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Introduction

Recent studies reveal an upward trend for women’s participa-
tion in the boards of U.S. public companies in the last decade 
(Catalyst, 2016). Conversely, the involvement of women in 
the boardroom is underrepresented worldwide (Catalyst, 
2017; Institutional Shareholder Services, 2017). Within the 
context of best practices in corporate governance (CG), some 
countries (such as, Australia, the United Kingdom, and 
Canada) have recommend women’s inclusion on corporate 
boards, whereas some countries in Europe (such as, France, 
Belgium, Spain, Norway, and Italy) have specified quotas on 
corporate boards for the proportion of female directors 
(Usman et al., 2018). In this regard, observers and regulators 
are still working toward greater participation of females in the 
boardroom (Adams & Mehran, 2012). Based on global listed 
companies’ statistics for 2016, approximately 11.7% of  
the average board of directors and 4.6% of their CEOs are 
female in globally listed companies.1 Recently, legislators in 
California passed a bill on 29 August 2018 that requires hav-
ing at least one female director on the corporate board in all 
significant listed companies by the end of 2019. Any corpora-
tion failing to adopt this quota may face severe financial pen-
alties (Ye et al., 2019). Due to these proposals and policies, 

the need to examine the benefits that are linked with corporate 
leadership and gender diversity is vital.

A body of theoretical literature connects dividend policy 
with the uncertainty of cash flow, investment opportunities, 
and ownership structure (Chay & Suh, 2009; Denis & 
Osobov, 2008; Fama & French, 2001; La Porta et al., 2000). 
Jensen et al. (1992) and La Porta et al. (2000) asserted that 
governance quality may affect the policy of dividend payouts 
because dividend payouts are partly influenced by conflicts 
of interests between insiders of the firm and external share-
holders. DeAngelo et al. (2006) stated that dividend pay-
ments reduce the free cash flow that is available for 
investments; this requires managers to acquire capital from 
external sources, imposes stricter regulations on manage-
ment by external investors, and reduces agency problems. 
The improvement in dividend payment ratios may reduce 
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agency problems while financing restrictions are not strict 
(Chae et al., 2009). This demonstrates that an efficient gov-
ernance mechanism will push for more dividend policies to 
overcome agency problems.

Most of the finance literature has examined the partici-
pation of female directors on the board as a business case 
(Adams & Ferreira, 2009; Adams & Mehran, 2012; 
Cumming et al., 2015; Liu, 2018; Post & Byron, 2015; Rose, 
2007). Some studies have proposed that heterogeneous 
boards have better performance compared with non-diverse 
boards (Carter et al., 2003; Erhardt et al., 2003; Joecks et al., 
2013; Liu et al., 2014), better governance (Adams & 
Ferreira, 2009), and increased market valuation (Campbell 
& Minguez-Vera, 2007) and reduce agency problem (Ain 
et al., 2020). Gender socialization theory suggests that 
females are more caring, socially concerned, and more 
expressive (Carlson, 1972; Eagly & Crowley, 1986; Gilligan, 
1977). McGuinness et al. (2017) stated that these qualities 
help female directors and executives to manage the relation-
ship with stakeholders. Besides this, female directors pro-
vide diverse opinions in the boardroom; due to diversity in 
the discussion, the dynamics of the board are improved and 
this enhances decision making (Erhardt et al., 2003; Gul 
et al., 2011; Miller & Triana, 2009; Zahra & Pearce, 1989). 
The findings of the above studies suggest that gender diver-
sity on boards helps in making reasonable decisions and 
increases the tendency to promote the interests of sharehold-
ers by considering agency problems. As a result, there is an 
increased likelihood of dividend initiation and higher pay-
out ratios for dividends.

On the basis of above arguments, some studies have 
examined the influence of female directors’ participation on 
agency problems, for example, Jurkus et al. (2011), Chen 
et al. (2017), and Byoun et al. (2016) in the U.S. setting; Ain 
et al. (2020) and McGuinness et al. (2015) using Chinese 
data2; Pucheta-Martinez and Bel-Oms (2016) using data for 
Spanish firms; Saeed and Sameer (2017) studying emerging 
economies3; and Trinh et al. (2020) using U.K. data. These 
studies suggest that female participation on the board has an 
impact on dividend payouts but provide mixed results. 
Although these studies offer useful insights into the litera-
ture, their focus is on developed countries, with little consid-
eration paid to developing countries. In general, developing 
countries have different regulatory environments compared 
with developed countries (Beck & Levine, 2004; La Porta 
et al., 2000). The debate on agency problems in developed 
countries is also relevant in developing countries. Some 
institutional settings, for example, monitoring shareholders’ 
rights and government ownership of emerging economies, 
however, are different from developed markets. Therefore, 
these diverse market characteristics may affect decisions 
regarding dividend payouts differently.

Using 29,104 observations of Chinese listed firms from 
2003 to 2017, we analyze the influence of board gender 
diversity on dividend payout policy. Our results provide 

strong and robust evidence that the participation of female 
directors in the boardroom positively affects decisions 
regarding dividend payouts, and that independent female 
directors have more effect as opposed to female executive 
directors. Our results also suggest that the critical mass of 
female directors plays an important role on corporate boards, 
having more impact on dividend decisions when there are 
three or more female directors on the board. Furthermore, 
our study reports higher positive relationship between the 
participation of female directors and dividend payouts in 
state-owned firms. All of our findings are in line with the 
opinion that female participation on the board promotes CG 
and also uses the dividend payment policy as a tool in the 
reduction of agency cost.

This study provides several contributions to the litera-
ture. First, going beyond the studies of developed countries, 
our research provides evidence from the largest emerging 
economy in the world, China. Our research adds value to 
the literature on gender diversity, which mainly focuses on 
the business case for gender heterogeneity by examining 
the influence of gender diversity on firm’s dividend pay-
outs. This article provides evidence of a strong positive 
association between female directors on the board and divi-
dend payouts. Second, compared with previous studies, 
which have mainly focused on the institutional settings of 
developed countries (Byoun et al., 2016; Chen et al., 2017; 
Pucheta-Martinez & Bel-Oms, 2016), China has a different 
institutional setting. Therefore, it is important to study how 
a diversified board, with female directors, affects dividend 
payments in a different business environment. We consider 
the unique institutional factors of China while examining 
the governance role of female directors and dividend pay-
outs. Our study extends the prior literature by investigating 
how institutional variations within the country affect the 
governance role of female directors on decisions regarding 
dividend payouts. The distinctive nature of Chinese owner-
ship structure affects its institutional environment, share-
holder protection, and CG effectiveness (Shleifer & Vishny, 
1997). Thus, we contribute to institutional theory by pro-
viding novel evidence in China that gender diversity has a 
greater impact on the dividends payouts of state-owned 
enterprises (SOEs) than non-state-owned enterprises (non-
SOEs) and that dividend payments increase with state 
ownership.

