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Abstract
This study explores how corporate social responsibility (CSR) disclosures relate to dividend policy in an emerging market 
setting, focusing on firms listed in Palestine between 2013 and 2022. Using Logit, Tobit, and system GMM models, we 
examine the relationship between CSR and both the likelihood and magnitude of dividend payouts. The results reveal a 
positive and significant association; firms that disclose more CSR information are not only more likely to pay dividends but 
also tend to distribute larger amounts. This relationship is especially pronounced in non-financial firms, which face tighter 
financial constraints and rely more heavily on CSR as a signaling mechanism. The findings suggest that CSR helps build 
stakeholder trust and reduce financing frictions, enabling more consistent and generous dividend policies. The study also 
underscores the importance of integrating CSR into core business strategy, particularly in underreported areas such as envi-
ronmental responsibility. As one of the few studies to investigate this relationship in an emerging market, the research offers 
new insights into how sustainability practices interact with financial decision-making. Nonetheless, the focus on disclosure 
quantity rather than quality, along with the limited market size, may constrain the broader applicability of the findings. Future 
research should explore alternative CSR metrics and test these relationships in other institutional contexts.
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Introduction

In recent years, corporate social responsibility (CSR) dis-
closures have gained importance as companies face grow-
ing pressure from stakeholders to meet sustainability expec-
tations (Dwekat et al. 2025; McGuinness et al. 2017; Ni 
and Zhang 2019). This shift has accelerated since the 2007 
global financial crisis, which underscored the need for more 
ethical corporate practices. Today, many firms use CSR 
disclosures strategically to boost their public image, gain 
a competitive advantage, and enhance firm value (Maqbool 

et al. 2022; Robinson et al. 2011). In emerging markets, 
these voluntary disclosures help reduce information asym-
metry, increase transparency, and build trust with stakehold-
ers (Saeed and Zamir 2021).

Finance literature increasingly explores the link between 
CSR and firm outcomes like performance, productivity, and 
profitability (Sun and Saat 2023; Dhaliwal et al. 2011; La 
Rosa et al. 2018). CSR disclosures also help firms lower 
stock price volatility (Zaman et al. 2021), reduce financing 
constraints (Cheng et al. 2014), and mitigate financial risks 
(Bouslah et al. 2013). However, gaps remain in understand-
ing how CSR disclosures affect corporate dividend policies, 
especially in emerging markets (Salah and Amar 2022; Ben-
lemlih 2019; Sheikh et al. 2022).

Dividend policy, a key financial decision, influences 
investment, financing, capital structure, and cash holdings 
(Hendijani Zadeh 2021; Hasan and Habib 2020). While tra-
ditionally linked to financial performance (Booth and Zhou 
2017), recent studies show that non-financial factors, like 
CSR, are shaping these decisions (Zahid et al. 2023). Firms 
engaging in CSR are more likely to increase dividend pay-
outs, aligning with stakeholder expectations and signaling 
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financial stability (Sheikh 2022; Saeed 2021). In stakeholder 
theory, CSR disclosures enhance reputation, which can 
boost sales, performance, and lowering borrowing costs by 
reducing transaction expenses and improving competitive 
advantages (Oh and Park 2021). Signaling theory suggests 
that strong dividends signal to the market that sustainability 
investments can improve resource allocation and increase 
shareholder satisfaction (Waddock and Graves 1997; Ben-
lemlih 2019).

Most research on the CSR–dividend relationship has 
centered on developed markets like the U.S., Europe, and 
China, which have more established regulatory frameworks 
and stronger investor protections (Fonseka and Richardson 
2023; Ni and Zhang 2019; Benlemlih 2019). However, the 
inconsistent findings across these studies highlight the need 
for more research in emerging markets, where CSR disclo-
sure and dividend policy dynamics may vary due to institu-
tional and market-specific factors (Sheikh et al. 2022). For 
example, in many emerging markets, family-owned firms 
often prioritize CSR to enhance their reputation, which 
could lead to conflicts of interest between controlling and 
minority shareholders, affecting dividend payouts (Sheikh 
et al. 2022).

Research on the CSR–dividend link in emerging mar-
kets is still limited. These markets face distinct challenges 
including weaker investor protection, vague information 
environments, and regulatory uncertainty, which can inten-
sify agency conflicts between dominant and minority share-
holders (Yilmaz et al. 2022; Khan 2022). Firms in these con-
texts may use both CSR disclosures and dividend payouts 
to boost their reputation and improve investor satisfaction 
to overcome financial constraints. Conversely, firms might 
cut dividends to fund growth or sustainability initiatives, 
as seen in studies by Al-Najjar and Kilincarslan (2016) and 
Sheikh et al. (2022). Moreover, little attention has been paid 
to how differences between industries, especially between 
financial and non-financial firms, might influence the rela-
tionship between CSR and dividend policy. Since firms in 
different sectors face varying levels of financial constraints, 
disclosure standards, and regulatory oversight, exploring this 
aspect could offer a more complete and realistic understand-
ing of how CSR affects dividend decisions.

This study aims to address these gaps by examining the 
relationship between CSR disclosures and dividend policy 
in Palestine while also considering the role of industry dif-
ferences. We argue that non-financial firms face greater 
financial constraints than financial firms, which typically 
have easier access to capital. CSR disclosures help reduce 
information asymmetry and lower financing costs, benefiting 
non-financial firms that struggle more with securing external 
funding (Zahid et al. 2023). Palestine’s unique institutional 
context, characterized by weak regulatory oversight and 
high political and economic instability, offers an interesting 

setting to study how CSR influences dividend payouts (Alia 
et al. 2022). This study seeks to answer three main ques-
tions: (1) How do CSR disclosures affect a firm's likelihood 
of paying dividends? (2) What is the impact of CSR dis-
closures on the payout ratio? (3) Does the CSR–dividend 
relationship differ between financial and non-financial firms?

