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Special state aid measures during COVID-19 and
corporate dividend policy: Early evidence from Polish
public companies’

Marta Kluzek?, Katarzyna Schmidt-Jessa’

Abstract: The main aim of this paper is to verify whether companies that received spe-
cial state aid as part of anti-crisis help to mitigate the negative effects of the coronavi-
rus pandemic decided to pay dividends in 2020. The probability of paying dividend
was lower for companies that were granted state aid, the variable was statistically sig-
nificant and the impact was relevant. Among Polish listed companies those ones that
received state aid and paid dividends were of average size and age but had the highest
level of cash ratio and the lowest level of debt. If a similar crisis occurs in the future the
main task for policymakers will be to provide more directed and unambiguous aid for
companies in order to avoid unproductive spending as well as to provide general rules
that will restrict dividend payment for beneficiaries of any state-aid.

Keywords: COVID-19, state-aid, dividends, pay-out policy.
JEL codes: G10, G35, H76.

Introduction

According to the signalling theory (Bhattacharya, 1979) the market reacts neg-
atively to information about reducing or discontinuing dividends while react-
ing positively to information about paying or raising dividends. At the same
time dividend policy depends on many factors which include stock market
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capitalization, net income, cash and debt (Brav, Graham, Harvey, & Michaely,
2005; Fama & French, 2002), growth opportunities (Lang & Litzenberger,
1989) or the age of the company (Leary & Michaely, 2011). However, the mi-
croeconomic characteristics of companies—crucial for determining dividend
policy—are inextricably linked to what is happening on the macro level. For
example Hauser (2013) pointed out that dividend cuts were a common result
of the global financial crisis of 2007-2009. The tightening of dividend policy
in the face of the crisis does not seem surprising, especially when the crisis
had its origins in the financial sphere. However, Krieger, Mauck and Pruitt
(2020) have shown that also the coronavirus pandemic contributed to sig-
nificant reductions or even non-payment of dividends. While such action by
companies seems intuitive and logical one might wonder how the dividend
policy of companies corresponds to the aid that companies received to miti-
gate the negative effects of the pandemic and the restrictions introduced. Have
the companies that received state aid paid dividends or have they waived divi-
dends? In April 2020, i.e. at the beginning of the pandemic, Niamh Brennan
(Sullivan, 2020) indicated that paying dividends while receiving state aid is
“absolutely morally questionable”. It is worth noting, however, that regulations
formulated by the European Commission under the “Temporary State Aid
Framework” (European Commission, 2020) do not prohibit the payment of
dividends to companies that have received aid unless the company has used
recapitalization aid instruments in connection with COVID-19. In addition
to EU regulations, individual member states enact their own law that regu-
lates the payment of dividends.

Considering the above the main objective of the study was to verify whether
companies that received special state aid as part of anti-crisis help to mitigate
the negative effects of the coronavirus pandemic decided to pay dividends in
2020. In order to achieve the main aim of this study the logit regression method
was used. The analysis was based on data obtained for Polish companies listed
on the main market of the Warsaw Stock Exchange as well as NewConnect.

To the best of the authors’ knowledge, the proposed paper is one of the rela-
tively few that address the issue of state aid and the dividend policy of compa-
nies during the coronavirus pandemic crisis. Authors such as Krieger and others
(2020), Mazur, Dang and Vo (2020), Pettenuzzo, Sabatucci and Timmermann
(2021) or Zechner, Cejnek and Randl (2020) analysed the potential impact of
the coronavirus pandemic on company dividend policy while ignoring the
issue of state aid received by these companies. The identified research gap
prompts reflection on the issue of dividend payment by those economic enti-
ties which received state aid and to verify whether such practices took place
and on what scale.

The paper is organised as follows. Section 1 addresses the dividend policy
of public companies. Section 2 provides an overview of the assistance offered
by states in addressing the negative outcomes of the coronavirus pandemic.



74 Economics and Business Review, Vol. 8 (22), No. 1, 2022

Section 3 presents the data used and the research method. Section 4 is dedi-
cated to the discussion of the results and in the last section there are conclu-
sions, as well as indications of the limitations and areas for future research.

1. Dividend policy

Company dividend policy can be considered from different perspectives.
Different researchers analysed drivers influencing company decisions to pay
dividends (Baker & Powell, 2000; Denis & Osobov, 2008; Fama & French, 2001),
verify a company’s inclination to pay dividends from the point of view of the
source of financing theory (Fama & French, 2002; Rozeff, 1982), from the life-
-cycle theory (DeAngelo, DeAngelo, & Stulz, 2006), focusing on the signalling
effect (Bernhardt, Douglas, & Robertson, 2005; Bhattacharya, 1979; DeAngelo,
DeAngelo, & Skinner, 2000), or the catering theory (Baker & Wurgler, 2004;
Pieloch-Babiarz, 2021). Miller and Modigliani (1961) showed that the valua-
tion of the company does not change as a result of the adopted dividend policy
in the world without taxation, transaction costs or other market imperfections.
Years of analyses by numerous authors have successfully challenged the per-
fect market paradigm proving at the same time that dividend policy can affect
the valuation and that the design of a company’s dividend policy depends on
many factors.