Third, critical mass theory proposes that female direc-
tors have more effect on the board when there are three or 
more (Kanter, 1977; Kristie, 2011). Liu et al. (2014) and 
Gyapong et al. (2016) also reported that a critical mass of 
females has the most significant impact on firm perfor-
mance. Our study provides evidence that when the number 
of female increases from one to two, and from two to three, 
this results in more dividend payouts. These results suggest 
that when three or more female directors are involved on 
the board, they have greater ability to improve dividend 
payouts and free up corporate resources from the control of 
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insiders. Finally, we study whether independent and execu-
tive female directors demonstrate the same governance role 
in increasing dividend payouts. Our results report that only 
independent female directors significantly increase the div-
idend payouts, while executive female directors have an 
insignificant impact on dividends. This outcome contrib-
utes the literature by providing new insights regarding the 
governance role of females. Some previous studies have 
overlooked this question regarding whether executive and 
non-executive female directors have an equal effect on 
effective monitoring (Adams & Ferreira, 2009; Gul et al., 
2011; Nielsen & Huse, 2010).

The rest of the article is organized as follows: The next 
section defines the institutional background of China,  
followed by the “Theoretical Background” section. Details 
regarding hypothesis development are provided in the 
“Hypothesis Development” section, followed by the details 
of the empirical research design. Then the empirical results 
are reported, followed by details concerning endogeneity 
problems in “Endogeneity” section and robustness tests in 
the following section. Conclusions are provided in the last 
section.

Institutional Background of China

In Shenzhen in 1990 and in Shanghai in 1991, China 
allowed stock markets to open mainly to collect capital for 
the state and for state-controlled enterprises (SOEs), and 
the state continues to dominate much of the corporate econ-
omy (Areddy et al., 2008; Wang et al., 2011). The “struc-
ture of split shares” is well known in Chinese companies, 
through which two stock classes are traded publicly and 
two classes are not traded publicly. The publicly listed 
stocks include “A” and “B” shares. The A shares are 
denominated in renminbi, while B shares are denominated 
in Hong Kong Dollars (HKD) and in U.S. dollars. About 
two thirds of listed companies’ shares are not tradable. 
Among the non-tradable shares, about half are “legal  
person” shares, held by other Chinese companies, SOEs, or 
non-bank financial entities. The remaining non-tradable 
shares are state-owned shares, directly held by central or 
local government departments, or held by SOEs.

The majority of listed firms in Latin American, Western, 
and Asian countries (except China) are controlled and 
owned by financial institutions, individuals, and wealthy 
families (Morck & Steier, 2005). In these countries, the 
state has nothing to do with the ownership of corporations 
in most cases, but this situation is different in China. The 
Chinese economy is the second largest economy in the 
world, but compared with Anglo-Saxon countries (e.g., the 
United States, Australia, and the United Kingdom), China 
is viewed as a transitional and new economy with distinc-
tive features. Several studies have used the Anglo-Saxon 
environment to explain their concepts and conduct their 
research (Gulzar et al., 2019).

Li and Zhang (2010) provided evidence that the state 
serves as the sole controller and controls over 63.5% of  
entities’ ownership in China. Firth et al. (2016) reported  
that most firms in China provide little room for individual 
investors to influence corporate decisions. Based on state 
directives, the government (the fundamental controlling 
shareholder of most firms) is in more favor of cash dividend 
distributions to reduce free cash flows in firms and control 
managers’ preferences.4 Alternatively, private-owned firms 
face less political pressure and face more capital constraints 
in obtaining external equity and long-term debt compared 
with SOEs. Private-controlled firms depend on internal 
financing and distribute lower cash dividends. According to 
these arguments, dividend payments increase with state own-
ership (Bradford et al., 2013; Wang et al., 2011); their find-
ings are consistent with agency theory regarding dividend 
policy in that dividend payments allow the state to obtain 
disproportional benefits from firms.5

In the past two decades, the Chinese stock market has 
undergone some dramatic changes. The percentage of divi-
dend-paying firms increased from 50.92% in 2003 to 80.73% 
in 2017, as shown in Figure 1. The considerable percentage 
of government ownership in SOEs differentiates them from 
non-SOEs. Hence, it is important to study the cash dividend 
issues of Chinese listed firms.

Theoretical Background

In CG, the growing research on gender diversity has received 
increasing attention (Pucheta-Martinez & Bel-Oms, 2016). 
Some previous studies (Jensen, 1986; Rozeff, 1982) have 
emphasized agency theory by analyzing the impact of divi-
dend policy when there is a conflict of interest within the 
organization. Agency cost may be caused by asymmetric 
information between managers and shareholders; hence, it 
emerges as an agency problem. This situation makes inves-
tors more conscious and suspicious of future cash flows  
(Jensen & Meckling, 1976).

Grossman and Hart (1980) analyzed the way in which 
dividend payments mitigate agency problems by reducing 
free cash flows in companies. The dividend policy has been 
asserted to be a device for CG and, more precisely, a way of 
mitigating Jensen’s (1986) free cash flow problem, which 
thus reduces agency costs (Rozeff, 1982). Dividend payouts, 
debt-financing, and managerial equity ownership are noted 
as an effective mechanism to overcome agency problems in 
firms (Bathala & Rao, 1995).

Rozeff (1982) stated that dividend payouts are consid-
ered a mechanism for monitoring firms. Carter et al. (2010) 
asserted that the participation of female directors on boards 
leads to powerful control mechanisms because their pres-
ence increases the board independence and they tend to ask 
more questions. Kandel and Lazear (1992) showed that gen-
der diversity functions, such as a “watchdog” for sharehold-
ers, might also improve joint monitoring. Hence, female 
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directors on the board decrease agency problems concerning 
free cash flows as they are inclined to pay more dividends, 
thus leading to more incentives between managers and 
shareholders. Kandel and Lazear (1992) supported these 
views and stated that board gender diversity is associated 
with lesser holdings of cash and higher dividend payments. 
Byoun et al. (2013) demonstrated that women’s participa-
tion on boards reduces the problems of free cash flow and 
increases dividend payouts.

Hypothesis Development

Board Gender Diversity and Dividend Payouts

A significant function of CG is to monitor and resolve the 
agency problems that originate from conflicts of interest 
between shareholders and managers (Fama, 1980; Fama & 
Jensen, 1983; Jensen & Meckling, 1976). Agency problems 
connected with conflict of interests may comprise extra 
salaries and perquisites’ consumption by insiders (Jensen & 
Meckling, 1976); willingness to pursue firm growth such 
as developments unable to provide any benefit to external 
shareholders (Grossman & Hart, 1986); and the propensity 
to invest earnings in investments that are suboptimal 
(Jensen, 1986). La Porta et al. (2000) reported that, in line 
with the conflicts mentioned above, shareholders prefer to 
disgorge cash flows through dividend payments, because 
outside shareholders think that corporate insiders may use 
the extra cash for their own benefits or may invest ineffi-
ciently. The policies for dividend payments can be used as 
an essential mechanism for solving agency problems (Brav 
et al., 2005; Easterbrook, 1984). Academic literature also 

indicates that the board’s heterogeneity gives rise to more 
efficient and operative governance mechanisms (Adams & 
Ferreira, 2009; Hillman et al., 2007), that firms that have a 
high proportion of female non-executive directors are more 
inclined to pay dividends (Chen et al., 2017). Levit and 
Malenko (2016) also reported that gender heterogeneity 
may be able to promote dividend payments by protecting 
the interests of shareholders and improving governance 
mechanisms.