Using a dataset of 41 out of 48 listed Palestinian firms 
from 2013 to 2022, this study examines how CSR disclo-
sures influence the likelihood and amount of dividend pay-
outs. The paper contributes to the finance literature by: (1) 
addressing the under-researched area of CSR disclosure and 
dividend policy in emerging markets, (2) providing new evi-
dence on the role of CSR disclosures in shaping dividend 
decisions, extending research that has primarily focused 
on CSR performance (De Villiers et al. 2023; Benlemlih 
2019), (3) enhancing our understanding of stakeholder 
theory by examining how firms balance various stakehold-
ers' interests through CSR activities and dividend policies 
(Freeman 1984; Freeman and Phillips 2002), (4) highlight-
ing the moderating role of industry sector, specifically the 
differences between financial and non-financial firms, in the 
CSR–dividend relationship, a dimension that has received 
limited attention in prior research, and (5) offering insights 
for corporate decision-makers, policymakers, and investors 
on aligning business practices with sustainability goals, par-
ticularly in challenging markets like Palestine.

The remainder of this study is organized as follows: 
Sect. "Theoretical background" reviews the literature and 
develops the hypotheses, Sect. "Research Methodology" out-
lines the study design and methodology, Sect. "Results and 
discussion" presents the empirical results, and Sect. "Con-
clusion" offers conclusions and recommendations.

Theoretical background

Dividend policy refers to how a firm distributes profits to 
shareholders, shaped by factors like financial performance, 
cash flow, growth opportunities, and strategic goals (Man-
neh and Naser 2015). Since it can influence stock prices 
and shareholder returns, dividend policy is a crucial aspect 
of corporate finance (Brealey et  al. 2014). Building on 
Miller and Modigliani’s (1961) dividend irrelevance the-
ory, frameworks such as agency theory (Jensen 1986; Jensen 
and Meckling 1976) and signaling theory (Ross 1977) help 
explain firms' distribution behaviors. Stakeholder theory 
(Freeman 1984) later enriched this analysis by emphasizing 
the broader range of stakeholders beyond shareholders, link-
ing sustainability initiatives to dividend policies.

Agency theory suggests that information asymmetry 
between managers and stakeholders can lead to conflicts. 
Managers may misuse free cash flow, overinvesting for per-
sonal gains or recognition (Zahid et al. 2023), potentially 
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impacting optimal sustainability investment (Yilmaz et al. 
2022; Ye and Zhang 2011). Dividends help mitigate these 
issues by reducing free cash flow and limiting managerial 
opportunism (Jensen 1986; Heaton 2019). Higher dividends 
also increase oversight from capital markets, imposing exter-
nal discipline (Oh and Park 2021).

According to signaling theory, dividends send important 
signals about a firm’s future earnings (Badru and Qasem 
2021; Cheung et al. 2018). Changes in dividend policy 
reveal insights into profitability, with higher dividends sign-
aling confidence in future cash flows and reducing informa-
tion asymmetry (Su et al. 2016). Paying higher dividends 
reassures investors and promotes fairness in resource distri-
bution (Sheikh 2022; He et al. 2012).

Stakeholder theory (Freeman 1984) expands the govern-
ance view to include a wider array of stakeholders, such as 
regulators, labor unions, and environmental groups (Oates 
2013). It suggests firms engage in CSR to meet stakeholder 
expectations, with these efforts reflected in sustainability 
disclosures (Dawkins 2005). CSR initiatives can align firm 
practices with stakeholder interests, enhancing relationships 
and firm value (Boesso and Michelon 2010). According to 
Heal (2005), CSR can boost revenues by improving asset 
allocation, management efficiency, and stakeholder relations, 
which may lead to higher earnings and dividend payouts.

Additionally, stakeholder theory sees CSR as a form of 
direct or indirect payout to stakeholders, through activities 
like volunteer programs or environmental initiatives (Freeman 
1984). These efforts can enhance a firm’s reputation, attract 
investors, and improve financial performance, leading to higher 
share prices and dividends (Cheng et al. 2014). By prioritizing 
stakeholder welfare, firms that engage in CSR tend to adopt 
more generous dividend policies (Cornell and Shapiro 1987). 
CSR disclosures also increase transparency, deterring mana-
gerial opportunism and supporting stronger dividend policies, 
benefiting both firms and stakeholders (Statman 2000; Hendi-
jani Zadeh 2021). By integrating agency, signaling, and stake-
holder theories, this study sheds light on how sustainability 
and CSR disclosures influence dividend policy, fostering better 
corporate governance and stakeholder relations.

The association between CSR disclosure 
and dividend policy

The literature offers mixed views on the relationship 
between voluntary disclosures, such as corporate social 
responsibility (CSR) and environmental, social, and gov-
ernance (ESG) practices, and dividend payments. Some 
studies argue that ESG practices negatively impact divi-
dends, as sustainability efforts reduce the excess cash avail-
able for distribution. For example, Niccolò et al. (2020) 
found this to be the case in Chinese firms, where ESG 
investments limit available cash flow. Similarly, Ni and 

Zhang (2019) and Cheung et al. (2018) suggest that firms 
with weaker governance systems experience reduced divi-
dends due to ESG investments. Saeed and Zamir (2021) 
also noted that ESG disclosures negatively affect dividends, 
especially in firms with high institutional ownership and 
growth opportunities. These studies suggest ESG and CSR 
disclosures may act as substitutes for dividends in address-
ing information asymmetry and agency conflicts.