Managers are reluctant to change dividend policy (Lintner, 1956). Once they
have started paying dividends to shareholders any decisions to withhold the
payment of dividends are made with caution and uncertainty. This reluctance
may result from the signal given to shareholders when dividends are paid or
not paid. According to the signalling theory (Bhattacharya, 1979), the market
reacts negatively to information about a suspension of dividend payment or
a dividend cut while reacting positively when the company decides to pay or
increase its dividends. On the other hand, the payment of dividends is closely
related to the financial condition of the company and the profits it generates.
As indicated by Fama and French (2001) dividend companies are large, profit-
able enterprises. DeAngelo and others (2006) emphasized that dividend-paying
companies are mature companies with a stable market position and also few
investment opportunities. A different view on the issue of dividend pay-out
was held by Baker and Wurgler (2004) who noted that companies assume the
role of suppliers that respond to investor demand and pay out dividends when
investors seek such companies and give them a high valuation. However, they
do not pay out dividends when the valuation of dividend companies and de-
mand for such entities is low.

However, one may wonder whether companies will continue their earlier
dividend policy when the economy faces shocks. A crisis will certainly con-
stitute such a shock. The crisis of 2007-2009 or the current COVID-19 crisis
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modify the decisions and thinking of entrepreneurs, managers and investors.
On the one hand companies are reluctant to give up dividend pay-out but on
the other their financial condition deteriorates significantly during the cri-
sis. Investors on the other hand, due to increased uncertainty in the markets
are looking for so-called safe havens or investments with a relatively low risk.
Therefore, dividend companies can be such a safe haven.

Previously conducted research has shown that generally a crisis has a neg-
ative impact on pay-out policy. This was confirmed by Hauser (2013) and
Krieger and others (2020) who showed that a crisis (no matter what type)
negatively affects dividend pay-out. At the same time Chay and Suh (2009)
and Walkup (2016) noted that cash flow uncertainty has a strong and negative
impact on both the size of the dividend paid and the likelihood of the pay-
out. Pettenuzzo and others (2021) also proved that during the pandemic cri-
sis there was a great number of dividend suspensions: “Dividend suspension
numbers during the Great Recession are dwarfed by their counterparts during
the pandemic” (Pettenuzzo et al., 2021, p. 10). During the pandemic (taking
into consideration only a few months in 2020) 219 dividend suspensions were
announced in the U.S. while during the global financial crisis 135 dividend
suspensions were reported. Similar results were obtained by Ali (2021) who
noticed that during the COVID-19 period relatively higher rates of dividend
reductions and omissions could be witnessed. However, Ali (2021) also out-
lined that the majority of firms could either maintain or increase dividends
during the pandemic. Interesting research was also conducted by Andrzejczak
(2021) who tried to assess the impact of the COVID-19 pandemic on the fi-
nances of economic entities from the perspective of the structure of financing,
investments and dividend policy. Unfortunately, Andrzejczak (2021) conclu-
sions state that currently it is difficult to identify the pattern of changes to the
flows in the discussed categories.

The COVID-19 crisis is different than those faced before. The source of
the crisis is different and the reactions of the states are intensified. In order to
mitigate the negative effects of the coronavirus pandemic many states created
a catalogue of relief instruments. These instruments can provide additional fi-
nancial sources and help many companies to survive.

2. State-aid during COVID-19 crisis

From a corporate finance perspective, a global recession poses liquidity and
profitability risks. In the current crisis caused by the global outbreak of the
SARS-CoV-2 virus companies are facing additional, specific problems—over-
night many of them were deprived of the possibility of generating revenue and
consequently of the need to cover fixed costs, pay public levies and comply with
legal obligations (so-called compliance).
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Therefore, most countries in the world implemented a number of solutions
to limit the negative outcomes of the pandemic on their economies. The range
of these solutions is very broad and varies by state, industry, or company size
and additionally has changed over time. However, this aid can be divided into
several basic groups:

- non-refundable transfers of funds paid to enterprises, e.g. grants, subsidies,
co-financing of part of the costs which will not have to be repaid if certain
conditions are met—e.g. maintaining business activity for a certain period
of time, maintaining jobs, etc.

- state transfers that will have to be paid back but on preferential terms—e.g.
credits or loans.

- instruments of a fiscal nature—e.g. exemption from paying public levies, de-
ferral of their payment in time, accelerated tax refunds, retrospective tax loss
recognition, excluding received aid from income, or other tax allowances.

- providing guarantees to enable commercial borrowing or loans, or to sub-
sidize costs of external financing.

— deferral of deadlines to meet obligations under applicable law (European
Commission, n.d.; KPMG, 2020).

Not all businesses have taken and continue to take advantage of the full
catalogue of aid their state offers since governments differentiate their aid by
making it conditional on a number of factors. More aid is being provided to
businesses in industries that have been shut down centrally (e.g. the tourism or
entertainment industries) or which are experiencing larger declines in turnover
or earnings compared to the pre-pandemic period. The aid may also depend
on the size of the company including mainly headcount (instruments aimed at
protecting jobs). The solutions most desired by companies are non-repayable
cash transfers, however, the lack of the obligation to pay public-law liabilities
is not without significance either.

Most countries are free to design aid instruments with budget appropria-
tions being the only limitation. On the other hand, countries belonging to the
European Union are in a specific situation as they have to comply with the prin-
ciples of the common market and healthy competition. However, to mitigate
the harsh economic impact and save businesses the European Commission in-
troduced the most flexible state aid rules ever (European Commission, 2020).
They allow member states to provide direct support to businesses most affected
by the pandemic and being at risk of closure if the businesses do not receive it.
The funds received from the state are intended to ensure that companies stay
in business or can temporarily suspend operations without adversely affecting
long-term growth prospects.

