution
Is greater for MNEs. However, this effect is mitigated in
countries with stronger investor protection laws and
more stable political environments, suggesting a neg-
ative relationship between political risk and dividend
distribution.

Finally, Pattenden and Twite (2008) note that the tax-
ation of dividends received by individuals may actually
Increase the likelihood of dividend payments by firms.

However, in the case of Brazil, dividends are not sub-
ject to taxation, unlike in many other countries. These
cross-country differences in tax regimes make taxation
a particularly relevant determinant of dividend policy for
MNEs. Accordingly, a negative relationship is expected
between tax incidence and dividend distribution policy.

Results of empirical studies on

dividend distribution policy

Tables 1 and 2 summarize the results of studies using
logit and tobit regression models, respectively. In both
cases, the dependent variable relates to dividend pay-
ment, defined as a binary variable in Table 1 and as the
payout ratio in Table 2. Table 3 outlines the variables.

In Table 1, Huang et al. (2015) report that MNEs dis-
tribute more dividends than expected, yet political risks
negatively affect their payouts, ultimately reducing div-
idend distribution. Geiler and Renneboog (2016) and
Yet et al. (2019) find that CEO variable compensation,
as well as the presence of independent and female
board members, are positively associated with dividend
distribution. Conversely, Ding et al. (2020) show that
stock-based compensation for CEOs and other execu-
tives is linked to lower dividend payouts. Regarding the
control variables, their behavior aligns with theoretical
expectations.

Table 1. Results of empirical studies using the logit model.

Huang et al. (2015)

Geiler and Renneboog

Yet et al. (2019) Ding et al. (2020)

Variables

+/- Sig
MULT I\ AS - + 10%
CEOC [\ AG + n/a n/a
MANC I\ AG + n/a n/a
INDEP \% AG + n/a n/a
WOM I\ AG + n/a n/a
ROA CcVv (a) + + 1%
Siz Ccv (a) + + 1%
LEV Cv (a) = n/a n/a
POL (@Y (a) - = 5%
TAX Cv (a) = n/a n/a

(2016)
+/- Sig Sig Sig
n/a n/a n/a n/a n/a n/a
+ 1% n/a n/a - 1%
= n/s n/a n/a = 1%
n/a n/a + 1% n/a n/a
n/a n/a + 1% n/a n/a
n/a n/a + 1% + 5%
n/a n/a + 1% + 1%
n/a n/a = n/s = 1%
n/a n/a n/a n/a n/a n/a
= n/s n/a n/a n/a n/a

Note. TV = Type of variable; FT = Finance theory; EE = Expected effect (+ or -); IV = Independent variable; CV = Control variable; AG = Agency theory; AS =
Information asymmetry; Sig = Significance; n/a = Not applicable; n/s = No significance; (a) = The expected relationship (whether + or —) of the control variables
is supported and justified by the empirical studies presented in the referred literature; (b) The description of the variables is shown in Table 3.

Regarding Table 2, Chen and Gupta (2011) find that
MNEs distribute fewer dividends than DEs. Saeed and
Sameer (2017), as well as Ding et al. (2020), report that vari-
able compensation for CEOs and other executives is asso-
clated with a reduction in dividend distribution. Similarly,

Mustafa et al. (2020) find a negative relationship between
the presence of women on the board of directors and
dividend payouts. These findings contradict the theoret-
ical framework previously outlined. As for the control vari-
ables, most exhibit results consistent with expectations.
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Table 2. Results of empirical studies with the tobit model.

Saeed and Sameer

Ding et al. (2020)

Mustafa et al. (2020)

Variables Chen and Gupta (2011)

Sig

MULT Y AS _ ~ o
CEOC I\ AG + n/a n/a
MANC v AG . . »
INDEP v AG + n/a n/a
WOM v AG + n/a e
ROA cv (@) + 5 n/s
SIz cV (@) a + ™
LEV Ccv (a) - _ e
POL CV (b) = n/a n/a
TAX Cv (a) - n/a n/a

(2017)

Sig Sig +/- Sig

n/a n/a n/a n/a n/a n/a
- n/s -— 5% n/a n/a
- n/s - 5% n/a n/a
n/a 1% n/a n/a n/a n/a
n/a 1% n/a n/a - 10%
+ 1% + 1% + 1%
- 5% - 1% + 1%
- n/s - 1% - 1%
n/a n/a n/a n/a n/a n/a
n/a n/a n/a n/a n/a n/a

Note. TV = Type of variable; FT = Finance theory; EE = Expected effect (+ or —); IV = Independent variable; CV = Control variable; AG = Agency theory; AS =
Information asymmetry; Sig = Significance; n/a = Not applicable; n/s = No significance; (a) = The expected relationship (whether + or —) of the control variables
is supported and justified by the empirical studies presented in the referred literature; (b) The expected negative effect of the political risk variable is supported by

the empirical studies of Huang et al. (2015) and Akhtar (2018a, 2018b).