On the other hand, several studies show a positive rela-
tionship between CSR disclosure and dividend policies. 
Benlemlih (2019), Rakotomavo (2012), and Cheung et al. 
(2018) found that firms committed to CSR tend to pay higher 
dividends, benefiting from improved stakeholder relation-
ships and reduced risks. Benjamin et al. (2018) and Hendi-
jani Zadeh (2021) also showed that greater environmental 
and social transparency leads to higher and more stable 
dividend payouts. Further support comes from Samet and 
Jarboui (2017), Salah and Amar (2022), and Sheikh et al. 
(2022), who found this positive link, particularly in Euro-
pean and US firms, where CSR enhances financial perfor-
mance and strengthens dividends.

CSR disclosure typically involves transparent communi-
cation about a firm’s social, environmental, and economic 
impacts (Crane et al. 2013). It fosters accountability and 
trust with stakeholders, ultimately enhancing firm value 
(Trihermanto and Nainggolan 2020). CSR's influence on 
dividends is linked to factors like reduced cost of capital, 
lower risk premiums, and increased investor loyalty (Oh and 
Park 2021; Cheung et al. 2018; Albuquerque et al. 2019). 
De Villiers et al. (2023) found that firms with strong CSR 
performance tend to pay higher dividends. Studies such as 
Benlemlih (2019), De Villiers et al. (2023), and Ellili (2022) 
support that firms with higher CSR disclosure are perceived 
as less risky and are more likely to pay dividends.

On the other hand, Saeed and Zamir (2021) argue that 
firms with greater external funding needs may see a nega-
tive impact on dividends. Increased monitoring from debt 
holders might lead to cautious CSR investments, limiting 
the cash available for dividends (Galema et al. 2008). Fon-
seka and Richardson (2023) presented inconclusive results, 
suggesting the CSR–dividend relationship may differ across 
contexts. Oh and Park (2021) suggest that the impact of CSR 
on dividends may depend on a firm’s cost of capital and 
profitability from CSR activities, adding complexity to the 
relationship between CSR disclosure and dividend payouts. 
Based on the mainstream insights, this study proposes the 
following hypotheses:

H1   Firms with higher levels of CSR disclosure are more 
likely to pay dividends.

H2  Firms with higher levels of CSR disclosure have a higher 
payout ratio.
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Do financial firms differ?

There are several reasons to expect financial and non-finan-
cial firms to differ in how CSR affects dividend propensity 
and payout ratio. First, non-financial firms typically face 
more financial constraints compared to financial firms, 
which have easier access to capital markets. Zahid et al. 
(2023) suggest that CSR disclosures reduce information 
asymmetry and lower financing costs, a benefit that is par-
ticularly crucial for non-financial firms with greater diffi-
culty securing external financing. Since non-financial firms 
are more constrained, CSR can help ease financial pressures 
and enhance their ability to pay dividends. In contrast, finan-
cial firms, with stronger access to capital, may experience 
a weaker relationship between CSR and dividend propen-
sity, as they are less reliant on CSR to overcome financial 
barriers.

Second, financial firms generally have more sophisticated 
financial reporting and stakeholder communication, which 
diminishes the added value of CSR disclosures in mitigating 
information asymmetry. Non-financial firms, however, may 
rely more on CSR to build stronger relationships with inves-
tors and stakeholders, making CSR disclosures more influen-
tial in their dividend decisions (Cuadrado-Ballesteros et al. 
2016). This difference supports the idea that CSR’s impact 
on dividend propensity will be weaker in financial firms.

Third, the earnings mechanism described by Zahid et al. 
(2023) highlights how sustainable activities contribute to 
earnings growth and improved cash flows through enhanced 
asset utilization and stronger stakeholder relationships. 
Therefore, CSR disclosures play a crucial role in signal-
ing financial stability and attracting investment (Badru and 
Qasem 2021; Rakotomavo 2012). In non-financial sectors, 
which often face tighter resource constraints and higher 
operating costs, these improvements may directly lead to 
higher payout ratios.

Fourth, financial firms operate under different regulatory 
and operational frameworks, which influence their dividend 
policies. With more stable access to capital markets, CSR 
may play a smaller role in their payout decisions. Regu-
latory capital requirements often limit their ability to pay 
dividends, reducing CSR’s impact on their payout ratios. In 
contrast, non-financial firms may rely more on CSR to boost 
earnings and cash flow (Zahid et al. 2023). This distinction 
suggests that the financial sector will exhibit a weaker rela-
tionship between CSR and payout ratio compared to non-
financial firms.

Based on this reasoning, the following hypotheses are 
proposed to investigate the moderating role of financial 
industry:

H3: The positive relationship between CSR disclosure 
and the propensity to pay dividends is weaker in financial 
firms compared to non-financial firms.

H4: The positive relationship between CSR disclosure 
and the dividend payout ratio is weaker in financial firms 
compared to non-financial firms.

Research methodology

This section discusses the study sample, variable measure-
ments, empirical models, and estimation methods.

Population and sample

The study includes all firms listed on the Palestine Stock 
Exchange (PEX) from 2013 to 2022, where complete data 
was available. This resulted in a sample of 41 firms out of 
the 48 listed, amounting to 410 firm-year observations. The 
data were manually collected from the publicly accessible 
annual reports of these firms, which were sourced from the 
PEX website.

Measurement of variables

The following outlines the measurement of the study's 
dependent, independent, and control variables.