Furthermore, women directors are considered good 
monitors that strengthen the rights of shareholders. In this 
situation, shareholders force managers to pay more divi-
dends. Previous literature from advanced countries pro-
vides support for the monitoring role of female directors. 
For instance, Byoun et al. (2016), using U.S. corporations, 
and Pucheta-Martinez and Bel-Oms (2016), using Spanish 
firms, found that dividend payouts and gender heterogene-
ity are positively related with each other. Bae et al. (2012) 
asserted that a strong CG mechanism in firms is related to 
higher dividend payments and mitigates agency problems. 
Trinh et al. (2020) also demonstrated a positive relation-
ship between gender diversity and dividend payments. 
Finally, McGuinness et al. (2015) provided positive but 
insignificant results in this context, while Mustafa et al. 
(2020) showed negative relationship between gender 
diversity and dividend announcements.

Diversity on the board affects its efficiency at different 
levels, for example, the individual level and the team level. 
For instance, women directors are more focused on partici-
pating in monitoring (Adams & Ferreira, 2009), are more 
sensitive to difficult issues (Gul et al., 2011), and are more 
likely to follow the rules and regulations than men (Bernardi 

Figure 1. Percentage of listed firms paying cash dividends (2003–2017).



Ain et al. 5

& Arnold, 1997). Collectively, all the above studies suggest 
that female directors are more likely to follow the rules, are 
more sensitive to corporate issues, and are more focused on 
solving agency problems by increasing the efficiency of the 
governance mechanism and are more motivated to promote 
shareholders’ interest at the individual level. Liu (2018) indi-
cated that greater participation by female directors on the 
board leads to fewer lawsuit risks, and partly favors dividend 
payouts. Hence, we suppose that female directors are more 
likely to pay dividends at the individual level.

Previous literature shows that the participation of 
females at the team level is more likely to solve compli-
cated problems. Niederle and Vesterlund (2007) and 
Agarwal et al. (2016) reported that female directors adopt a 
style of leadership that portrays collaboration and trust, 
because this trust helps in the exchange of productive infor-
mation between board directors and the corporation. Gul 
et al. (2011) stated that board gender diversity provides dif-
ferent points of view and promotes the corporate board 
decision-making style. All above studies suggest that gen-
der heterogeneity provides a wide range of views by incor-
porating different perspectives, which ultimately results in 
better decisions, potentially including those decisions that 
are taken for the betterment of shareholder interest and to 
solve agency problems. Thus, from team-level perspective, 
we suppose that more diversity on boards is positively con-
nected with more dividend payouts. Thus, we hypothesize 
the following:

Hypothesis 1 (H1): Board gender diversity positively 
affects the dividend payouts.

The board’s monitoring tendency depends on its indepen-
dence (Chen et al., 2015; Osma, 2008). Bugeja et al. (2016) 
and Adams and Ferreira (2009) reported that the indepen-
dence of directors can be calculated as the percentage of the 
boards’ non-executive directors. Independent directors on 
the board are engaged more in a monitoring function than 
executive directors. Chen et al. (2017) asserted that, due to 
this effective monitoring, the payments of dividends are also 
increased. Fama and Jensen (1983) reported, from an agency-
theory standpoint, that independent non-executive directors 
resolve agency conflicts between the agent and principal. 
Empirical literature proposes that non-executive directors 
enhance the transparency of the firm (Knyazeva et al., 2013) 
and help to reduce managerial misappropriation (Setia-
Atmaja, 2010). These results show that independent direc-
tors are more likely to free up firm resources from the hands 
of insiders by increasing dividend payments than executive 
directors (Pucheta-Martinez & Bel-Oms, 2016).

Previous literature provides mixed outcomes on the rela-
tionship of executive versus independent directors with 
dividend payouts; for example, Saeed and Sameer (2017) 
found a negative relationship, Chen et al. (2017) found a 
positive relationship, while Pucheta-Martinez and Bel-Oms 

(2016) found no effect. On the other hand, Nekhili et al. 
(2020) and Lai et al. (2017) reported that women directors 
exhibit less opportunistic behavior and are more likely to 
increase dividend payouts (Hunter & Sah, 2014). Related to 
this point, if female directors are considered less opportunis-
tic, then they tend to increase dividend payouts. From the 
above discussion, we suppose that both female independent 
directors and female executive directors may affect divi-
dend payouts positively. However, we expect that this rela-
tionship is stronger for female independent directors because 
of their independence. Based on the above studies, we 
hypothesize the following:

Hypothesis 2 (H2): The board gender diversity and divi-
dend payouts relationship is stronger for female indepen-
dent directors than female executive directors.

The critical mass of female may also have a significant effect 
on the firm-level performance of corporations (Glazer & 
Kristol, 1976). Kanter (1977) reported that, due to male-
dominated boards, the achievements of female directors 
were downplayed, leading to their low participation. Spangler 
et al. (1978) asserted that, due to the minority of women 
directors on boards, the pressure of performance, the com-
munication gap, and role entrapment, the achievements of 
females on the board are diminished. Following critical mass 
theory, Kramer et al. (2007) proposed that female directors 
are considered more powerful when there are three or more 
on boards. Kristie (2011) recommended that the participation 
of one female director on board is token, two is presence,  
and three or more become voice. Gyapong et al. (2016) and 
Liu et al. (2014) provided evidence that when the participa-
tion of female directors on the board is high, they can signifi-
cantly affect firm performance and value. Based on the 
above, we hypothesize the following:

Hypothesis 3 (H3): The relationship between gender 
diversity and dividend payouts is stronger for  
female directors’ critical mass participation than 
token participation.

In most listed firms in emerging markets (such as China), the 
government retains the rights of controlling shareholders, 
unlike Western countries (Saeed & Sameer, 2017). Based on 
an OECD report, Buge et al. (2013) revealed that the per-
centage of government ownership percentage is extremely 
high in BRIC countries compared with other developed and 
developing countries. Some studies have illustrated that 
SOEs have high dividend payments compared with private 
firms (Bradford et al., 2013; Firth et al., 2016; Wang & 
Shailer, 2012). Blanchard and Shleifer (2000) reported that 
state-owned firms obtain advantages in terms of governance 
and unique commercial treatment. Due to this homogeneity 
in state ownership, firms that are owned by the state are con-
sidered to have an unusual relationship with government 
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banks. Accordingly, we argue that it is easier for state-owned 
firms to obtain finance, which mitigates unpredictability for 
Chinese listed firms.