However, it should be emphasized that the use of aid measures is associated
with certain restrictions. These restrictions include legal regulations that relate
to the payment of dividends by companies that received aid from the state. For
example, in the case of Polish companies the possibility of dividend payments
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depends on the size of the company and the institution granting the aid. Large
companies that have benefited from aid granted by the Polish Development
Fund are not allowed to pay out dividends. However, such a restriction does not
apply to micro-, small- and medium-sized enterprises and companies that have
benefited from other sources of financing provided that the dividend payment
is not financed with funds from the aid granted under the anti-crisis help. In
addition consideration should be given to public opinion which began to re-
spond in a negative way to news that companies which received state aid were
paying dividends (Sullivan, 2020).

Taking the above into account it was decided to extend the existing research
on company dividend policy, or dividend policy in times of crisis with an anal-
ysis that takes into account the additional factor of state aid.

3. Data and methodology

In order to achieve the main objective of the study it was decided to use a logit
model for analysis. In the following subsections the data sources and the speci-
ficity of individual variables are presented.

3.1. Data

The study includes Polish companies listed on the main trading floor and
NewConnect of the Warsaw Stock Exchange according to the 2020 stock mar-
ket yearbook. The modelling excludes financial and insurance companies and
all companies with negative equity (if equity was negative in 2019).

After removing companies with incomplete data analysed sample had 457
observations (the total sample size before corrections was 604 companies).
The main source of data was the Orbis (n.d.) database published by Bureau
van Dijk. Additionally, the 2021 stock market yearbook was used to determine
whether or not the company paid a dividend. Microeconomic data were taken
for the years 2018-2020.

In addition to the data taken from the financial statements, a variable that
indicated whether the company received state aid due to the coronavirus pan-
demic was also introduced into the model. Information on state aid was taken
from the local database SUDOP (n.d.). SUDOP is a public aid data sharing sys-
tem, an official, government website with an open access. In the study every
type of aid that companies received in 2020 to counteract the negative effects
of the coronavirus pandemic (taking into account both exemptions, transfers
of funds and other instruments that were included in the database under the
keyword: COVID) were included.
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3.2. Methodology
In the study a logit model was used whose general form is as follows:
X%
e
P=——+r 1
Colte M

The logit model used has the form of a binomial model. Two different mod-
els were built where the dichotomous variable Y was:

1) in the first model the payment of dividend, i.e., the variable Y takes the val-
ue of 1 when the company paid dividend in 2020, and the value of 0 when
the company did not pay dividends in 2020,

2) in the second model the dividend cut, i.e., the variable Y takes the value of 1
when the company paid dividend in 2020 but it was lower than in 2019, and
the value of 0 in other cases (so a lack of dividend, no change or increase in
dividend payment).

A number of explanatory variables and three control variables were intro-
duced into the model as well (Table 1). The study used the same set of vari-

Table 1. Control variables

Variable’s full name Al?brev1at10n Formula
in model
state aid under state_aid__ . binary varlz.able q.
COVID-19 covid 1—if the company received aid in 2020
0—if the company did not receive aid in 2020
size of enterprise size In (market capitalization in EUR thous.)
cash level cash cash and cash equivalents/total assets
debt debt total debt*/total assets
return on assets ROA net earnings/total assets
age of the company age 2019—date of incorporation (in years)
rowth opportunities rowth** dynamics of total assets =
& PP & = total assets 2019/ total assets 2018
binary variable
. . . . 1—if the company paid dividends in 2019 and 2018
dividend policy div_policy 0—if the company did not pay dividends in 2019
or 2018

* long term debt + loans.
** Krieger and others (2020) measured growth opportunities as the market value of total capital
over the book value of total assets. Fama and French (2001) measured growth opportunities in
two ways: as the ratio of the aggregate market value over the aggregate book value of assets but
also as the dynamics of total assets. The same for Denis and Osobov (2008).

Source: Own compilation.
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ables that was used by Krieger and others (2020). At the same time the authors
based their studies on the approach of Brav and others (2005), and Fama and
French (2002). Given the purpose of the study in addition to the standard set
of variables it was crucial to introduce a variable into the model that would
indicate whether the company received state aid in countering the negative
effects of the COVID-19 pandemic. The above requirement was solved by us-
ing a binary variable.

In addition to the control variables proposed by Krieger and others (2020)
one additional binary variable characterizing the company’s dividend policy
was introduced into the model. All non-binary explanatory variables are cal-
culated for 2019. The adoption of 2019 in the modelling is caused by the fact
that dividends are paid out of profits generated by companies in the previous
year. In addition, the decision to pay dividends is made during the following
financial year and not at the end of the financial year, hence it would be inap-
propriate to build variables based on data for the completed year 2020. Table 1
presents the explanatory and control variables.

4. Empirical results

In this part a general description of the companies and the modelling results
were presented. In the appendix the correlation matrix and VIF examination
can be found. The robustness tests were also provided in the appendix.

4.1. Sample characteristic

The sample included 457 companies from the Warsaw Stock Exchange of which
121 decided to pay a dividend in 2020 and 336 did not (Table 2). Of the 121
companies that paid a dividend in 2020, 81 companies also paid a dividend in
2019 or 2018. The result showed that companies with a fixed dividend policy
have not changed it as a result of a crisis such as the coronavirus pandemic.
This was confirmed by the observations made by Mazur and others (2020) who
showed that firms did not exhibit an increased propensity to cut dividends dur-
ing the pandemic. As documented by DeAngelo and DeAngelo (1990) a high
dividend cut occurs only when the company’s losses are permanent (i.e. for at
least three periods). However, if the company’s losses are transitory then no
such cut in dividend payments occurs. A different conclusion was reached by
Krieger and others (2020), who showed that, as a result of the coronavirus pan-
demic, publicly traded companies in the United States sharply reduced the level
of dividends paid or completely stopped paying dividends. Also Hauser (2013)
indicated that the emergence of a crisis increases the likelihood of dividend cuts.