Dependent variables: dividend policy and payout ratio

Consistent with prior research (Barros et al. 2023, 2020; 
Fonseka and Richardson 2023; Subramaniam and Sakthi 
2022), this study employs several measures to assess divi-
dend policy. To examine the propensity to pay dividends, 
a dividend policy dummy variable is used, where a value 
of 1 is assigned if a firm distributes dividends during the 
year, and 0 otherwise. The dividend payout ratio, defined as 
dividends paid divided by net income, is used to measure the 
level of dividend distribution.

Independent variable: CSR disclosure index

The CSR disclosure index is adapted for Palestine based on 
previous studies (Abdeljawad et al. 2024; Alia and Mardawi 
2021; Dwekat et al. 2020) and takes into account PEX regu-
latory reporting requirements. The index consists of 28 CSR 
items across four categories: environmental information, 
human resources, community involvement, and product 
information (Appendix 1).

CSR disclosure is measured using an additive, 
unweighted score. Content analysis of annual reports deter-
mines the presence or absence of CSR items, with a score of 
1 assigned for disclosed items and 0 for non-disclosed items. 
The disclosure score for each dimension is calculated by 
dividing the total number of items disclosed by the number 
of items in the category, with the same approach applied 
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to the overall index. To test the robustness of our results, 
we also constructed an alternative CSR index (CSR2) by 
averaging the scores of the four main dimensions, thereby 
assigning equal weight to each category rather than to indi-
vidual items. Relevant models were re-estimated using this 
dimension-weighted index.

Control variables

To better isolate the relationship between CSR disclosure 
and dividend policy, the study controls for several other 

factors that may influence dividends. These control variables 
include firm size, firm age, profitability, leverage, growth 
opportunities, and industry sector, following existing stud-
ies (Benlemlih 2019; De Villiers et al. 2023; Ellili 2022; 
Nurfitri et al. 2023). Table 1 summarizes the measurements 
used in this study.

Empirical models and estimation methods

To investigate the relationship between CSR disclosure and 
dividend policy or payout ratio in the Palestinian context, we 
used the following linear models (Model 1a and Model 1b):

(1a)
DividendPolicyit = a + �1CSR(oraCSRDimension)it + �2lnsizeit + �3lnAgeit

+ �4ROAit + �5FLEVit + �6GROWTHit + �7SECTORit + �it

(1b)
PayoutRatioit = a + �1CSR(oraCSRDimension)it + �2lnsizeit + �3lnAgeit

+ �4ROAit + �5FLEVit + �6GROWTHit + �7SECTORit + �it

Table 1   The definitions, and proxies, for the dependent, independent and control variables

Variable Label Operational definition References

Dependent variables
Dividend policy Div. policy Dummy variable which is 1 if firm pays 

dividends, 0 otherwise
Dewasiri et al. (2019)

Payout ratio Payout ratio Dividends divided by net income Fonseka and Richardson (2023)
Independent variables
Corporate social responsibility disclosure CSR CSR = ∑ Points of CSR Index /Total 

possible points
Abdeljawad et al., (2024), Alia 

and Mardawi (2021)
CSR2 CSR = ∑ Points of CSR dimensions/4

Dimensions of corporate social responsi-
bility disclosure

Environmental ∑ Points of Environmental dimension /
Total possible points

Human resources ∑ Points of Human Resources dimen-
sion /Total possible points

Community involvement ∑ Points of Community involvement 
dimension /Total possible points

Products ∑ Points of Products dimension /Total 
possible points

Control variables
Firm size ln size Natural logarithm of the total assets of 

the firm
Benlemlih (2019)

Firm age ln Age Natural logarithm of the number of years 
since establishment

Ellili (2022)

Profitability ROA Net income divided by total Assets Benlemlih (2019)
Firm leverage FLEV The total debt divided by total assets Nurfitri et al. (2023)
Growth opportunity Growth Natural logarithm of sales over the previ-

ous year sales
Benlemlih (2019)

Industry sector Sector Dummy variable equal to 1 if the firm in 
the financial sector, 0 otherwise

De Villiers et al. (2023)
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where α is the intercept; β1… β7 are the regression coef-
ficients; i is the firm: t is a year; variables label explained 
above on Table 1; and ε is the error term.

To explore the moderating effect of the financial sector 
on these relationships, we introduced an interaction term in 
Models 2a and 2b:

To meet the study's objectives, we applied various estima-
tion methods. Panel logit regression was used for the binary 
dependent variable "dividend policy." Additionally, we used 
panel Tobit regression to examine the extent of dividend 
payments through the payout ratio. The Tobit model is well-
suited for linear relationships where the dependent variable 
is censored, as the dividend payout ratio can be zero or posi-
tive. This approach is supported by prior research (Hendijani 
Zadeh 2021; Khan 2022; Badru and Qasem 2021; Yilmaz 
et al. 2022).

For robustness checks, we used system GMM estimators, 
lagged CSR variable, and dimension-based CSR index. All 
logit and Tobit models included robust standard errors based 
on bootstrapping to address small sample sizes and potential 
model misspecification.

(2a)
Dividend Policyit = a + �1CSR (or aCSRDimension)it + �2 ln sizeit + �3 ln Ageit + �4ROAit

+ �5FLEVit + �6GROWTHit + �7SECTORit + �8SECTOR ∗ CSR(oraCSRDimensions)it + �it

(2b)

PayoutRatioit = a + �1CSR(oraCSRDimension)it + �2lnsizeit + �3lnAgeit + �4ROAit

+ �5FLEVit + �6GROWTHit + �7SECTORit + �8SECTOR ∗ CSR(oraCSRDimensions)it + �it

Results and discussion

The results and discussion of descriptive statistics, correla-
tion analysis, estimation results, and robustness checks are 
presented next.