Agency theory also provides support for the positive  
association between gender diversity and dividend payouts 
in SOEs of developing countries. Ben-Nasr, (2015) and 
Bradford et al. (2013) asserted that SOEs are more likely to 
suffer agency problems compared with non-SOEs. They 
identified two sources of agency problems; the first source is 
disagreements between controlling shareholders and manag-
ers, and the second source is the objective differences 
between politicians and firm owners (Menozzi et al., 2012). 
Jonge (2014) proposed that some empirical studies provide 
evidence for improving the governance structure of firms; 
SOEs are under pressure to increase the participation of 
females in boardrooms. SOEs may give an indication to soci-
ety regarding the administrative efficiency and better gover-
nance system of state-run firms and are likely to serve as 
“model enterprises” (Saeed et al., 2016). To overcome 
agency problems, dividend payments are considered a cru-
cial mechanism that gender-diverse boards can adopt. 
Therefore, we can hypothesize that gender-diverse boards 
are more likely to choose high dividend payouts in Chinese 
firms with government ownership, characterized by severe 
agency problems. Based on the above arguments, we hypoth-
esize the following:

Hypothesis 4 (H4): Board gender diversity has a higher 
impact on the dividend payments of SOEs as compared 
with non-SOEs.

Empirical Research Design

Study Sample

We acquired all the data from the China stock market and 
research database (CSMAR) for all A-share listed compa-
nies on the Shanghai and Shenzhen stock exchanges for  
the sample period (2003–2017). We chose China as our 
sample for several reasons. According to the World Trade 
Organization (2015), China’s rapid growth rate makes it  
the best representative of emerging markets. China is a  
key player in the global economy because of its human 
resources, rapid growth, and its share in world trade. 
Finally, state ownership is the major form of corporate 
ownership in China. Therefore, this country provides us 
with a better platform to study the influence of government 
ownership on firms’ financial decisions (e.g., dividend pol-
icy). We excluded all financial companies from our sample 
because their features are unique to these firms, which may 
bias our results (Liu et al., 2014; Sila et al., 2016). We also 
excluded all firms whose net profits exceeded their sales. 
These steps provided us a final sample of 29,104 firm-year 
observations from 2003 to 2017. The details of the com-
plete sample are provided in Table A1 across year and 

industry. The number of observations increases over time, 
which is consistent with China’s market growth share and 
consistent with (Du, 2014) and He and Luo (2018).

Variable Measurement

Our study examines the influence of gender diversity on 
the dividend payouts of Chinese listed firms. By following 
Adams and Ferreira (2009), Chen et al. (2017), and Liu 
et al. (2014), FEMALE is calculated using the percentage 
of female directors (FDP), dummy of female directors 
(FDD), percentage of female independent directors (FID), 
percentage of female executive directors (FED), female 
dummy (FD1) for having one female, FD2 for having two 
females and FD3 for having three of more females on the 
board. We have also used some other measures of gender 
diversity for robustness tests.

DIVIDEND is used as the dependent variable. Our study 
uses dividend payout ratio measured by total dividend to 
net income (DIVPR) as the first dependent variable, in line 
with Bradford et al. (2013) and Saeed and Sameer (2017). 
Our second measure is the total amount of dividends to 
total assets of the firm (DTA) (Chen et al., 2017). In the 
robustness analysis, we adopted two other measures of div-
idend payouts: dividend dummy (DD); and dividends over 
sales (DSAL).

On the basis of the literature, we included different con-
trol variables. BDI is the independence of the board and is 
measured as the proportion of independent directors. BDS is 
measured as the total number of directors on the board. 
Pucheta-Martinez and Bel-Oms (2016) reported that board 
size and dividend payments are positively associated. Firm 
performance is also a control variable (TOBINQ and ROA), 
measured as market value over total assets and net income 
over total assets, respectively. Byoun et al. (2016), Chay and 
Suh (2009), and Lintner (1956) reported a positive associa-
tion between firm performance and dividend payments. 
FSIZE is measured as the natural log of total assets, and it 
defines the firm size. Previous studies have shown that firm 
size has a positive relation with dividend payments (Denis 
& Osobov, 2008; Fama & French, 2001). We also use LEV 
as a control variable, which is calculated as the total debt of 
the firm over total assets. We expect a negative relationship 
between leverage and dividend payments. Jensen et al. 
(1992) asserted that firms that are highly leveraged are 
likely to pay less dividends because they need internal cash 
for the payment of debts to creditors. RETA measures the 
ratio of retained earnings over total assets (Byoun et al., 
2016; DeAngelo et al., 2006). We also include FCF, which 
is the free cash flow position of the firm and has a positive 
association with dividend payouts (Adjaoud & Ben-Amar, 
2010). Finally, dividend payouts may differ through indus-
tries and years; to control this, we include year and industry 
dummies in all regressions. A detailed description of all the 
variables is presented in Table 1.
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Estimation

To analyze the relationship between gender diversity and 
dividend payouts, we ran least square regressions. Numerous 
studies on gender diversity and dividend payments (Chen 
et al., 2017; Dezhu et al., 2019; McGuinness et al., 2017) 
have employed the same method to analyze the results. The 
model specification is as follows:

DIVIDEND FEMALE LEV

TOBINQ ROA BDS
it it= + +

+ + +

     

   

α β β

β β β
1 2

3 4 5

++ + +

+ + +
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t
i

it+ + ++Σ Σ ε ,

 (1)

where the dependent variable is DIVIDENDit (measured by 
DIVPR and DTA), Σindustryt

i  is the industry fixed effect, 
Σyeart

i  is the year fixed effect, and ε is the error term.

Empirical Analysis

Descriptive Statistics

Table 2 presents the details of the statistics, which include 
observations, mean, median, 25th quartile, median, and 75th 
quartile. Analysis shows that 68.1% of firms pay a cash divi-
dend, and 12.8% of directors are female across the sample. 
The percentage of independent and executive directors is 
only 5.2% and 7.6%. Besides this, FD1, FD2, and FD3 have 
36.9%, 20.1%, and 7.8% means, respectively. This is consis-
tent with Nguyen et al. (2013). Further variables demonstrate 
the appropriateness of the sample. For instance, the size of 
the firm is 21.796, board size on average is 8.917, and 36.7% 
of board directors are independent.

We also compare the characteristics of firms having 
female directors (diversified board) with those that do not 
have female directors on board (non-diversified board) in 
un-reported results.6 In a nutshell, firms having female 
directors on boards are associated with significantly 
higher dividend payments as compared with firms that do 

Table 1. Variable Measurement.

Variable Definition

Dependent variables
 DIVPR Total dividend over net income
 DTA Dividends in cash over total assets
 DD If the company distributes dividends, the dummy variable is equal to 1; otherwise it is zero
 DSAL Dividends in cash over sales
Independent variables
 FDP The percentage of female directors on the board to board size
 FDD Dummy variable is equals to 1 if the board has at least one female; otherwise it is zero
 FID Percentage of independent female directors on the board to board size
 FED Percentage of female executive directors on the board to board size
 FNUM Total number of female directors on the board
 LFNUM Lag of the total number of female directors on the board
 FCEO Dummy variable, if the CEO is a woman, is equal to 1; otherwise it is zero
 LFCEO Dummy variable, if the CEO is a woman in t−1 year, is equal to 1; otherwise it is zero
 FBI Blau index: 1–Σ i

n
iP=1
2, where Pi is the percentage of each category and n = 2 (male and female)