In addressing the negative effects of the coronavirus pandemic about 44%
(199 companies out of the 457 surveyed) received state aid in 2020. At the same
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Table 2. Descriptive statistics

Variable SIZE CASH DEBT ROA AGE GROWTH
All companies (457)
Average 9.449 0.106 0.166 0.019 28.164 1.140
Median 9.233 0.055 0.148 0.028 21.000 1.070
S.D. 2.107 0.147 0.143 0.244 26.342 0.526

Dividend companies (121)

Average 10.449 0.107 0.162 0.086 32.471 1.150
Median 10.341 0.068 0.148 0.057 26.000 1.108
S.D. 2.018 0.127 0.122 0.119 30.842 0.289

Dividend-cut companies (42)

Average 10.920 0.082 0.152 0.070 40.071 1.085
Median 10.832 0.059 0.147 0.056 28.500 1.073
S.D. 2.117 0.067 0.129 0.060 40.839 0.120

Non-dividend companies (336)

Average 9.088 0.106 0.168 -0.005 26.613 1.136
Median 8.956 0.050 0.147 0.015 20.000 1.054
S.D. 2.023 0.154 0.150 0.272 24.386 0.588

All companies with state aid (199)

Average 8.479 0.121 0.139 -0.013 23.111 1.137
Median 8.388 0.057 0.106 0.018 19.000 1.066
S.D. 1.588 0.160 0.136 0.156 20.138 0.489

Dividend companies without state aid (95)

Average 10.729 0.100 0.171 0.088 33.874 1.140
Median 10.523 0.055 0.151 0.056 27.000 1.108
S.D. 1.862 0.131 0.125 0.131 33.834 0.186

Dividend companies with state aid (26)

Average 9.428 0.131 0.130 0.076 27.346 1.188
Median 9.155 0.105 0.118 0.058 23.000 1.104
S.D. 2.263 0.109 0.106 0.050 15.065 0.520

Note: In brackets the authors present number of companies.

Source: Own calculations based on data obtained from Orbis (n.d.).
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time among the companies that paid dividends in 2020 there were only 26 that
received state aid. These companies were from a variety of sectors, of varying
sizes and with widely varying returns on total assets. It is also worth noting
that 17 of these companies paid dividends regularly as the div_policy indica-
tor in their case had the value equal to 1.

In general, the statistical analysis of the sample shows that on average com-
panies that paid dividends in 2020 have higher market capitalization than com-
panies that did not. The fact that dividend companies are bigger than compa-
nies that do not pay dividends has also been confirmed by Fama and French
(2001), DeAngelo and others (2006) and Denis and Osobov (2008). Also divi-
dend companies had a slightly higher cash balance, lower debt and a definitely
higher return on assets in general. Dividend companies were older but what
is surprising is that their growth opportunities were better than non-dividend
companies. The results contradict the relevant literature where the relationship
between dividend payment and growth opportunities is reversed. For example
Fama and French (2001) noted that firms that have never paid dividends are
those that have the best growth opportunities. The obtained results in that case
can be explained by the dividend policy employed by companies. In the sample
almost 41% of companies were those with stable pay-out policies.

Quite definitely the oldest group of companies were those that decided to
decrease the level of dividend in 2020 in comparison to 2019. Overall, there
were 42 companies that decided to cut dividends. These entities were also the
largest but with the lowest growth opportunities and the lowest cash ratio.

The smallest companies belonging to the groups analysed were the ones that
received state aid to counter the negative effects of the COVID-19 pandemic.
These companies were also the youngest and they generated negative profit-
ability in 2019. Companies that received state aid and paid dividends were of
average size and age but they had the highest level of cash ratio and the low-
est level of debt.

4.2. Results of estimating the logit probability model

The results obtained (Tables 3 and 4) revealed that for the analysed group of
companies in model I there were four important variables when deciding to
pay dividends, company state aid, debt, return on assets and dividend policy.
The main explanatory variable—state aid granted to the companies in order to
mitigate negative effects of COVID-19 pandemic had a negative impact which
means that if the company received state-aid it was less likely to pay dividend.
This is consistent with the authors’ appriori expectations. To address the nega-
tive effects of the coronavirus pandemic state aid was provided to those enti-
ties whose financial condition has significantly deteriorated. As a result, these
companies were more likely to stop paying dividends. By calculating an odds
ratio, the result was obtained that the mean chance of dividend payment for
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companies that received state aid was 0.41. It means that the chance of paying
the dividends by companies that received state aid were, on average, lower by
59% in comparison to companies that did not receive aid.

The same p-value was received for dividend policy. However, in that case
the sign was positive. If a company had paid dividends in previous years, it
was much more likely to pay dividends in future years. A similar relationship
was pointed out by Hauser (2013, p. 602): “about 95 percent of the probability
of paying a dividend can be attributed to the prior dividend status”, as well as
DeAngelo and others (2006) and Lintner (1956) who stressed that managers
are reluctant to stop paying dividends once they begin. These results were also
consistent with the view of Ali (2021) who emphasized, that “firms will be more
reluctant to decrease or cease dividends to avoid signalling bad news about
future earnings” The decision about the dividend payment depended also on

Table 3. Logit analysis of dividend payment and dividend cut: results

Model I Model IT
dividend payment dividend cut
const —2.313%%* —4.423%%
(0.750) (1.409)
. . —0.897+* 0.004
state_aid_covid (0.299) (0.465)
sire 0.110 0.188*
(0.068) (0.104)
cash -1.023 ~5.286**
(1.086) (2.398)
—2.039* —3.642%*
debt (1.050) (1.688)
0.850* 0.750
ROA (0.484) (0.932)
toe -0.001 0.004
8 (0.005) (0.006)
owth 0.104 -0.865
& (0.232) (1.009)
div polic 2.352%% 3.476%
—policy (0.273) (0.569)
McFadden R? 0.275 0.350
Number of observations 457 457

Note: *, **, *** indicate significance at the 10%, 5% and 1% level, respectively. Standard errors
are shown in parentheses.