Descriptive analysis and Bi‑variate correlations

Table 2 provides the descriptive statistics for all variables, 
including the number of observations, mean, standard devia-
tion, minimum, and maximum values. The average dividend 
payout ratio is 31.5%, with 51.7% of the sample firms paying 
dividends of any amount, and 31.7% of the firms classified 
as financial institutions.

The CSR disclosure index shows a mean score of 50.2%. 
Zaid et al. (2019) reported that Palestinian-listed firms dis-
closed approximately 46% of CSR index items between 2013 
and 2016. Additionally, Alia and Mardawi (2021) found that 
firms on the PEX disclosed around 43.7% of CSR index 
items, while Abdeljawad et al. (2024) reported a 38.43% 
disclosure rate. The higher score in this study, which uses 
more recent data, suggests an improvement in CSR disclo-
sure practices, as also illustrated in Fig. 1.

Table 2 also summarizes firm characteristics, including 
size, financial leverage, age, profitability (ROA), and sales 
growth. These results align with previous studies in the Pal-
estinian context.

Figure 1 illustrates the annual average disclosure for each 
dimension of the CSR disclosure index in Palestinian firms 
from 2013 to 2022. The data reveal that the most disclosed 
dimension is product information, followed by community 
involvement and human resources. In contrast, environmen-
tal information is the least disclosed category. The overall 
CSR index demonstrates a significant increase in disclosure 
practices among Palestinian firms, indicating growing atten-
tion to CSR over time.

Table 3 presents the Pearson correlations between CSR 
disclosure, its individual dimensions, dividend payouts, and 
the control variables. As expected, the correlation between 
the CSR index and its dimensions is high, given that these 
components are used as independent variables in separate 
model specifications. The analysis reveals a significant 
positive relationship between CSR disclosure and divi-
dend payouts, providing initial support for the hypothesized 

Table 2   Descriptive statistics

Variable Obs Mean Std. Dev Min Max

Payout ratio 410 0.315 0.555 0 4.606
Div. policy 410 0.517 0.5 0 1
CSR 410 0.502 0.257 0.036 .964
Environmental 410 0.381 0.325 0 1
Human Resources 410 0.446 0.273 0 1
Community involvement 410 0.555 0.304 0 1
Products 410 0.628 0.353 0 1
FLEV 410 0.46 0.262 0.004 .975
ROA 410 0.038 0.092 −0.622 0.602
ln size 410 17.781 1.661 13.542 21.769
ln Age 410 3.093 0.563 0 4.344
Growth 410 0.031 0.241 −2.531 1.42
Sector 410 0.317 0.466 0 1
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relationships. Additionally, the correlation matrix indi-
cates that none of the coefficients between the explanatory 
variables exceeds 0.80, suggesting that multicollinearity is 
unlikely to be an issue. A variance inflation factor (VIF) 
analysis, though not reported here, further confirms that 
there is no multicollinearity problem, as all VIF values are 
below 5, consistent with Gujarati's (2009) recommendation.

Estimation results

The effect of CSR on the propensity to pay dividends

Table 4 presents the results from estimating Model 1a, which 
examines the impact of overall CSR scores and its individual 
dimensions on the likelihood of dividend payments (Col-
umns 1, 3, 5, 7, and 9), and Model 2a, which tests the moder-
ating effect of industry sector on this relationship (Columns 
2, 4, 6, 8, and 10), using logit regression. All models include 
year-fixed effects to control for time-specific influences, and 

Fig. 1   CSR dimensions disclosures in PEX from 2013 to 2022

Table 3   Correlation matrix

Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

(1) Payout ratio 1.000
(2) CSR 0.139 1.000
(3) Environmental 0.034 0.755 1.000
(4) Human Resources 0.143 0.849 0.492 1.000
(5) Community involvement 0.167 0.911 0.587 0.768 1.000
(6) Products 0.102 0.788 0.468 0.523 0.619 1.000
(7) FLEV −0.075 0.290 0.138 0.189 0.374 0.236 1.000
(8) ROA 0.082 0.139 0.021 0.129 0.135 0.165 −0.151 1.000
(9) ln size 0.175 0.542 0.447 0.428 0.597 0.308 0.455 0.058 1.000
(10) ln Age 0.018 −0.018 0.129 −0.048 −0.020 −0.105 −0.227 0.160 −0.057 1.000
(11) Growth −0.034 0.044 0.011 0.044 0.062 0.024 0.065 0.076 0.042 −0.015 1.000
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Table 4   Logit regression results on the effect of CSR disclosure on firms’ propensity to pay dividends

Dependent variable: Div. Policy CSR Index Community involvement Products

Variables (1) (2) (3) (4) (5)

CSR 1.951** 3.428***
(0.803) (0.984)

Sector*CSR −7.233***
(2.094)

Community involvement 2.366*** 2.576***
(0.743) (0.758)

Sector*Community involvement −1.445
(1.833)

Products 1.181***
(0.441)

FLEV −1.467* −2.380*** −1.791** −1.844** −1.698**
(0.752) (0.823) (0.776) (0.804) (0.701)

ROA 22.09** 19.10** 20.92** 20.71** 22.47**
(8.834) (9.164) (8.561) (8.582) (8.923)

Ln size 0.409*** 0.381*** 0.355*** 0.350*** 0.510***
(0.121) (0.114) (0.118) (0.112) (0.113)

Ln Age 0.307 0.471 0.318 0.352 0.384
(0.288) (0.288) (0.283) (0.271) (0.286)

Growth −0.350 −0.356 −0.390 −0.395 −0.342
(0.726) (0.675) (0.719) (0.711) (0.676)