METHODOLOGY

The initial sample comprises 10,147 publicly traded firms
(120,450 observations) listed on the stock exchanges of
the OECD key partners: Brazil, China, India, Indonesia,
and South Africa. The following were excluded from
the sample: (1) 2,598 companies (30,849 observations)
with negative equity; (2) 1,747 companies (20,741 ob-
servations) from the financial industry; and (3) 2,405
companies (28,550 observations) with total assets be-
low USD 1 million. As a result, the final sample includes
3,397 companies (40,310 observations). The period an-
alyzed spans from 2008 to 2019, thereby excluding the
effects of the COVID-19 pandemic. Data were collected
from the Capital IQ Pro and Bloomberg databases, ex-
cept for political risk ratings, which were obtained from
the PRS Group — International Country Risk Guide,
Table 3B: Political risk points by components. Country
ratings range from O (highest risk) to 100 (lowest risk).
The data were winsorized between the 2.5th and 975th
percentiles.

The sample data were analyzed using descriptive
statistics (see Table 4), difference in means tests (Table
5), and correlation analysis (Table 6). Hypotheses H1
and H2 were tested using logistic regressions (Tables 7
and 8) and censored regression models (tobit) (Tables
9 and 10). The logit model was applied to the binary

Where:

DIV = Dividend distribution; MULT = Multinational
dummy; GOV = CEO compensation, manager com-
pensation, board independence, and gender diver-

) SR

dependent variables: dividend payment dummy (DPD)
and dividend yield dummy (DYD). The tobit model was
used for the continuous dependent variables: total pay-
out index (TPI), stock payout index (SPI), and dividend
yield index (DYI). This model, also known as a cormer
solution model, is appropriate when the dependent
variable is censored within a given range and exhibits a
high concentration at zero while remaining continuous
for positive values, as is the case with dividend distribu-
tion (Cameron & Trivedi, 2010; Wooldridge, 2019).

Additionally, robustness checks were conducted
using multilevel logistic and tobit regression models
for both H1 (Table 11) and H2 (Table 12). These models
consist of two levels: level 1 (firm) and level 2 (coun-
try) (Antonakis et al, 2021; Favero & Belfiore, 2019).
Equations (1) and (2) represent the logit and tobit mod-
els tested, respectively, with variable descriptions pro-
vided in Table 3. The analysis for H1 was performed
using the full sample, with the multinational dummy
(MULT) as the independent variable (Tables 7 and 9).
The analysis for H2 was conducted on the subsamples
of multinational enterprises (MULT = 1) and domestic
enterprises (MULT = 0), using the corporate gover-
nance proxy (GOV) as the independent variable (Tables
8 and 10).

sity; FiimControls = ROA, firm size, and leverage;
CountryControls = Political risk and tax rate; P =
Probability; F(z) = exp(z) / [1 + exp(z)]; i = firm; t = time;
k = country; 8y, = country-year effect; L = residuals.

BAR, Braz. Adm. Rev., 22(2), 230105, 2025. ﬂ
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Table 3. Description of variables.

Components

TDP1 = Total dividends paid in
the current year
TNIO = Total net income in the
previous year

1 = If the company pays
dividends in the current year
0 = If the company does not
pay dividends in the current

year

DPS = Dividends paid per share
in the current year
IPS = Income per share in the
current year

DPS = Dividends paid per share
in the current year
SP = Share price in the current
year
1 = If the dividend yield is
positive in the current year
0 = If the dividend yield is zero
in the current year

1 = If the company has a ratio
between sales revenue from
overseas subsidiaries and total
sales revenue above 25% and
presence in more than two
countries
0 = If otherwise
CBS = Variable compensation
based on shares
TC = Total compensation
NSBM = Number of shares
owned by board members
TNS = Total number of shares
NWBM = Number of board
members who are women

TNBM = Total number of board

members

NIBM = Number of
independent board members
TNBM = Total number of board
members

EBIT = Earnings before interest
and income tax
TA = Total assets

Ln = Naperian logarithm
TA = Total assets

TD = Total debt
TA = Total assets

SUB = Subsidiary in each
country
RAT = Political risk rating (b)
SS = Sales of each subsidiary
TS = Total sales

Acronym Name EE Formula
Dependent variables (DIV)

TPI Total payout index n/a TPl = TDP1/ TNIO

DPD Dividend payment v DPD = Dividend payment

dummy dummy

SPI Stock payout index n/a SPI = DPS / IPS

DYI Dividend yield index n/a DYl = DPS / SP

DYD Dividend yield dummy n/a DYD = Dividend yield dummy

Independent variables
MULT Multinational dummy - M.ULT. = DIy O.f
multinational enterprises
CEOC CEO compensation + CEOC =CBS/TC
MANC Managerial + MANC = NSBM / TNS
compensation
WOM Board woman + WOM = NWBM / TNBM
percentage
INDEP EleEl RN + INDEP = NIBM / TNBM
percentage
Enterprises control variables

ROA Return on asset + ROA = EBIT/ TA

Siz Size + SIZ =LnTA

LEV Leverage - LEV=TD/TA

Countries control variables

POL Political risk (a) -

TAX Taxes = TAX = TP/ EBT

TP = Tax paid
EBT = Earnings before tax
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tensions, 11. Democratic accountability, 12. Quality of bureaucracy.