Source: Based on data obtained from Orbis (n.d.).
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the debt level, the higher the debt level, the lower the possibility of dividend
payment. That is not a surprising result because “the risk associated with high
degrees of financial leverage may result in low dividend payments because,
ceteris paribus, firms need to maintain their internal cash flow to pay their
obligations rather than distributing the cash to shareholders” (Al-Malkawi,
2007, p. 51). Similar views were presented by Brav et al. (2005) who proved
that having extra funds from the dividend cut, the dividend-paying compa-
nies would use them to pay down debt. The last statistically significant vari-
able in model I was ROA. The companies with higher profitability were more
likely to pay a dividend. It was also confirmed by Ali (2021), Hauser (2013)
and Jabbouri (2016).

The robustness tests (presented in the Appendix) confirmed the main re-
sult that the state aid variable was statistically significant and the coefficient
was negative. In the applied OLS model other statistically significant variables
were debt, ROA and dividend policy. Further robustness checks consisting of
adding and removing variables from the model do not apply here because VIF
(presented in the Appendix) is close to 1 which means that removing any vari-
able will not change the sign of the parameter next to the state aid variable.

Table 4. Quality assessment of the probability model with the use of the optimal
Cramer cut-off point

Probability of successful prediction in model I and model 11
dividend 0 1 probability of successful prediction
0 283 53 84.23%
1 40 81 66.94%
dividend cut 0 1 probability of successful prediction
0 335 80 80.72%
1 5 37 88.10%

Source: Own calculations.

Within the study population 42 companies decided to reduce their dividend
in 2020 compared to 2019—that is about 35% of all companies that paid a divi-
dend in 2020. Within those 42 companies 38 entities conducted a stable pay-
out policy as they had paid a dividend in previous years. The analyses (Table 3)
confirmed the significance of four variables, i.e., size, cash, debt and dividend
policy. The state-aid variable was not statistically significant but the coefficient
of direction next to the state-aid variable means that if the company received
such aid, it was more likely to cut dividends (however, the impact was exigu-
ous). It is coherent with what was obtained in the first model: that generally
companies that received state-aid decided to reduce or cease dividend payment.
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The companies that decided to cut dividend were relatively big and the size
variable was statistically significant. The larger the company the more likely it
was to cut dividends. This finding contradicts with what was found by Hauser
(2013) who proved that the probability of a dividend cut decreases with a larg-
er firm size. Results obtained in this research might be an effect of the experi-
ence of companies as those in the dividend-cut group were the oldest and not
afraid of a dividend reduction. The model also showed that companies with
better a cash ratio were less likely to cut dividend. Similar observations were
described by Walkup (2016) who noticed that firms with high internal vola-
tility are more likely to decrease their dividend. When deciding on a dividend
cut companies also considered the level of debt. Surprisingly the higher the
level, the lower the probability of a dividend cut. The last statistically signifi-
cant variable was dividend policy with the highest p value. The coefhicient of
the direction was positive here as only companies that paid dividends in the
previous year were able to reduce the level of payment.

The robustness tests (presented in the Appendix) confirmed the main result
that the state aid variable was not statistically significant but the coefficient was
positive. In the applied OLS model other statistically significant variables were
cash ratio, debt and dividend policy.

Conclusions

The results obtained proved that state aid that companies were provided to ad-
dress the negative effects of the coronavirus pandemic was a significant variable
in the dividend payment model. The coefficient of direction associated with the
variable was negative meaning that if the company received such assistance, it
was less likely to pay a dividend.

An important limitation of this study is that only listed companies from one
market were surveyed. Many means of assistance were targeted at small- and
medium-sized enterprises meaning that listed companies were automatically
excluded from the possibility of applying for some of the state aid. On the other
hand, due to access to data connected with dividend payment it is impossible
to broaden the sample with companies from the private market. There is also
a limited possibility of adding other markets as state-aid data are not easily
available. The authors aim to continue research with European markets as the
European Commission is developing the database containing relevant infor-
mation about public help granted to companies from the European Union in
order to mitigate the negative effects of the coronavirus pandemic. By extend-
ing the research sample, it will be also possible to include in the model macro-
economic factors such as the country risk (political, economic, financial), in-
stitutional settings, investor protection and compare their impact on dividend
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pay-out decisions between economies characterised by different structures and
different levels of development.

State aid was necessary to maintain the satisfactory financial conditions of
enterprises and jobs in the face of a pandemic crisis. It was not easy to prepare
this aid so that entrepreneurs could use it as soon as possible and at the same
time, make it adequate for the real effects that companies experienced as a result
of the first wave of the pandemic. The fragmentation of these instruments and
the chaos associated with their introduction and the subsequent improvement
in later shields should be critically assessed. In this first year, many companies
benefited from the aid which did not suffer the financial negative effects of the
pandemic, but the conditions for granting the aid nonetheless enabled them
to receive it. Enterprises using this type of aid should not spend their own re-
sources on dividends but rather to lead the company out of crisis.