Sector −0.00470 4.772*** −0.0822 0.976 0.160
(0.424) (1.485) (0.438) (1.468) (0.372)

Constant −9.040*** −9.304*** −8.080*** −8.210*** −10.84***
(2.097) (2.012) (2.046) (1.944) (2.080)

Years dummy Yes Yes Yes Yes Yes
Observations 410 410 410 410 410
Pseudo-R-sq 0.295 0.322 0.308 0.310 0.295

Dependent variable: Div. Policy Products Human resources Environmental

Variables (6) (7) (8) (9) (10)

Products 1.833***
(0.551)

Sector*Products −3.115**
(1.326)

Human Resources 1.639** 1.469*
(0.640) (0.859)

Sector*Human Resources 0.526
(1.498)

Environmental −0.477 2.698***
(0.502) (0.918)

Sector*Environmental −5.248***
(1.116)

FLEV −2.125** −1.229* −1.167 −1.588** −2.187***
(0.834) (0.707) (0.743) (0.738) (0.783)

ROA 20.48** 23.28*** 23.47*** 25.48** 20.65**
(8.855) (8.961) (8.987) (10.16) (8.916)

Ln size 0.496*** 0.448*** 0.460*** 0.588*** 0.473***
(0.106) (0.104) (0.116) (0.117) (0.118)
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bootstrapped robust standard errors are employed to address 
potential heteroscedasticity.

The results in Column 1 show a clear and significant 
positive relationship between overall CSR disclosure and 
the likelihood of paying dividends. In practical terms, a 1% 
increase in a firm’s CSR score is linked to a 1.95% higher 
probability of distributing dividends. Breaking down CSR 
into its main components, the results show that community 
involvement (Column 3), product responsibility (Column 
5), and human resources (Column 7) are all positively and 
significantly linked to the likelihood of dividend payments. 
This suggests that companies that actively contribute to their 
communities, focus on product quality and safety, and invest 
in employee well-being are more inclined to share profits 
with their shareholders. On the other hand, the environmen-
tal dimension (Column 9) does not show a significant effect 
on its own, which may imply that environmental efforts by 
themselves don’t strongly influence dividend decisions, or 
that their impact depends on other factors, like the industry 
in which the firm operates. These findings echo those of 
Sheikh (2022), who notes that CSR initiatives can strengthen 
a firm’s market presence and support its ability to pay cash 
dividends to shareholders. They also align with De Vil-
liers et al. (2023) and Ellili (2022), who argue that CSR 
disclosure reflects a company’s broader social commitment, 
enhancing reputation, financial performance, and dividend 
capacity. The results offer support for stakeholder theory, 
which emphasizes the importance of meeting diverse stake-
holder expectations (Freeman 1984; Freeman and Phillips 
2002), ultimately boosting firm performance and enabling 
more generous dividend policies. However, these findings 
differ from some prior studies, such as Fonseka and Richard-
son (2023) and Saeed and Zamir (2021), which report less 
consistent or even opposing patterns in the CSR–dividend 
relationship.

Columns 2, 4, 6, 8, and 10 examine whether the link 
between CSR and dividend payments varies between finan-
cial and non-financial firms. The results reveal a clear pat-
tern: the positive effect of overall CSR (Column 2) and 
product responsibility (Column 6) is significantly weaker 
in financial firms, likely due to their easier access to capital 
and less reliance on CSR as a market signal. In contrast, the 
interaction terms for community involvement (Column 4) 
and human resources (Column 8) are not significant, sug-
gesting these CSR dimensions influence dividend decisions 
similarly across sectors. Interestingly, while environmental 
disclosure was not significant on its own, it becomes posi-
tive and significant when sector is considered (Column 10), 
with the negative interaction indicating that this effect is 
stronger in non-financial firms, likely because environmental 
practices are more visible and relevant in those industries. 
Zahid et al. (2023) argue that CSR helps reduce information 
asymmetry and financing costs, particularly for non-financial 
firms that struggle with external financing. By alleviating 
financial pressures, CSR can help constrained firms secure 
financing and pay dividends. In contrast, financial firms, 
with easier access to capital, may have a weaker reliance on 
CSR disclosures to overcome financial challenges.

The associations between the control variables and divi-
dend policy are largely consistent with prior research. Firm 
size shows a significant positive relationship with dividend 
policy, in line with Benlemlih (2019), who argues that larger 
firms generally have higher free cash flow, face lower risks, 
and are more mature. These factors allow larger firms to 
secure external financing at lower costs, giving them more 
flexibility to distribute higher dividends.

Similarly, profitability is positively associated with divi-
dend policy, as more profitable firms are better positioned 
to pay dividends to shareholders. This aligns with Dewasiri 

Standard errors in parentheses, *** p < 0.01, ** p < 0.05, * p < 0.1

Table 4   (continued)

Dependent variable: Div. Policy Products Human resources Environmental

Variables (6) (7) (8) (9) (10)

Ln Age 0.449 0.317 0.298 0.275 0.189
(0.286) (0.262) (0.276) (0.268) (0.295)

Growth −0.413 −0.335 −0.339 −0.307 −0.333
(0.766) (0.677) (0.693) (0.725) (0.703)

Sector 2.583** −0.00684 −0.320 0.413 2.740***
(1.073) (0.408) (0.957) (0.396) (0.611)

Constant −10.97*** −9.674*** −9.794*** −11.29*** −9.543***
(2.003) (1.878) (1.948) (2.125) (2.129)