Logistic regression (logit)

In the logit model, coefficients are obtained using the
maximum likelihood method with pooled estimators
(Cameron & Trivedi, 2010). The model's goodness-of-fit

BAR, Braz. Adm. Rev., 22(2), 230105, 2025.

can be assessed using the pseudo coefficient of deter-
mination (R2) and predictive accuracy measures, such
as the Hosmer-Lemeshow goodness-of-fit test (Hair et
al, 2018; Hosmer et al, 2013).
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Censored regression (tobit)

In the tobit model, the payout ratio is censored at the
lower limit of the sample (zero), reflecting companies
that do not distribute dividends. There is no upper limit
for positive values. Given the number of zero obser-
vations in the sample, the tobit model is more appro-
priate than an uncensored model, as it helps mitigate
distortions in the normal distribution of the sample. To
determine the appropriate model specification, wheth-
er panel or pooled, the Breusch and Pagan Lagrangian
multiplier test for random effects was applied. The re-
sults indicated that the pooled model was more suit-
able. For post-estimation analysis, robust methods are
employed to address potential issues related to the nor-
mality and heteroscedasticity of residuals. Finally, the
marginal effects of the model are examined (Cameron
& Trivedi, 2010).

Table 4. Descriptive statistics of (sub)samples.

Standard deviation

ANALYSIS OF RESULTS

Table 4 presents descriptive statistics for the data from
the subsamples of multinational enterprises (MNEs) and
domestic enterprises (DEs), as well as the total sample.
The DEs subsample has a higher average dividend pay-
out across all three dependent variables than the MNEs
subsample. This result may indicate that MNEs, due to
their international operations, are exposed to greater
risks than DEs and operate with more volatile cash flow,
which could reduce dividend distribution.

Another important point is that the corporate gover-
nance variables — CEO compensation (CEOC), women
on the board (WOM), and board independence (INDEP)
— have relatively few observations: CEOC (5,824), WOM
(4,649), and INDEP (3,428), as shown in Table 4. This
limited data availability justifies their exclusion from the
regression analyses in Tables 6 through 10.

Variables Observations

MNE

TPI 32,213 0.33 0.34 0.33 0.81
SPI 32,213 0.35 0.36 0.36 1.00
DYI 31,111 0.20 0.22 0.21 0.76
DPD 32,213 043 047 045 049
DYD 31,111 040 042 042 049
MULT 40,310 1.00 0.00 0.35 0.00
CEOC 5,824 0.05 0.05 0.05 0.14
MANC 27,989 0.01 0.01 0.01 0.04
WOM 4,649 0.12 0.11 0.11 0.11
INDEP 3428 0.27 0.21 0.24 0.23
ROA 40,310 0.03 0.03 0.03 0.07
SIZ(a) 40,310 14.2 776 6.63 139
LEV 40,310 0.18 0.17 0.17 0.18
POL 40,310 0.52 0.00 0.18 0.10
TAX 40,310 0.10 0.10 0.10 0.14

DE
0.86
1.08
0.79
049
0.49
0.00
0.16
0.04
0.11
0.20
0.08
2.58
0.18
0.00
0.00

Minimum Maximum
T DE DE
0.84 0.00 0.00 0.00 9.99 9.99 9.99
1.05 0.00 0.00 0.00 9.99 9.99 9.99
0.78 0.00 0.00 0.00 12 11 12
049 0.00 0.00 0.00 1.00 1.00 1.00
049 0.00 0.00 0.00 1.00 1.00 1.00
047 0.00 0.00 0.00 1.00 1.00 1.00
0.15 0.00 0.00 0.00 0.99 0.99 0.99
0.04 0.00 0.00 0.00 0.99 0.99 0.99
0.11 0.00 0.00 0.00 0.58 0.66 0.66
0.22 0.00 0.00 0.00 0.87 1.00 1.00
0.08 -0.82 -0.97 -0.97 0.86 0.88 0.88
8.63 0.00 0.00 0.00 430 150 430
0.18 0.00 0.00 0.00 0.99 0.99 0.99
0.25 0.00 0.00 0.00 0.63 0.00 0.63
0.14 0.00 0.00 0.00 0.97 0.99 0.99

Note.

Table 5 presents a test of the difference in means
for the govermance proxies between the subsa-
mples of domestic (MULT 0) and multinational
(MULT = 1) enterprises, including effect sizes calculated
using Cohen's d. This metric quantifies the standard-
ized difference between two means. The interpretation
of the effect size is based on the absolute value of the
difference, while the direction of the effect is positive
or negative (Cohen, 1988). The results show that all dif-
ferences are statistically significant, indicating distinct
corporate governance mechanisms between the two
subsamples. Among the governance proxies, board in-
dependence (INDEP) exhibits the largest effect size at
—-0.25, meaning that the DEs (MULT = O) have a lower
average than the MNEs (MULT = 1). CEOC, MANC, and

) SR

MNE = Multinational enterprises; DE = Domestic enterprises; T = Total sample; (a): Values in USD million.

WOM present smaller effect sizes, ranging from 0.05 to
-0.06 (Vaske et al, 2024; Yang & Berdine, 2021).