State aid implemented in Poland in 2021 compared to the previous year was
more targeted—at enterprises from selected industries and those reporting a sig-
nificant decrease in turnover. This already shows that the Polish government
tried to more rationally direct aid to enterprises in financial difficulty due to
the pandemic. Therefore, if a similar crisis occurs in the future the main task
for policymakers will be to provide more directed and unambiguous aid for
companies in order to avoid unproductive spending as well as to provide gen-
eral rules that will restrict dividend payment for beneficiaries of any state-aid.
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Table Al. Correlation matrix

state_ .
Variables | div |div_cut| aid_ | size | cash | debt | ROA | age |growth d“."
covid policy

div 1.000 | 0.530|-0.267 | 0.285| 0.001 [-0.016 | 0.164| 0.098| 0.012| 0.533
div_cut | 0.530 | 1.000 [-0.127 | 0.222 |-0.052 [-0.032 | 0.067 | 0.144 [-0.033 | 0.451

state_aid_
covid

size 0.285| 0.2221-0.405| 1.000 [-0.053 | 0.169 | 0.119| 0.205| 0.077| 0.348
cash 0.001 |-0.052 | 0.086 [-0.053 | 1.000 [-0.343 | 0.082 |-0.062| 0.047 | 0.035
debt -0.016 [-0.032 [-0.166 | 0.169 |-0.343 | 1.000 | 0.019 | 0.057 | 0.024 | 0.039

-0.267 (-0.127 | 1.000 |-0.405| 0.086 |-0.166 [-0.113 [-0.169 [-0.006 |-0.232

ROA 0.164 | 0.067 [-0.113 | 0.119| 0.082| 0.019 | 1.000| 0.008 | 0.001 | 0.156

age 0.098 | 0.144 [-0.169 | 0.205 |-0.062 | 0.057 | 0.008 | 1.000 |-0.066 | 0.161
growth 0.012 (-0.033 |-0.006 | 0.077 | 0.047 | 0.024 | 0.001 {-0.066 | 1.000 |-0.015
div_
policy

0.533 | 0.451 [-0.232 | 0.348| 0.035| 0.039 | 0.156| 0.161 |-0.015 | 1.000

Note: The correlation was calculated with the Pearson coefficient.

Source: Own compilation.

Table A2. Variance Inflation Factors (VIF)

state_
aid_ size cash debt ROA age growth
covid

value | 1.241 1.355 1.154 1.174 1.043 1.072 1.018 1.182

div_
policy

Note: The VIF values presented in the table above are identical for model I and model II.

Source: Own compilation.
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Table A3. Robustness tests—linear probability models with robust standard
errors for dividend payment and dividend cut

Model I Model I1
dividend payment dividend cut
const 0.088 -0.039
(0.102) (0.071)

) ) —0.118*%* 0.003
state_aid_covid (0.039) (0.027)
sine 0.015 0.011

(0.010) (0.007)
cash -0.107 ~0.178**
(0.125) (0.088)
—0.253* ~0.190**
debt (0.130) (0.091)
0.130* 0.002
ROA (0.072) (0.050)
soe ~0.000 0.001
s (0.001) (0.000)
owth 0.013 -0.012
grow (0.033) (0.023)
div palic 0.468*+* 0.273
—policy (0.042) (0.029)
R? 0.320 0.224
Number of observations 457 457

Note: *, **, *** indicate significance at the 10%, 5% and 1% level, respectively. Standard errors
are shown in parentheses.

Source: Own compilation.

References

Al-Malkawi, H.-A. N. (2007). Determinants of corporate dividend policy in Jordan:
An application of the Tobit model. Journal of Economic and Administrative Sciences,
23(2), 44-70.

Ali, H. (2021, July). Corporate dividend policy in the time of COVID-19: Evidence
from the G-12 countries. Finance Research Letters.

Andrzejczak, M. (2021). The impact of COVID-19 on the finances of multinational
enterprises from the perspective of Balance of Payments transactions. In E. Minska-
-Struzik, & B. Jankowska (Eds.), Toward the “new normal” after COVID-19—
a post-transition economy perspective (pp. 100-123). Poznan: Poznan University
of Economics and Business Press. https://doi.org/10.18559/978-83-8211-061-6/18


https://doi.org/10.18559/978-83-8211-061-6/I8

88 Economics and Business Review, Vol. 8 (22), No. 1, 2022

Baker, H. K., & Powell, G. E. (2000). Determinants of corporate dividend policy: A sur-
vey of NYSE firms. Financial Practice & Education, 10(1), 29-41.

Baker, M., & Wurgler, J. (2004). A catering theory of dividends. Journal of Finance,
59(3), 1125-1165. https://doi.org/10.1111/j.1540-6261.2004.00658.x

Bernhardt, D., Douglas, A., & Robertson, F. (2005). Testing dividend signaling mod-
els. Journal of Empirical Finance, 12(1), 77-98. https://doi.org/10.1016/j.jemp-
fin.2003.10.002

Bhattacharya, S. (1979). Imperfect information, dividend policy, and “the bird in
the hand” fallacy. The Bell Journal of Economics, 10(1), 259-270. https://doi.
org/10.2307/3003330

Brav, A., Graham, J. R., Harvey, C. R., & Michaely, R. (2005). Payout policy in the 21st
century. Journal of Financial Economics, 77(3), 483-527. https://doi.org/10.1016/j.
jfineco.2004.07.004

Chay, J. B., & Suh, J. (2009). Payout policy and cash-flow uncertainty. Journal of Financial
Economics, 93(1), 88-107. https://doi.org/10.1016/j.jfineco.2008.12.001

DeAngelo, H. & DeAngelo, L. (1990, December). Dividend policy and financial dis-
tress: An empirical investigation of troubled NYSE firms. The Journal of Finance,
45(5), 1415-1431. https://doi.org/10.1111/j.1540-6261.1990.tb03721 x