Years dummy Yes Yes Yes Yes Yes
Observations 410 410 410 410 410
Pseudo-R-sq 0.310 0.295 0.296 0.281 0.339
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Table 5   Tobit Regression Results on the Effect of CSR Disclosure on Dividend Payout Ratio

Dependent variable: Payout ratio CSR Index Community involvement Products

Variables (1) (2) (3) (4) (5)

CSR 0.666*** 0.970***
(0.227) (0.263)

Sector*CSR −2.205***
(0.714)

Community involvement 0.813*** 0.854***
(0.204) (0.226)

Sector*Community involvement −0.339
(0.580)

Products 0.398**
(0.158)

FLEV −0.658** −0.920*** −0.709*** −0.726** −0.748**
(0.260) (0.308) (0.257) (0.284) (0.296)

ROA 2.253*** 1.764*** 2.186*** 2.134*** 2.166***
(0.582) (0.590) (0.588) (0.629) (0.670)

Ln size 0.177*** 0.165*** 0.148*** 0.146*** 0.210***
(0.0462) (0.0445) (0.0448) (0.0489) (0.0431)

Ln Age 0.0143 0.0370 0.0160 0.0231 0.0354
(0.116) (0.121) (0.122) (0.122) (0.123)

Growth −0.147 −0.155 −0.163 −0.164 −0.144
(0.253) (0.264) (0.284) (0.267) (0.255)

Sector −0.213 1.306** −0.231* 0.0290 −0.156
(0.129) (0.514) (0.120) (0.479) (0.128)

Constant −3.227*** −3.132*** −2.763*** −2.766*** −3.781***
(0.896) (0.883) (0.901) (0.935) (0.842)

Years dummy Yes Yes Yes Yes Yes
Observations 410 410 410 410 410
Log-Likelihood −372.5 −367.7 −369.2 −369 −372.8

Dependent variable: Payout ratio Products Human resources Environmental

Variables (6) (7) (8) (9) (10)

Products 0.600***
(0.178)

Sector*Products −1.295***
(0.390)

Human resources 0.622*** 0.608**
(0.208) (0.238)

Sector*Human resources 0.0503
(0.472)

Environmental −0.198 0.535**
(0.179) (0.228)

Sector*Environmental −1.415***
(0.284)

FLEV −0.864*** −0.608** −0.601** −0.768*** −0.923***
(0.284) (0.265) (0.291) (0.281) (0.276)

ROA 1.929*** 2.271*** 2.275*** 2.466*** 1.685***
(0.577) (0.579) (0.634) (0.628) (0.629)

Ln size 0.197*** 0.190*** 0.191*** 0.246*** 0.209***
(0.0459) (0.0442) (0.0462) (0.0530) (0.0461)
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and Abeysekera (2022), who found that higher profits often 
lead to increased dividend payments.

Leverage, on the other hand, is negatively associated with 
dividend policy, suggesting that firms with higher debt levels 
tend to prioritize meeting their financial obligations over 
distributing profits. This negative relationship is supported 
by research such as Cheung et al. (2018) and Nurfitri et al. 
(2023), which indicate that leveraged firms are more focused 
on debt repayment than on dividend distribution.

Firm age and sales growth do not show significant effects 
on dividend decisions, suggesting that maturity and growth 
alone do not strongly influence payout behavior in this con-
text. This contrasts with the findings of Trihermanto and 
Nainggolan (2020), who reported that more established 
firms are more likely to pay dividends regularly, reflecting 
greater financial stability compared to younger firms. The 
sector dummy is mostly insignificant, indicating that while 
industry differences matter when interacted with CSR, they 
are not consistently influential on their own.

The effect of CSR on payout ratio

Table 5 presents the estimation results of Model 1b, which 
examines the impact of overall CSR disclosure and its 
dimensions on the dividend payout ratio (Columns 1, 3, 5, 
7, and 9), and Model 2b, which tests the moderating effect of 
sector on these relationships. All regressions are estimated 
using the Tobit model. Consistent with the study’s hypoth-
esis, the analysis reveals a significant positive relationship 
between CSR disclosure and the amount of dividends paid. 
In Column 1, the overall CSR index shows a positive and 
statistically significant effect, suggesting that firms with 
stronger CSR disclosure tend to distribute a larger portion 
of their earnings to shareholders. This supports the idea that 
socially responsible firms build stakeholder trust, which in 
turn promotes more generous profit distribution.

Examining the individual CSR dimensions, community 
involvement (Column 3), product responsibility (Column 5), 
and human resources (Column 7) all show strong and sig-
nificant positive associations with dividend payouts. These 
findings suggest that firms actively engaged in their com-
munities, committed to product quality, and supportive of 
employee welfare are more likely to reward shareholders. In 
contrast, the environmental dimension (Column 9) does not 
show a significant effect on its own, indicating that environ-
mental initiatives may only influence dividend decisions in 
specific sectors or contexts.

Overall, the results are in line with those of Ellili (2022), 
Dahiya et al. (2023), and Sheikh et al. (2022), who argue 
that transparent CSR disclosures provide shareholders with 
clearer insights into firm cash flows, leading to higher divi-
dend payments. CSR, in this view, signals a firm’s commit-
ment to social responsibility, enhances its reputation, and 
encourages dividend distribution.