 FSI Shannon index: –Σ i
n

i iP lnP=1 , where Pi is the percentage of each category and n = 2 (male and female)
 FD1 Dummy variable is equals to 1 if the board has only one female; otherwise it is zero
 FD2 Dummy variable is equals to 1 if the board has two females; otherwise it is zero
 FD3 Dummy variable is equals to 1 if the board has three or more than three females; otherwise it is zero
Control variables
 Corporate governance (CG) variables
  BDS Total number of directors on the board
  BDI Total number of independent directors on the board over board size
  CEOT Number of years as CEO
  CEOD If the CEO is also the Chairman of the Board, the CEO duality is equal to 1, otherwise zero
 Financial variables
  ROA Net income over total assets
  TOBINQ Market value over total assets
  LEV Total debt (short + long term) over total assets
  RETA Retained earnings of the firm over total assets
  FSIZE Logarithm of total assets
  FGROW Change in the total assets of the firm
  FCF Free cash flow position of the firm
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not in both dividend measures. In addition, when it comes 
to the characteristics of CG, the picture is quite mixed. 
Diversified firms tend to have a higher proportion of 
independent directors and are therefore more probable to 
have duality. Diversified firms are more likely to have 

larger board size, firm size, and firm growth but smaller 
CEO tenure.

Table 3 presents the distribution of female directors in 
relation to whether the firm pays a dividend or not. The 
results show that the difference of FDP in dividend-paying 
and non-dividend paying firms is 0.019, which is positive 
and significant at the 1% level. These results are consistent 
with our main findings and demonstrate a positive associa-
tion between female directors and dividend payouts.

To check multicollinearity, we performed a Pearson cor-
relation coefficient test among all the variables of the main 
regression, and the outcomes are reported in Table 4. 
According to the literature for the acceptable magnitude of 
correlation, a correlation level of 0.8 or more creates the 
problem of multicollinearity (Field, 2005). Similarly, Liu 
et al. (2014) report that a value of 0.7 is a sign of multi-
collinearity. The findings in Table 4 reveal some high corre-
lations (highlighted). However, this high correlation is 
among the dependent variables and gender-diversity vari-
ables, which are used alternatively in separate regressions. 
Furthermore, we also performed variance inflation factor 
(VIF) test to recheck this issue.7 Based on these outcomes, 
we conclude that our study has no multicollinearity issues.

Regression Analysis

Table 5 presents the results of main regression. We used least 
squares regression, following Chen et al. (2017). The results 
in Table 5, Columns 1 and 3, where the explained variable is 
dividend payout ratio, show that gender diversity measures 
on the board increase dividend payouts and that they have a 
positive association (FDP = .045, t-stat = 4.167 and FDD = 
0.009, t-stat = 3.335). These results are matched with the 
results in Columns 2 and 4 (FDP = 0.004, t-stat = 3.402 and 
FDD = 0.001, t-stat = 2.736), where the dependent variable 
is divided over total assets. These values are significant at the 
1% level and support H1. The participation of female direc-
tors on the board improves its monitoring in two ways 
(Adams & Ferreira, 2009; Gul et al., 2008). First, through 
distinctive cognitive and psychological features, female 
directors may improve the monitoring of boards. These char-
acteristics differentiate their decision-making capabilities 
from those of their male counterparts (Man & Wong, 2013; 
Pucheta-Martinez & Bel-Oms, 2016). Second, female direc-
tors create intra-director monitoring, improving male direc-
tors’ monitoring behavior (Adams & Ferreira, 2009; Kandel 
& Lazear, 1992) and efficiency. As a result, dividend payouts 
increase, and agency conflicts are reduced (Byoun et al., 
2016; Chen et al., 2017). Jensen and Meckling (1976) postu-
lated that efficacy in the monitoring of the board may reduce 
managerial rent-seeking behavior, and this outcome is con-
sistent with agency theory.

Regarding the control variables, BDS positively influ-
ences the dividend policy, which is in line with Chen et al. 
(2017). On the other hand, LEV shows significant negative 

Table 2. Descriptive Statistics.

Mean M SD P25 Median P75

DIVPR 0.113 0.205 0 0.05 0.15
DTA 0.014 0.020 0 .007 0.018
DD 0.681 0.466 0 1 1
DSAL 0.028 0.047 0 0.012 0.035
FDP 0.128 0.122 0 0.111 0.222
FDD 0.673 0.469 0 1 1
FNUM 1.113 0.053 0 1 2
FID 0.052 0.076 0 0 0.111
FED 0.076 0.106 0 0.061 0.125
FCEO 0.057 0.231 0 0 0
FD1 0.369 0.482 0 0 1
FD2 0.201 0.401 0 0 0
FD3 0.078 0.268 0 0 0
FBI 0.193 0.159 0 0.198 0.346
FSI 0.306 0.235 0 0.349 0.53
BDI 0.367 0.327 0.333 0.333 0.4
BDS 8.917 0.446 8 9 9
LEV 0.514 0.155 0.279 0.446 0.609
TOBINQ 4.71 1.848 1.371 1.948 3.03
ROA 0.156 0.055 0.027 0.052 0.083
CEOT 2.916 0.425 0.917 2 3.833
CEOD 0.237 0.839 0 0 0
RETA 0.318 37.518 0.071 0.141 0.221
FSIZE 21.796 1.328 20.876 21.641 22.527
FGROW 0.514 4.739 0 0.1 0.25
FCF 0.716 0.655 0.319 0.552 0.885

Note. This table presents the descriptive statistics of variables. For details 
of all variables, see Table 1.

Table 3. Difference and Differences Test for Firms That Pay 
Dividends Compared with Those That Do Not.

Variable

Dividend = Yes Dividend = No

DifferenceDD = 1 M DD = 0 M

FDP 19,808 0.128 9,296 0.110 0.018***
FDD 19,808 0.68 9,296 0.658 0.022***
FID 19,808 0.056 9,296 0.027 0.029***
FED 19,808 0.073 9,296 0.082 −0.009
FD1 19,808 0.369 9,296 0.367 0.003***
FD2 19,808 0.205 9,296 0.194 0.011**
FD3 19,808 0.081 9,296 0.072 0.009***

Note. This table shows the difference and differences test for firms that 
pay dividends as compared with firms that do not. Variables are as defined 
in Table 1.
*, **, and *** indicate significance at the 10%, 5%, and 1% levels, 
respectively.
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results. Debt and a high payout policy are both ways to miti-
gate Jensen’s (1986) free cash flow problem, and LEV’s neg-
ative sign is thus understandable (see Benito & Young, 
2003). TOBINQ has a significant positive effect on dividend 
payouts (Ye et al., 2019). CEOT also shows positive signifi-
cant results. The relationship between FSIZE and dividend 
payouts shows a positive effect (Denis & Osobov, 2008) 
which demonstrate that large companies have more net 
income, thereby providing conditions for paying dividends 
and, are more likely to reduce the agency cost, and thus pre-
fer to adopt dividend distributions as a way of reducing 
agency problems (Ye et al., 2019).