For the CEO compensation (CEOC) and managerial
compensation (MANC) proxies, DEs (MULT = 0) show
higher averages than MNEs (MULT = 1). This suggests
that variable compensation, particularly stock-based,
plays a more prominent role in executive governance
policies among DEs than among MNEs. Conversely, for
the board gender diversity (WOM) and board indepen-
dence (INDEP) proxies, MNEs (MULT = 1) have higher
averages than DEs (MULT = 0), indicating that gender
diversity and board independence are more firmly es-
tablished governance practices among MNEs com-
pared to DEs.
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Table 5. Test of difference in means of governance proxies between domestic and multinational enterprises.

Mean for MULT=0 Mean for MULT=1

Governance proxies

CEOC 0.0581558 0.0500844
MANC 0.0093959 0.0070982
WOM 0.1125078 0.1204315
INDEP 0.2127719 0.2703922

Mean difference Cohen’sd
0.0080715 0.0526 * 0.0520
0.0022977 0.0001 **=* 0.0503
-0.0079237 0.0194 ** -0.0689
-0.0576203 0.0000 *** -0.2574

Note. Statistically significant variables at the 1% (***), 5% (**), and 10% (*) levels.

Table 6 presents the correlation levels and statisti-
cal significance between the variables in Equation (1).
The dependent variables related to dividend distribu-
tion (TPI, DPD, and DYD) show a negative and sta-
tistically significant relationship with MULT. Similarly,
except for DYI, the other dependent variables also

Table 6. Correlation analysis.

exhibit a negative and statistically significant relation-
ship with MANC. Regarding the relationships among
the explanatory variables, the only pair with a high
positive correlation is MULT and POL, which can
be attributed to the mathematical structure of their
formulations.

TPl 1.00
043
DPD oas 100
055 037
sPI oo ol 100
0.56 0.31 065
o 0.00 0.00 0.00 —
044 100 0.38 031
DYD 0.00 0.00 0.00 0.00 100
-0.00 -0.03 -0.00 -0.00 -0.02
s 0.00 0.00 0.28 012 0.00
-0.02 -0.02 -0.01 -0.00 -001
NG 0.01 0.00 0.01 0.25 0.00
FOA 0.01 0.03 0.00 0.00 0.03
0.00 0.00 041 0.60 0.00
- 014 015 013 011 016
0.00 0.00 0.00 0.00 0.00
ey -0.03 -0.04 -0.02 -0.03 -0.05
0.00 0.00 0.89 0.00 0.00
boL -0.00 -0.01 -0.00 -0.00 -0.00
078 0.00 0.67 0.02 0.30
A 0.01 0.04 0.00 -0.02 0.04
0.00 0.00 012 0.00 0.00

MULT

1.00

-0.02
0.00
-0.01
0.00
0.20
0.01
-0.01
0.01
0.96
0.00
-0.02
0.00

MANC

100
-0.00

o 100

-012 -0.01

0.00 0.00 100

-0.00 -0.00 001

0.37 008 0.01 —

-0.01 -0.01 019 -0.01 100

0.00 0.00 0.00 0.03 :

-0.00 0.02 -0.00 0.00 -0.02 100
011 0.00 077 019 0.00 :

Note. The higher values correspond to the correlation coefficient, while the lower values correspond to its significance level. The values emphasized have statis-

tical significance at the 1% or 5% level.

Results of the logistic regression analysis (Logit)
Tables 7 and 8 present the results of the logistic regres-
sions, with DPD (Model 1) and DYD (Model 2) as the de-
pendent variables. Table 7 tests H1, while Table 8 tests
H2. Models 1 and 2 in both tables are estimated us-
Ing robust standard errors, and their goodness-of-fit
is assessed using the likelihood ratio (LR chi?) and its
significance level (Prob > chi?), as well as the pseudo
R2. In Table 7 both models are statistically significant
(Prob > chiz = 0.0000).

The independent variable MULT is negative and sta-
tistically significant at the 1% level in both models, con-
firming H1. In Model 1, being an MNE reduces the like-
lihood of paying dividends by 54.3% [100 x (0457 — 1)].
In Model 2, the reduction is even greater, at 56.3% [100

X (0437 — 1)]. These findings are consistent with Akhtar
(2018a, 2018b) but contradict Huang et al (2015) (see
Table 1). MNEs face greater exposure to various risks
— operational, credit, market, and political — than DEs,
which leads them to retain more operating cash flow
and, consequently, distribute fewer dividends.

Regarding the control variables, LEV, POL, and TAX
show a negative and statistically significant relation-
ship with dividend payments, aligning with the theories
and empirical studies referenced in Table 1. Conversely,
the control variables ROA and SIZ display a positive
and statistically significant relationship with dividends,
supporting the findings of Huang et al. (2015), Yet et al.
(2019), and Ding et al. (2020).

[ R
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Table 7. Logistic regression of the total sample (H1).