DeAngelo, H., DeAngelo, L., & Skinner, D. J. (2000). Special dividends and the evolu-
tion of dividend signaling. Journal of Financial Economics, 57(3), 309-354. https://
doi.org/10.1016/50304-405x(00)00060-x

DeAngelo, H., DeAngelo, L., & Stulz, R. M. (2006). Dividend policy and the earned/
contributed capital mix: A test of the life-cycle theory. Journal of Financial Economics,
81(2), 227-254. https://doi.org/10.1016/j.jfineco.2005.07.005

Denis, D. J., & Osobov, I. (2008). Why do firms pay dividends? International evidence
on the determinants of dividend policy. Journal of Financial Economics, 89(1), 62—
82. https://doi.org/10.1016/].jfineco.2007.06.006

European Commission. (n.d.). State aid cases. https://ec.europa.eu/info/live-work-
travel-eu/coronavirus-response/jobs-and-economy-during-coronavirus-pandemic/
state-aid-cases

European Commission. (2020). Communication from the Commission Temporary
Framework for State aid measures to support the economy in the current COVID-19
outbreak 2020. Official Journal of the European Union, C/2020/1863.

Fama, E. E, & French, K. R. (2001). Disappearing dividends: Changing firm charac-
teristics or lower propensity to pay?. Journal of Financial Economics, 60(1), 3-43.
https://doi.org/10.1016/50304-405X(01)00038-1

Fama, E. F, & French, K. R. (2002). Testing trade-off and pecking order predictions
about dividends and debt. Review of Financial Studies, 15(1), 1-33. https://doi.
org/10.1093/rfs/15.1.1

Hauser, R. (2013). Did dividend policy change during the financial crisis?. Managerial
Finance, 39(6), 584-606. https://doi.org/10.1108/03074351311322861

Jabbouri, I. (2016). Determinants of corporate dividend policy in emerging markets:
Evidence from MENA stock markets. Research in International Business and Finance,
37,283-298. https://doi.org/10.1016/j.ribaf.2016.01.018

KPMG. (2020). COVID-19 global tax developments summary. Retrieved from kpmg.
com


https://doi.org/10.1111/j.1540-6261.2004.00658.x
https://doi.org/10.1016/j.jempfin.2003.10.002
https://doi.org/10.1016/j.jempfin.2003.10.002
https://doi.org/10.2307/3003330
https://doi.org/10.2307/3003330
https://doi.org/10.1016/j.jfineco.2004.07.004
https://doi.org/10.1016/j.jfineco.2004.07.004
https://doi.org/10.1016/j.jfineco.2008.12.001
https://doi.org/10.1111/j.1540-6261.1990.tb03721.x
https://doi.org/10.1016/s0304-405x(00)00060-x
https://doi.org/10.1016/s0304-405x(00)00060-x
https://doi.org/10.1016/j.jfineco.2005.07.005
https://doi.org/10.1016/j.jfineco.2007.06.006
https://ec.europa.eu/info/live-work-travel-eu/coronavirus-response/jobs-and-economy-during-coronavirus-pandemic/state-aid-cases
https://ec.europa.eu/info/live-work-travel-eu/coronavirus-response/jobs-and-economy-during-coronavirus-pandemic/state-aid-cases
https://ec.europa.eu/info/live-work-travel-eu/coronavirus-response/jobs-and-economy-during-coronavirus-pandemic/state-aid-cases
https://doi.org/10.1016/S0304-405X(01)00038-1
https://doi.org/10.1093/rfs/15.1.1
https://doi.org/10.1093/rfs/15.1.1
https://doi.org/10.1108/03074351311322861
https://doi.org/10.1016/j.ribaf.2016.01.018
http://kpmg.com
http://kpmg.com

M. Kluzek, K. Schmidt-Jessa, Special state aid measures during COVID-19 89

Krieger, K., Mauck, N., & Pruitt, S. W. (2020, December). The impact of the COVID-19
pandemic on dividends. Finance Research Letters, 42, 101910. https://doi.
0rg/10.1016/j.£r1.2020.101910

Lang, L. H. P, & Litzenberger, R. H. (1989). Dividend announcements. Cash flow sig-
nalling vs. free cash flow hypothesis?. Journal of Financial Economics, 24(1), 181-
191. https://doi.org/10.1016/0304-405X(89)90077-9

Leary, M. T., & Michaely, R. (2011). Determinants of dividend smoothing: Empirical
evidence. Review of Financial Studies, 24(10), 3197-3249. https://doi.org/10.1093/
rfs/hhr072

Lintner, J. (1956). Distribution of incomes of corporations among dividends, retained
earnings, and taxes. The American Economic Review, 46(2), 97-113.

Mazur, M., Dang, M., & Vo, T. T. A. (2020). Dividend policy and the COVID-19 crisis.
SSRN Electronic Journal, 1-27. https://doi.org/10.2139/ssrn.3723790

Miller, M. H., & Modigliani, E (1961). Dividend policy, growth, and the valuation of
shares. The Journal of Business, 34(4), 411-433. https://www.jstor.org/stable/2351143

Orbis. (n.d.). Database. Retrieved April 10-15, 2021 from https://www.bvdinfo.com/
en-gb/our-products/data/international/orbis

Pettenuzzo, D., Sabbatucci, R., & Timmermann, A. (2021). Outlasting the pandemic:
Corporate payout and financing decisions during COVID-19. (Swedish House of
Finance Research Paper, 21-10). Retrieved from https://papers.ssrn.com/sol3/pa-
pers.cfm?abstract_id=3823258

Pieloch-Babiarz, A. (2021). The monitoring role of multiple large shareholders and the
catering effect of dividends: Evidence from Poland. Economics and Business Review,
21(4), 72-93. https://doi.org/10.18559/ebr.2021.4.5

Rozeff, M. S. (1982). Growth, beta and agency costs as determinants of Dividend Payout
Ratio. Journal of Financial Research, 5, 249-259.