Next, to test H2, we re-estimated the female directors and 
dividend payout relationship by dividing female directors in 
two groups: (a) female independent directors FID; and (b) 
female executive directors FED and re-run the regression. 
The findings are presented in Table 5 (Columns 5 and 6) and 
indicate that, by using DIVPR, independent female directors 
have positive significant results (FID = 0.058, t-stat = 
3.432), while FED has positive insignificant results (FED = 
0.011, t-stat = 0.870). These findings are consistent when 
we used DTA as the dependent variable (FID = 0.004, t-stat 
= 2.522) and (FED = 0.001, t-stat = 1.210). These findings 
support H2 and demonstrate that gender diversity on board 
increases dividend payouts by having women independent 
directors on the board, this effect becomes more pronounced. 
The findings also suggest that female independent directors 
have more incentives to decrease confiscation through free-
ing up resources from insiders’ hands (Easterbrook, 1984). 
The results in Table 5 provide relatively strong evidence of 
women independent directors’ positive impact and insignifi-
cant evidence of women executive directors’ positive impact 
on dividend payouts. Generally, our findings indicate that 
the positive impact of female directors on dividend payouts 
mainly comes from the monitoring effect of female indepen-
dent directors rather than the executive effect of female 
executive directors. Our findings are compatible with Chen 
et al. (2017), who also found positive results between inde-
pendent female directors and dividend payouts, but incon-
sistent with Pucheta-Martinez and Bel-Oms (2016). The 
main reason for this difference is the institutional settings of 
both countries.

Next, we examined the critical mass theory postulation 
that having more female directors on the board also increases 
the dividend payouts. For this purpose, we replaced the board 
gender diversity measures with FD1, FD2, and FD3. The 
outcomes are reported in Table 5 (Columns 7 and 8) using 
both ratios. DIVPR results suggest that female directors and 
dividend payouts are positively associated when the board 
has only one female (FD1 = 0.005, t-stat = 1.660). However, 
when we increase the participation of females on the board to 
two, this further increases the dividend payouts (FD2 = 
0.009, t-stat = 2.530). The most extreme influence occurs 
when the board has three or more female directors (FD3 = 
0.029, t-stat = 5.616). The results are consistent when we 

used DTA as dependent variable for one (FD1 = 0.001, t-stat 
= 1.513), two (FD2 = 0.003, t-stat = 2.219), and three or 
more female directors (FD3 = 0.005, t-stat = 4.122), show-
ing significant positive association with dividend payouts.8 
The above findings provide support for H3 that a subsequent 
increase in the number of the female also increases the divi-
dend payouts. Theoretically, our findings are compatible 
with Kramer et al. (2007) and Kristie (2011), who suggested 
that having three or more females on the board provides the 
greatest impact. Empirically, our results also support previ-
ous studies (Ahmed & Ali, 2017; Liu et al., 2014).

Furthermore, to test whether board gender diversity is 
expected to lead to higher dividends in SOEs, we divided the 
sample into SOEs and non-SOEs. If the firm was owned by 
the state or government, we considered it an SOE; otherwise, 
it was treated as a non-SOE. The results are presented in 
Table 5 (Columns 9 and 10) for SOEs, revealing a higher 
significant positive relationship between gender diversity 
and dividend payments. The results of DIVPR (FDP = .066, 
t-stat = 3.194) and DTA (FDP = .021, t-stat = 2.019) con-
firm that board gender diversity has a higher impact on the 
dividend payments of SOEs compared with non-SOEs 
(Columns 11 and 12), given the values for DIVPR (FDP = 
.019, t-stat = 1.754) and DTA (FDP = .002, t-stat = 1.670). 
These findings provide support for H4, and also partly sup-
port Lam et al. (2012) and Bradford et al. (2013), who 
showed that state-owned firms in China are associated with 
larger cash dividend payments.

Endogeneity

As everyone knows, CG researchers, especially those who deal 
with the structure of boards, face the possible problem of endo-
geneity. It can be argued that females are inclined to join the 
board in discrete groups, not randomly, which may be a result 
of biased coefficient estimations. Bilimoria and Piderit (1994) 
reported that it is the woman’s choice that determines which 
firm’s board she wants to join. There may also be a possibility 
that firms pay more dividends because of some other factors, 
for example, board structure, ownership structure, or some 
other economic firm variables other than gender diversity on 
the board. Thus, it may be possible that our findings are just a 
coincidence. To address potential endogeneity, we adopted 
various methods. To overcome the omitted variable, we use the 
instrumental variable (IV) approach. We used the lag of the 
explanatory variable for reverse causality. Finally, to address 
the problem of selective bias, we use the PSM approach.

Reverse Causality

Gul et al. (2011) and An and Zhang (2013) used the lag of 
gender diversity measures in their studies. To control for 
reverse causality, we used the lag of t−1, t−2, and t−3 years 
(Dittmann et al., 2010; Joecks et al., 2013), as female direc-
tors may require some time to understand the functions of the 
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board and to perform their monitoring roles successfully. 
Table 6 reports that board gender diversity and dividend pay-
outs are positively associated, which provides further sup-
port for our results.

Two-Stage Least Squares

The results of our study are compatible with the findings of 
Chen et al. (2017), but still face the problem of endogeneity. 
One endogeneity problem is the problem of omitted variables. 
Although our study utilizes year and industry dummies to con-
trol the potential determinants of dividend payouts, they could 
be still affected by some unobservable variables. We therefore 
need to find an appropriate IV that has no direct relation with 
the policy of dividend payment, but that should be able to 
influence gender diversity directly. We used the lag (LFDP), 
then the industry average of FDP (IAFDP) of gender diversity 
measures, and finally both lagged values and IAFDP as an 
instrument variable (Chen et al., 2015; Lin et al., 2013). 
Numerous researches have utilized the industrial average to 
build an instrument variable (Chen, 2015; Huang & Mazouz, 
2018; Kim et al., 2017; Liu et al., 2014). Based on these stud-
ies, we consider that these IVs are suitable for our study.

The findings of the first-stage regressions are reported 
in Panel A of Table 7, by using the dependent variables as 
FDP and FDD after including the above instruments as 

independent variables and all the control variables used in 
the main regression. For the sake of brevity, we report only 
the coefficients of main variables. FDP and FDD are signifi-
cantly positively correlated with IAFDP and LFDP consis-
tent with the rationale of instruments and demonstrate that 
our instruments are valid (Ye et al., 2019). In Panel B using 
DIVPR and DTA as dependent variables and gender diversity 
measures FDP and FDD as independent variables, we run 
the second-stage regressions. The findings in Table 7 verify 
that the results are consistent with our main hypothesis.

Propensity Score Matching (PSM)

Self-selection bias may be another possible issue in the validity 
of our least squares outcomes. This posits that heterogeneous 
boards and non-heterogeneous boards have different character-
istics, and that it is possible that, due to these characteristics, 
firms pay a higher dividend, instead of female directors’ pres-
ence on the board (Usman et al., 2019). To resolve this prob-
lem, we followed the literature (Chen et al., 2017; Faccio et al., 
2016; Liu, 2018) and employed PSM.9 This was achieved first 
by using the logit model to estimate the probability that the 
company will hire female directors, including the same control 
variables used in the main regression. Using this method, a 
control group (i.e., companies without female directors) was 
determined for each company related to the treatment group 

Table 6. Lag of Gender Diversity Measures.