X Model 1: DPD Model 2: DYD
Variables - ) . )
Coefficients Odds ratio Coefficients Odds ratio

MULT -0.7821 *** 04574 -0.8262 *** 04376
ROA 1.2314 *** 34261 1.2471 *** 34802
SIz 0.1783 *** 1.1952 0.1822 **= 11999
LEV -0.4487 *** 0.6384 -0.6478 *** 0.5231
POL -0.9484 *** 2.5816 -1.1033 *** 3.0142
TAX -0.8633 *** 2.3725 -0.9893 *** 2.6894
Const -0.9646 *** 0.3811 -1.1965 *** 0.3022
Country-year effect Yes Yes Yes Yes
Model with robust estimate Yes Yes
No. observations 32,213 31,111
Prob > chi? 0.0000 0.0000
Pseudo R? 0.1141 0.1275

Note. Statistically significant variables at the 1% (***), 5% (**), and 10% (*) leve

Regarding Table 8, Models 1 and 2 are statistically
significant for both subsamples (Prob > chiz = 0.0000).
For the independent variable MANC, a positive and sta-
tistically significant relationship with dividend distribu-
tion is observed only for MNEs (MULT = 1). This suggests
that corporate governance mechanisms lead to more
generous dividend distribution in MNEs compared to
DEs, for which MANC does not show statistical signifi-
cance. For instance, in Model 1 (DPD), a 1% increase in
the percentage of shares held by MNE managers raises
the probability of dividend distribution by 218% [100 X
(3.1881 - 1).

Table 8. Logistic regression of the sub-samples (H2).

ls.

Similarly, in Model 2 (DYD), MANC shows a positive
and statistically significant relationship with dividend
distribution for MNEs (MULT = 1). As predicted by the-
ory, corporate governance mechanisms help mitigate
agency conflicts (Ding et al, 2020; Jensen et al, 1992).
Therefore, the results support the conclusion that the
variable remuneration policy for MNE managers en-
courages dividend distribution, confirming H2. As for
the control variables, the effects (whether positive or
negative) and the statistical significance of their coef-
ficlents are consistent with those presented in Table 7.

Model 1: DPD Model 2: DYD
Variables MULT=1 MULT=0 MULT=1 MULT=0
Coef. Odds ratio Coef. Odds ratio Coef. Odds ratio Coef. Odds ratio
MANC 3.1881%** 0.0412 0.6831 0.5050 3.0216%** 0.0487 0.5217 0.5988
ROA 1.3616*** 3.9026 0.9502*** 2.5862 1.2976*** 3.6607 0.9747*** 2.6504
SIZ 0.1791*** 11962 0.1085*** 11146 0.1976*** 1.2125 0.1056*** 11114
LEV -0.5841*** 0.5575 -0.5358*** 0.5851 -0.7855*** 0.4558 -0.7864*** 0.4554
POL -0.7630%** 21444 n/a n/a -0.9996*** 27174 n/a n/a
TAX -0.5890*** 1.8022 -0.8188*** 2.2678 -0.5854*** 1.7957 -1.0986*** -3.0002
Const -1.2662*** 0.2818 -0.5059*** 0.6029 -1.6122%** 0.1994 -0.7098*** 04917
Country-year Yes n/a Yes n/a Yes n/a Yes n/a
effect
ro QALE? le\t/;/::\gte ves ves ves ves
Obse':'v‘;'tions 9.248 14.368 8.281 13.154
Prob > chi? 0.0000 0.0000 0.0000 0.0000
Pseudo R? 0.1108 0.1213 0.0856 0.1265

Note. Statistically significant variables at the 1% (***), 5% (**), and 10% (*) leve

Regarding the post-estimation tests of the logistic
regression models, specifically the Hosmer-Lemeshow
goodness-of-fit test, the measures of sensitivity, spec-
ificity, and predictive power are analyzed. The actual
data confirm an estimated dividend distribution accu-
racy above 60%.

) SR

ls.

Results of the tobit regression analysis

The analysis begins with the Breusch and Pagan
Lagrangian multiplier test for random effects to de-
termine the most appropriate modeling approach:
pooled or panel. The null hypothesis (HO) assumes a
pooled model, while the alternative hypothesis (H1)
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suggests a panel model with random effects. The test
result (Prob > chibar? = 0.078) leads to the acceptance
of HO. This indicates that the covariance between the
fixed effects and the independent variables is not sta-
tistically significant, and the data should therefore be
analyzed using the pooled model, where all individuals
In the sample are assumed to share the same under-
lying characteristics. Table 9 presents the results of the
pooled tobit models used to test H1, considering three
dependent variables: Model 1 — TPI, Model 2 — SPI, and
Model 3 — DYI. In all models, issues of heteroscedastici-
ty and autocorrelation are addressed using robust stan-
dard errors. Each model demonstrates overall statistical
significance (Prob > F = 0.0000), and the results con-
firm H1. Additionally, all control variables are statistically
significant and show the expected effects (positive or
negative).

The coefficients for the MULT variable are nega-
tive and statistically significant at the 1% level across
all models. Specifically, for MNEs, dividend distribution
is reduced by 0420%, 0473%, and 0433% in Models 1
(TPI), 2 (SPI), and 3 (DY), respectively. The marginal ef-
fect (ME), which indicates the probability of a non-dis-
tributing company beginning to distribute dividends,
1s —0.295%, —0.330%, and —0.240% for the same prox-
les. These findings support H1 and are consistent with

those reported by Akhtar (2018a, 2018b). This suggests
that firms with subsidiaries or revenue streams located
outside their home country tend to retain earnings and
reinvest them, rather than distributing them to share-
holders as dividends.