SUDOP. (n.d.). Public aid data sharing system. Retrieved March 20, 2021 from https://
sudop.uokik.gov.pl/search/aidBeneficiary

Sullivan, A. (2020). Companies take coronavirus state aid yet still plan on paying bil-
lions in dividends. Deutsche Welle. Retrieved from https://p.dw.com/p/3bCb1

Walkup, B. (2016). The impact of uncertainty on payout policy. Managerial Finance,
42(11), 1054-1072. https://doi.org/10.1108/MF-09-2015-0237

Zechner, J., Cejnek, G., & Randl, O. (2020). The COVID-19 pandemic and corporate
dividend policy. (Financial Economics, Discussion. Paper DP14571). Centre for
Economic Policy Research.


https://doi.org/10.1016/j.frl.2020.101910
https://doi.org/10.1016/j.frl.2020.101910
https://doi.org/10.1016/0304-405X(89)90077-9
https://doi.org/10.1093/rfs/hhr072
https://doi.org/10.1093/rfs/hhr072
https://doi.org/10.2139/ssrn.3723790
https://www.jstor.org/stable/2351143
https://www.bvdinfo.com/en-gb/our-products/data/international/orbis
https://www.bvdinfo.com/en-gb/our-products/data/international/orbis
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3823258
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3823258
https://doi.org/10.18559/ebr.2021.4.5
https://sudop.uokik.gov.pl/search/aidBeneficiary
https://sudop.uokik.gov.pl/search/aidBeneficiary
https://p.dw.com/p/3bCb1
https://doi.org/10.1108/MF-09-2015-0237

Aims and Scope

The Economics and Business Review is a quarterly journal focusing on theoretical, empirical and applied
research in the fields of Economics and Corporate and Public Finance. The Journal welcomes the submis-
sion of high quality articles dealing with micro, mezzo and macro issues well founded in modern theories
and relevant to an international audience. The EBR’s goal is to provide a platform for academicians all over
the world to share, discuss and integrate state-of-the-art Economics and Finance thinking with special fo-

cus

on new market economies.

The manuscript

1.

10.

Articles submitted for publication in the Economics and Business Review should contain original,
unpublished work not submitted for publication elsewhere.

. Manuscripts intended for publication should be written in English, edited in Word in accordance with

the APA editorial guidelines and sent to: secretary@ebr.edu.pl. Authors should upload two versions of
their manuscript. One should be a complete text, while in the second all document information iden-
tifying the author(s) should be removed from papers to allow them to be sent to anonymous referees.

. Manuscripts are to be typewritten in 12’ font in A4 paper format, one and half spaced and be aligned.

Pages should be numbered. Maximum size of the paper should be up to 20 pages.

. Papers should have an abstract of about 100-150 words, keywords and the Journal of Economic Literature

classification code (JEL Codes).

. Authors should clearly declare the aim(s) of the paper. Papers should be divided into numbered (in

Arabic numerals) sections.

. Acknowledgements and references to grants, affiliations, postal and e-mail addresses, etc. should ap-

pear as a separate footnote to the author’s name a, b, etc and should not be included in the main list
of footnotes.

. Footnotes should be listed consecutively throughout the text in Arabic numerals. Cross-references

should refer to particular section numbers: e.g.: See Section 1.4.

. Quoted texts of more than 40 words should be separated from the main body by a four-spaced inden-

tation of the margin as a block.

. References The EBR 2017 editorial style is based on the 6th edition of the Publication Manual of the

American Psychological Association (APA). For more information see APA Style used in EBR guidelines.
Copyrights will be established in the name of the E&BR publisher, namely the Poznan University of
Economics and Business Press.

More information and advice on the suitability and formats of manuscripts can be obtained from:

Economics and Business Review
al. Niepodlegtosci 10

61-875 Poznan

Poland

e-mail: secretary@ebr.edu.pl
www.ebr.edu.pl



Subscription

Economics and Business Review (E&BR) is published quarterly and is the successor to the Poznan University of Economics
Review. The E&BR is published by the Poznan University of Economics and Business Press.

Economics and Business Review is indexed and distributed in Scopus, Claritave Analytics, DOAJ, ERIH plus, ProQuest,
EBSCO, CEJSH, BazEcon, Index Copernicus and De Gruyter Open (Sciendo).

Subscription rates for the print version of the E&BR: institutions: 1 year - €50.00; individuals: 1 year - €25.00. Single copies:
institutions — €15.00; individuals — €10.00. The E&BR on-line edition is free of charge.



	Editorial introduction
	An analysis of the Pollution Haven Hypothesis in the context of Turkey: A nonlinear approach
	M. Sinan Temurlenk, Anıl Lögün
	Capital structure and its determinants in companies originating from two opposite sides of the European Union: Poland and Portugal

	Leszek Czerwonka, Jacek Jaworski
	Political alignment and the allocation of the COVID-19 response funds—evidence from municipalities in Poland

	Piotr Matuszak, Bartosz Totleben, Dawid Piątek
	Special state aid measures during COVID-19 and corporate dividend policy: Early evidence from Polish public companies

	Marta Kluzek, Katarzyna Schmidt-Jessa
	Consumer perceived ethicality of banks in the era of digitalisation: The case of Poland

	Dariusz Piotrowski