Variable

DIVPR

(1) (2) (3) (4) (5) (6)

LFDP(t−3) .074*** (6.252)  
LFDP(t−2) .065*** (5.441)  
LFDP(t−1) .062*** (5.632)  
FDD(t−3) .014*** (5.199)  
FDD(t−2) .015*** (5.451)  
FDD(t−1) .014*** (5.451)
Controls, industry and year FE YES YES YES YES YES YES
R2 .257 .262 .255 .255 .255 .255
Observations 21,417 22,140 23,139 21,417 22,140 23,139

Variable

DTA

(1) (2) (3) (4) (5) (6)

FDP(t−3) .003*** (2.858)  
FDP(t−2) .003*** (2.883)  
FDP(t−1) .003*** (3.370)  
FDD(t−3) .001** (2.508)  
FDD(t−2) .001*** (3.540)  
FDD(t−1) .001** (3.503)
Controls, industry and year FE YES YES YES YES YES YES
R2 .185 .184 .182 .185 .185 .185
Observations 21,417 22,140 23,139 21,417 22,140 23,139

Note. Variables are as defined in Table 1. t-statistics are reported in parentheses.
*, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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(i.e., companies with female directors). The control group was 
considered to have no distinct characteristics other than gender 
diversity. The PSM results are listed in Table 8 (Panel A). The 
coefficients of FDP and FDD are consistent with previous 
findings.

Fixed-Effect Method (FEM)

There is a critical issue with the ordinary least squares meth-
odology, which is endogeneity. One might argue that the 
association between female directors and dividend payouts 
may be affected by unobservable characteristics at the com-
pany level. Hence, after including the company’s fixed 
effect and the company’s year fixed effect, the model was 
estimated again. The findings are reported in Table 8 

(Panel B) and confirm our main results and demonstrate 
that board gender diversity increases dividend payouts. To 
control for heteroskedasticity and auto-correlation, we also 
ran fixed effect regression with robust standard errors. The 
results also provide support for our previous findings.10

Robustness Tests

Gender Diversity, Financial Crisis, and Dividend 
Payouts

Our sample period was from 2003 to 2017, so it includes 
the global financial crisis that started in 2007. Although 
the exact beginning of the crisis is still controversial in 
academia (González, 2016), there is no doubt that it had an 

Table 7. Two-Stage Least Square (2SLS) Regression.

Panel A: First-stage regression

Variable

Dependent variable = FDP Dependent variable = FDD

(1) (2) (3) (4)

IAFDP 0.096*** (3.856) 0.016*** (2.898)  
LFDP 0.053*** (4.712) 0.057*** (3.693)
Controls, industry and year FE YES YES YES YES
Observations 24,142 23,139 24,142 23,139

Panel B: Second-stage regression

Variable

DIVPR DTA

(1) (2) (3) (4)

FDP 0.076*** (5.853) 0.006*** (4.647)  
FDD 0.028*** (6.145) 0.002*** (4.151)
Controls, industry and year FE YES YES YES YES
R2 .254 .252 .242 .241
Observations 23,139 23,139 23,139 23,139

Note. Variables are as defined in Table 1. t-statistics are reported in parentheses.
*, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.

Table 8. Endogeneity.

Variable

DIVPR DTA

(1) (2) (3) (4)

Panel A: Propensity score matching (PSM)
 FDP 0.039*** (3.431) 0.003*** (2.825)  
 FDD 0.007** (2.312) 0.001** (2.169)
 Controls, industry and year FE YES YES YES YES
 R2 0.262 0.262 0.261 0.260
Panel B: Fixed-effect method (FEM)
 FDP 0.010*** (4.178) 0.023** (2.273)  
 FDD 0.001** (1.992) 0.006* (1.790)
 Controls, industry and year FE YES YES YES YES
 R2 .117 .117 .122 .122

Note. Variables are as defined in Table 1. t-statistics are reported in parentheses.
*, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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influence on most of the companies (Fahlenbrach & Stulz, 
2011). Here, our main focus is on whether gender diversity 
on the board still has a positive impact on dividend payouts 
after controlling for the impact of financial crises. For this, 
we created a dummy variable (CRISISD) as a measure for 
the financial crisis when company exists in 2007 and 2008, 
it is equal to 1; otherwise 0 (An & Zhang, 2013). In Table 9 
(Panel A), our results are similar with the outcomes of 
Floyd et al. (2015) in that although firms still paid divi-
dends, the dividend payout ratio continued to decline grad-
ually during the financial crisis. We also report that the 
FDP and FDD still had a significant positive relationship 
with dividend payouts. Therefore, our conclusions are not 
affected by the financial crisis.

Blau Index and Shannon Index

Based on the recent literature, we used two comprehensive 
(alternative) proxies for gender diversity, that is, the Blau 
index (FBI) (Blau, 1977) and the Shannon index (FSI) 
(Shannon, 1948). The outcomes are reported in Table 9 (Panel 
B), which also shows the positive relationship of FBI and FSI 
with dividend payouts. Besides these comprehensive mea-
sures, we also used other measures of gender diversity such as 
the number of female directors (FNUM), the lag of numbers 
of female directors (LFNUM), female CEOs (FCEO), and the 
lag of female CEOs (LFCEO). The results remain robust. For 
the sake of brevity, we do not report the results.

Further Tests

Alternative estimation model. In our baseline regression 
analysis, we used the least square analysis. Hence, to eradi-
cate the bias of measuring methods, we used the logit 

regression model by using dividend dummy (DD) as a 
dependent variable. Changing the estimation model does 
not alter our key conclusions. For the sake of brevity, we do 
not reveal the findings.

Alternative dependent variable. We also used DSAL (ratio of 
dividend over sales) as a dependent variable in the least 
squares method. The outcomes remain robust and corre-
sponding results are not shown for brevity.

Summary and Conclusions

Our study provides a novel insight and finds reliable evi-
dence that the involvement of female directors on the board 
has a positive influence on dividend payment by controlling 
the CG and other firm-related variables such as size of the 
firm, board size, leverage, and cash flow. The outcomes of 
our study are also in accordance with Adams and Ferreira 
(2009), who suggested that female participation may improve 
agency problems by enhancing the monitoring ability of 
boards. The results also support critical mass theory, which 
suggests that three or more females on the board have more 
influence on dividend payments compared with only their 
token participation (Kanter, 1977; Kristie, 2011). The results 
also show that independent female directors increase the 
dividend payments of firms, whereas female executive direc-
tors have no impact on dividend payouts, indicating that 
females are not a uniform group. Furthermore, we show that 
gender diversity has a greater influence on the dividends 
payouts of SOEs than non-SOEs (Wang et al., 2011).

The findings of our study have several implications for 
policy, practice, and theory. The results support the argu-
ment that the effectiveness of the board is improved due to 
female participation. The policy implications for our study 

Table 9. Robustness Tests.