All control variables display the expected effects
(positive or negative) and are statistically significant at
the 1% level. ROA and SIZ show positive coefficients,
while LEV, POL, and TAX are negatively associated
with dividend distribution. For instance, a 1% increase
in return on assets (ROA) is associated with increases
of 0.730%, 0.716%, and 0.519% in the dividend distribu-
tion proxies TPI, SPI, and DYI, respectively. These results
align with findings by Saeed and Sameer (2017), Ding et
al (2020), and Mustafa et al. (2020) (see Table 2).

Regarding the construction of the dependent vari-
ables, TPI and SPI represent the ratio between dividend
distribution and company profits, whereas DY is cal-
culated as the ratio between dividend distribution and
the current share price (see Table 4). This distinction
suggests that political risk (POL) exerts a more direct in-
fluence on a company's market value than on its prof-
ttability, as argued by Attig et al. (2021). These findings
also corroborate the results presented by Huang et al
(2015) and Aknhtar (2018a, 2018Db).

Table 9. Pooled tobit regression of the total sample — H1.

5 Model 1 — TPI Model 2 — SPI Model 3 — DYI
Variables
Coef. ME Coef. ME Coef. ME
MULT -0.4206 *** -0.2950 *** -0.4734 *** -0.3303 *** -0.4337 *** -0.2402 ***
ROA 0.7309 *** 0.2587 *** 0.7165 *** 0.2352 *** 0.5193 *** 0.1377 ***
N4 0.1590 *** 0.0699 *** 0.1921 *** 0.0808 *** 0.1396 *** 0.0523 ***
LEV -0.3385 *** -0.1476 *** -0.3603 *** -0.1535 *** -0.4125 *** -0.1550 ***
POL -0.4392 *** -0.4398 *** -0.4522 *** -0.4825 *** -0.5545 *** -0.3927 ***
TAX -0.5043 *** -0.1471 *** -0.5534 *** -0.1475 *** -0.2793 *** -0.0506 ***
Const -1.0107 *** n/a -1.1731 *** n/a -0.9899 *** n/a
Country-year effect Yes n/a Yes n/a Yes n/a
No. observations 33,213 33,213 31,111
Prob > F 0.0000 0.0000 0.0000
Pseudo R? 0.0592 0.0518 0.0628
Log likelihood -35,597.75 -38,567.27 -30,210.37

Note. Statistically significant coefficients at the 1% (***), 5% (**), and 10% (*) levels; n/a = Not applicable; ME = Marginal effect percentage.

Table 10 presents the results of the pooled tobit
models for testing He2, considering three dependent
variables, Model 1 (TPI), Model 2 (SPI), and Model 3
(DYT), and two subsamples (MULT = 1 and MULT = Q) for
each model. In all cases, heteroscedasticity and auto-
correlation issues are addressed using robust standard
errors. Furthermore, all models (1, 2, and 3) demon-
strate overall statistical significance (Prob > F = 0.0000).
Consistent with Table 8, the corporate governance
mechanism, managerial compensation (MANC), shows

a positive and statistically significant relationship with
dividend distribution for MNEs (MULT = 1).

Specifically, for every additional 1% of shares held
by board members of MNEs, dividend distribution in-
creases by 144%, 2.14%, and 1.71% in Models 1, 2, and
3, respectively. Additionally, the marginal effect (ME),
which indicates the probability of a company that cur-
rently distributes dividends ceasing to do so (Cameron
& Trived, 2010), is 040%, 041%, and 0.26% for Models
1, 2, and 3, respectively. In contrast, for DEs (MULT = 0),
corporate governance instruments do not show statis-
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tical significance in Models 1 and 2. However, in Model the case of LEV, a 1% increase in the leverage of MNEs
3, these instruments exhibit a positive and statistically results in a reduction of 0.37%, 0.40%, and 0.55% in the
significant relationship with dividend distribution. It is dividend distribution proxies TPI, SPI, and DY, respec-
worth noting that the DYI proxy is calculated as the ra- tively. These findings are consistent with those report-
tio between dividends paid and the current year's share ed by Ding et al. (2020) and Mustafa et al. (2020) (see
price. These results confirm He. Table 2).

It is well established that high fixed executive com-
pensation tends to reduce the profits available for dis-
tribution as dividends, leading to an expected negative
relationship between the two (Ding et al, 2020; Jensen,
1986). However, when compensation is provided in the
form of shares, it functions as a mechanism to align the
Interests of executives with those of shareholders. In
this case, a positive relationship between payout ratios

Conceming the TAX control variable, for every 1%
increase in taxes paid by MNEs (MULT = 1), dividend
distribution decreases by 0.37%, 045%, and 0.02% for
TPI, SPI, and DYI, respectively. The reductions are even
more pronounced for DEs (MULT = 0): 0447% for both
TPl and SPI, and 0.28% for DYL Regarding the mathe-
matical construction of the variables, TPl and SPI mea-

and executives’ variable income is expected. sure the ratio between dividend distribution and com-

Regarding the control variables, all coefficients ex- pany profits. In contrast, DYI reflects the ratio between
hibit the expected effects. ROA and SIZ show positive dividends and share price (see Table 3). These results
coefficients, whereas LEV, POL, and TAX are negatively suggest that taxes paid have a more immediate impact
associated with dividend distribution. For example, in on company profits than on share prices.

Table 10. Pooled tobit regression of the subsamples — H2.

Model 1 — TPI Model 2 — SPI Model 3 — DYI
MULT=1 MULT=0 MULT=1 MULT=0 MULT=1 MULT=0
Coef. ME Coef. ME Coef. ME Coef. ME Coef. ME Coef. ME
MANC 144 ** 040 * 0.05 0.13 2.14 *** 041 0.37 0.21 A7l 57 0.26 0.23 0.24 **
ROA 0.66 *** 0.08 ** 052 022 0.79 *** 0.25 ** 045 ** 0.18 ** 0.59 *** 0.15 ** 0.38 ** 0.12 **
SIz 0.14 *** 0.06 *** 0.15 *** Q.08 **** (.17 *** 0.08 *** 0.19 **=* 0.10 **=* 0.13 *** 0.05 *** @12 % 0.05 ***
LEV . 9*'57 -0.18 ***  -0.54 ***  _023*** _-040 *** -0.20*** -0.59 *** -025*** -055*** (023 *** _(059*** _(Q.2] ***
POL -0.33 * -0.47 *** n/a n/a -0.34 -0.52 *** n/a n/a -049 ***  -045 *** n/a n/a
TAX -0.37 %% -0.10**  -044 ***  -012***  -045**  -011**  -044**  -0.10** -0.02 -0.02 -0.28 ** -0.04
Const - 1.20 *** n/a -0.97 *** n/a -1.28 *** n/a -1.10 *** n/a -1.22 *** n/a -0.86 *** n/a
Country-
year Yes n/a Yes n/a Yes n/a Yes n/a Yes n/a Yes n/a
effect
ot’l(;}v 9,248 14,386 9,248 14,386 8,786 13,276
Prob > F 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
Pseudo R? 0.0583 0.0589 0.0516 0.0519 0.0652 0.0606
liIE;)l?h -10,090.49 -16,365.33 -10,886.29 -17,742.08 -8,816.57 -13,641.81

Note. Statistically significant coefficients at the 1% (***), 5% (**), and 10% (*) levels; n/a = Not applicable; ME = Marginal effect percentage.

Robustness tests Table 11 presents the results of the H1 tests. Models
Two-level multilevel logit and tobit models were ap- 1 and 2 are logistic regressions with DPD and DYD as
plied for the robustness tests, with level 1 representing the dependent variables, respectively. Models 3, 4, and

5 are multilevel tobit regressions, with TP, SPI, and DYI
as the dependent variables. In all models, the coeffi-
cients for the MULT variable are negative and statistical-
ly significant at the 1% level Specifically, in Models 3, 4,
and 5, the dividend distribution percentages for MNEs
are reduced by 042%, 0.09%, and 0.06%, respectively.
Therefore, consistent with the results in Tables 7 and

the firm and level 2 the country. The rationale for using
hierarchical linear modeling (HLM) is supported by the
likelihood ratio test results for the null (unconditional)
model. Since Prob > chibar? = 0.0000, the null hypoth-
esis that the random intercepts are equal to zero was
rejected. It is important to note that robustness tests

serve as stress testing, designed to exhaustively vali- 9, the findings in Table 11 confirm H1 (there is a nega-
date the results obtained from the traditional models tive relationship between being an MNE and dividend
(Antonakis et al, 2021; Favero & Belfiore, 2019). distribution).
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Table 11. Results of robustness tests — H1.

Tests
Variables
MULT
ROA

SIz

LEV

POL

TAX

Const

No. observations
Prob > chi?

-0.80***
1.23***
0.17%**

-0.44***
0.98***
0.87***
-142**
35,213
0.0000

Logistic multilevel regression
Model 1 — DPD

Model 2 — DYD

-0.83***
1.24%%%
0.18%**

-0.64%**
1.11%%*
0.98***
1. 71%**

31,111
0.0000

Tobit multilevel regression

Model 3 — TPI

-042%**
0.72%**
0.15%**

-0.33***
0.44***
0.49***
-1.57***

33,213
0.0000

Model 4 — SPI

-0.09***
0.98***
0.07***
-0.11%**
0.04***
0.09***
-0.16%***
32,213
0.0000

Model 5 — DYI
-0.06***
0.01%**
0.04%**
~0.11%**
0.07**x
0.09***
-0.04***

31,111
0.0000

Note. Statistically significant coefficients at the 1% (***) and 5% (**) levels.

Table 12 presents the results of the H2 tests. As in
Table 11, Models 1 and 2 are logistic regressions with
DPD and DYD as the dependent variables. Models 3, 4,
and 5, on the other hand, are multilevel tobit regres-
sions with TPI, SPI, and DVYI as the dependent variables,
respectively. The results for the governance variable
(MANC) are consistent with those obtained in Tables 8
and 10 for the subsample of MNEs (MULT = 1). This pro-
vides supporting evidence for H2 (there is a positive re-
lationship between corporate governance instruments

Table 12. Results of robustness tests — H2.

and the dividend distribution of MNEs), based on the
proposed methodology.