Variable

DIVPR DTA

(1) (2) (3) (4)

Panel A: Gender diversity, financial crisis and dividend payouts
 FDP 0.045*** (4.167) 0.004*** (3.402)  
 FDD 0.009*** (3.335) 0.001*** (2.736)
 CRISISD −0.014* (−1.676) −0.014* (−1.688) −0.002*** (−2.908) −0.002*** (−2.918)
 Controls, industry and year FE YES YES YES YES
 R2 .154 .154 .142 .142
 Observations 24,142 24,142 24,142 24,142
Panel B: Blau and Shannon index
 FBI 0.037*** (4.445) 0.003*** (3.557)  
 FSI 0.024*** (4.316) 0.002*** (3.448)
 Controls, industry and year FE YES YES YES YES
 R2 .255 .254 .242 .242
 Observations 24,142 24,142 24,142 24,142

Note. Variables are as defined in Table 1. t-statistics are reported in parentheses.
*, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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are exhibited in two aspects. The first aspect concerns the 
gender diversity of the board. Adams and Kirchmaier (2016) 
reported that for the implementation of gender quotas in 
listed companies, European countries frequently announce 
relevant laws. Our research indicates that female directors 
may have value in relation to CG, which is relevant to poli-
cymakers. The second aspect concerns the career develop-
ment of females. To resolve the agency problems in CG, 
gender diversity on the boards is likely to offer a wide range 
of views on such issues. Therefore, to encourage career 
development, policymakers must initiate some professional 
training to improve skills and construct a rational competi-
tive atmosphere for females.

The practical implications of our article concern its sup-
port for the belief that gender diversity is a vital issue for CG. 
The findings suggest that female participation on the board 
may expand the firm-level governance in emerging econo-
mies, where investors’ protection is inclined to be weak. Our 
study highlights the diversity practice of China at the board-
room level and also guides the regulatory bodies of China on 
this issue. As due to this growing concern, a better under-
standing for the role of female director in improving CG will 
help academics, policymakers, and regulators in decision 
making about the value of female directors. Regarding 

theoretical implications, our study extends agency theory by 
signifying that the female directors on the board improve its 
effectiveness. Furthermore, our results also contribute new 
insights regarding how the governance role of female direc-
tors is affected by country-specific institutional factors and 
provide support to the recommendations of regulatory bodies 
around the world on gender diversity in the boardroom. More 
precisely, gender diversity on board can strengthen China’s 
poor governance system.

Our study also has some caveats, which may provide fruit-
ful insights for future research. First, due to data limitations, 
we were unable to include other characteristics of female 
directors, such as their experience, education, and expertise. 
Second, we encountered only a few institutional factors in 
examining the female governance role. Future studies can also 
include other within country institutional factors such as con-
centrated ownership, family-owned firms, and developed-
region firms, and can observe the results by differentiating 
between publicly and privately owned listed companies. 
Third, we were unable to use company buybacks (share repur-
chase) in our study due to data unavailability. Further studies 
may also include this. Finally, future studies can also include 
the effect of mergers and acquisition (M&A) deals on the rela-
tionship between gender diversity and dividend payouts.

Table A1. Sample Distribution by Year and Industry.

Industry  
code

Year
Total by 
industry2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

A 23 28 29 29 32 31 30 39 40 38 39 39 43 43 43 526
B 19 23 23 24 31 30 39 49 53 58 59 63 67 69 69 676
C0 49 50 51 55 56 57 62 73 83 85 89 96 101 113 125 1,145
C1 44 51 52 55 57 59 58 61 67 74 74 77 78 80 86 973
C2 2 3 4 4 3 5 6 8 9 13 13 14 14 21 31 150
C3 22 24 24 28 28 32 33 39 43 41 44 44 46 50 54 552
C4 112 119 118 126 134 140 151 194 225 242 245 254 268 291 326 2,945
C5 110 119 121 133 154 164 191 262 308 351 357 373 409 456 534 4,042
C6 100 109 113 117 128 133 146 168 180 186 187 199 210 221 239 2,436
C7 103 114 116 110 124 134 150 207 251 268 274 298 326 370 410 3,255
C8 73 86 84 88 88 93 104 125 139 138 136 145 158 173 207 1,837
C9 43 49 48 51 57 60 63 77 81 90 96 104 109 123 146 1,197
D 55 64 62 65 68 69 66 73 78 100 99 109 115 126 144 1,293
E 22 24 24 30 33 32 40 39 47 59 62 64 75 86 94 731
F 45 45 49 54 55 57 63 70 73 77 79 79 83 86 94 1,009
G 35 40 41 45 48 55 74 100 120 119 130 137 154 208 242 1,548
H 87 89 91 92 88 89 95 108 119 146 148 146 148 150 158 1,754
J 56 57 57 60 63 71 83 112 115 131 124 120 123 118 116 1,406
K 16 19 19 21 25 28 33 44 51 37 39 46 56 77 102 613
L 4 3 3 4 5 6 9 12 18 23 24 28 38 46 56 279
M 65 64 64 67 62 64 63 57 57 28 29 29 31 28 29 737
Total by year 1,085 1,180 1,193 1,258 1,339 1,409 1,559 1,917 2,157 2,304 2,347 2,464 2,652 2,935 3,305 29,104

Note. A = agri-business; B = mining; C0 = drinks and food; C1 = footwear, textile, and clothing; C2 = wood processing and furniture; C3 = printing 
and papermaking; C4 = chemical, petroleum, and plastic; C5 = electronic industry; C6 = non-metallic and metal industry; C7 = instruments, equipment, 
and machinery; C8 = medicine industry; C9 = others; D = public utilities; E = construction; F = warehousing and transportation; G = information 
technology; H = wholesale and retail; J = real estate; K = social services; L = culture and communication; M = conglomerates.
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Notes

 1. http://www.gender-map.com/
 2. The study of McGuinness et al. (2015) focused on other 

impacts of salient demographics and characteristics on cor-
porate dividend policy (e.g., CEO age, CEO tenure, CEO 
duality). However, this study excluded and provided no contri-
butions regarding (a) the significant contributions of females 
in reducing agency problems (by providing robust evidence); 
(b) the effect of independent versus executive female direc-
tors; (c) the critical mass of female directors; and (d) the own-
ership structure.

 3. Saeed and Sameer (2017) suggested that women directors on 
boards use conservative policies and reported significant nega-
tive results using data from emerging economies.

 4. Chinese financial regulators have adopted different strategies 
to urge listed companies to increase cash dividend distribu-
tions with the objective of reducing agency problems since 
the 1990s. These regulators have more control over state-con-
trolled firms.

 5. Wang et al. (2011) reported that a part of the dividends is paid 
by investors to the state in the form of taxes.

 6. These results are available upon request.
 7. The results are also reported in Table 4 and show that none of 

the VIF values exceed 2.443, which is well below the accepted 
level of 10 (Gujrati, 2003).

 8. We have also checked the results by adding FD1, FD2, and 
FD3 in separate regressions and found the same results as 
before. These results are available upon request.

 9. Specifically, we use this method without any replacement. 
Matching without any replacement means that the same firm 
with one or more female directors can only be matched with 
only one all-male director company.

10. A fixed-effect regression with robust standard errors deals 
with possible heterogeneity and auto-correlation. Our conclu-
sions are robust; for the sake of brevity, the corresponding 
results are not shown.
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