However, for the subsample of DEs (MULT = 0), a
positive and statistically significant result is also ob-
served for MANC, which contrasts with the findings
in Tables 8 and 10. Nevertheless, the associated coef-
ficlents are considerably lower and exhibit diminished
statistical significance compared to the multinational
subsample. This difference may be related to the con-
sideration of intraclass correlation effects at levels 1
(firms) and 2 (countries).

Tests Logistic multilevel regression Tobit multilevel regression
Variables Model 1 — DPD Model 2 — DYD Model 3 — TPI Model 4 — SPI Model 5 — DYI
MULT=1 MULT=0 MULT=1 MULT=0 MULT=1 MULT=0 MULT=1 MULT=0 MULT=1 MULT=0
MANC 2.17 *** 0.93 *** 2.10 *** 0.99 *** 1.16 *** 0.03 **=* 1.23 *** 0.15 *** 1.23 *** 0.15 ***
ROA 1.34 **x 0.31 *** 1.29 *** 0.36 *** 0.65 *** 0.52 *** 0.77 *** 043 *** 0.77 *** 0.36 ***
N4 0.18 **=* 0.72 *** 0.19 **=* 0.61 *** 0.14 *** 0.15 *** 0.17 *** 0.18 *** 0.17 *=** 0.11 ***
LEV -0.57 *** -0.30 *** -0.77 *** -0.39 *** -0.36 *** -0.54 *** -0.40 *** -0.59 *** -0.40 *** -0.59 ***
POL 0.74 *** n/a 0.99 *** n/a 0.33 *** n/a 0.33 *** n/a 0.33 *** n/a
TAX 0.58 *** 1.39 *** 0.58 *** 176 *** 0.40 *** 042 *** 046 *** 0.41 *** 046 *** 0.23 ***
Const -2.05 *** -4.68 *** -2.56 *** -3.37 *x* -1.84 *** -1.57 *x* -2.25 *** -1.97 *** -2.25 *** -1.49 **=*
No. obs. 9,248 14,386 8,786 13,276 14,386 9,248 14,386 8,786 13,276
Prob> chi? 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000

Note. Statistically significant coefficients at the 1% level; n/a = Not applicable.

CONCLUSION
This study investigates potential differences in dividend
distribution between multinational enterprises (MNEs)
and domestic enterprises (DEs). Additionally, it analyzes
the moderating effect of corporate governance mecha-
nisms on the payout ratios of these two types of firms.
To this end, a sample of 3,397 publicly traded compa-
nies (40,310 observations) listed on stock exchanges in
countries designated as OECD key partners — Brazll,
China, India, Indonesia, and South Africa — is consid-
ered. The data, covering the period from 2008 to 2019,
were obtained from Capital IQ Pro, Bloomberg, and the
PRS Group.

Hypotheses H1 and H2 are tested using logistic re-
gression models (logit) and left-censored tobit mod-
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els, due to the high number of observations with zero
payout ratios. The logit model is applied to the binary
dependent variables — DPD and DYD — while the to-
bit model is used for the continuous metrics — TP, SPI,
and DYL A robustness check is also performed using
multilevel logistic and tobit regression models for both
hypotheses.

All logit and tobit regression results (Tables 7 to 10),
along with the robustness tests (Tables 11 and 12), sup-
port the confirmation of both hypotheses. In the logit
model, Table 7 indicates that being a multinational com-
pany reduces the likelihood of dividend distribution by
more than 75%, confirming H1. MNEs tend to reinvest
excess cash in internal projects, while DEs are more like-
ly to distribute profits to shareholders.
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Table 8 reveals a positive relationship between the
percentage of shares held by MNE managers and the
likelihood of dividend distribution, confirming H2. For
example, in Model 1 (DPD), a 1% increase in manage-
ral ownership corresponds to a 218% increase in the
probability of dividend distribution [100 x (3.1881 — 1)].
As predicted by theory, corporate governance instru-
ments mitigate agency conflicts. Therefore, these results
support the idea that variable compensation policies for
MNE managers incentivize dividend distribution.

Regarding the tobit model, Table 9 shows a negative
relationship between MNEs and payout proxies, while
Table 10 confirms that the corporate governance mech-
anism — managerial compensation (MANC) — contrib-
utes to increased dividend distribution in MNEs. These
results reinforce the confirmation of both H1 and H2.
Furthermore, the multilevel logistic model (Table 11) and
tobit model (Table 12) used in the robustness check are
consistent with the findings in Tables 9 and 10.

This study contributes to the literature by analyzing
how being an MNE or a DE affects the firm’'s dividend
distribution policy. It also demonstrates the moderating
role of corporate governance — specifically, the variable
compensation of MNE managers — on payout ratios.
These findings provide insights into corporate deci-
sion-making in MNEs, especially regarding the impact of
political risk and tax burden on profit retention, reinvest-
ment, and distribution. The study is further distinguished
by focusing on developing countries likely to become
OECD members.

However, the study has certain limitations. Notably, it
does not include the period of the COVID-19 pandemic
(2020-2021). Additionally, the small number of obser-
vations for most governance variables — such as CEO
compensation, women on the board, and board inde-
pendence — justifies their exclusion from the regression
tests. For future research, it is suggested to explore oth-
er governance mechanisms that could mitigate the re-
duction in dividend distribution among multinationals,
such as executive compensation plans based on stock
options and measures of employee diversity.
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