This positive relationship suggests that CSR practices 
not only improve profitability but also reduce agency issues, 
mitigate information asymmetry, and send positive market 
signals, supporting both agency and signaling theories. 
These findings align with previous research by Salah and 
Amar (2022) and Verga Matos et al. (2020), which show that 
higher CSR disclosure scores contribute to increased divi-
dends through mechanisms such as reputation building, risk 
mitigation, profitability improvement, attracting long-term 
investors, and responsiveness to regulatory and stakeholder 
demands. In turn, these factors enable firms to initiate, raise, 
and maintain consistent dividend payments. These results 
also support "the earnings channel" concept, as described 
by Cheung et al. (2018), whereby CSR investments enhance 
earnings and lead to higher dividend payments, consistent 
with studies by Dewasiri and Abeysekera (2022), Hendijani 
Zadeh (2021), Benlemlih (2019), and Samet and Jarboui 
(2017).

Table 5   (continued)

Dependent variable: Payout ratio Products Human resources Environmental

Variables (6) (7) (8) (9) (10)

Ln Age 0.0354 0.0266 0.0253 0.0316 −0.0213
(0.124) (0.117) (0.120) (0.121) (0.121)

Growth −0.167 −0.138 −0.138 −0.129 −0.141
(0.256) (0.277) (0.261) (0.274) (0.253)

Sector 0.868*** −0.252* −0.285 −0.109 0.562***
(0.330) (0.131) (0.345) (0.119) (0.187)

Constant −3.644*** −3.450*** −3.460*** −4.131*** −3.455***
(0.916) (0.865) (0.886) (1.013) (0.923)

Years dummy Yes Yes Yes Yes Yes
Observations 410 410 410 410 410
Log-Likelihood −368.5 −371.9 −371.9 −375.5 −366.6
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Columns 2, 4, 6, 8, and 10 test whether the relationship 
between CSR and dividend payouts differs by sector. In 
Column 2, the negative and highly significant interaction 
term suggests that the positive effect of overall CSR dis-
closure on dividends is weaker for financial firms, likely 
because they face fewer financial constraints and rely less 
on CSR as a signal of stability. A similar pattern appears in 
Column 6, where the interaction for product responsibility 
is also negative and significant, indicating that product-
related CSR efforts are more relevant in non-financial, 
consumer-facing sectors.

In contrast, the interaction terms for community 
involvement (Column 4) and human resources (Column 
8) are not significant, suggesting that these dimensions 
influence dividend payouts similarly across both sectors. 
Interestingly, while environmental disclosure was not sig-
nificant on its own, it becomes positive and significant in 
Column 10 when interacted with the sector dummy. The 
negative interaction term implies that environmental CSR 
has a stronger effect in non-financial firms, where such 
practices are more visible and financially material.

Zahid et al. (2023) explain that CSR disclosures help 
reduce information asymmetry and lower financing costs, 
an advantage particularly valuable for non-financial firms 
that often face greater challenges accessing external capi-
tal. In such firms, CSR plays a more prominent role in 
signaling stability and enhancing credibility, which in turn 
supports dividend payments. Financial firms, on the other 
hand, typically enjoy easier access to funding and are less 
dependent on CSR to bridge financing gaps, weakening 
the CSR–dividend link.

Moreover, financial institutions generally have more 
developed reporting systems and communication chan-
nels, reducing the marginal value of CSR disclosures in 
addressing information asymmetry. In contrast, CSR dis-
closure in non-financial firms serves as a more critical 
tool for investor engagement and trust-building, making it 
more influential in dividend-related decisions (Cuadrado-
Ballesteros et al. 2016).

Zahid et al. (2023) further emphasize that CSR initiatives 
can improve asset utilization and stakeholder relations, lead-
ing to stronger long-term earnings and cash flows, especially 
in non-financial sectors, where firms often operate under 
tighter resource constraints. These improvements may trans-
late into higher payout ratios as firms signal financial health 
to investors.

Finally, financial firms are subject to different regula-
tory and capital requirements, which can restrict their abil-
ity to pay dividends. These constraints reduce the role CSR 
plays in influencing dividend payouts in the financial sector, 
whereas in non-financial firms, CSR serves as a strategic 
lever to enhance earnings, mitigate risk, and justify higher 

distributions. As a result, the CSR–dividend relationship 
clearly stronger for non-financial sectors.

Regarding the control variables, the results align with 
expectations and previous studies (Hasan and Habib 2020; 
Benlemlih 2019; Cheung et al. 2018). Profitability (ROA) 
and firm size both have positive and significant effects, sug-
gesting that more profitable and larger firms are better posi-
tioned to distribute dividends. Larger firms typically gener-
ate more free cash flow, while higher profitability provides 
surplus cash, both of which facilitate dividend payments. 
The positive effect of size also implies that larger firms can 
support dividend payouts while simultaneously investing in 
CSR activities.

Leverage is negatively associated with dividend payouts, 
consistent with the idea that highly indebted firms prioritize 
debt servicing, leaving less cash for shareholders, a result 
also found by Ellili (2022) and Su et al. (2014). Firm age 
and sales growth remain statistically insignificant, indicat-
ing that maturity and growth are not key determinants of 
dividend policy in this context, unlike the findings of Fatemi 
and Bildik (2012).

Although the sector dummy is inconsistently significant, 
the interaction terms clearly highlight that industry differ-
ences do matter, particularly in how environmental and 
product-related CSR efforts influence dividend behavior in 
financially constrained, non-financial firms.

Robustness analysis

The study performs several additional analyses to test the 
robustness of the findings subject to alternative measures 
of independent variable and different estimation methods.

Dynamic nature of the CSR–dividend payout relationship

If a firm follows a smoothing strategy for dividends, a par-
tial adjustment model is the appropriate specification for 
estimating the relationship between CSR and dividends. In 
this case, the generalized method of moments (GMM) is 
the suitable estimation method to address potential endoge-
neity issues (Blundell and Bond 2000). The system GMM 
approach, in particular, is effective in handling concerns 
like reverse causality, simultaneity bias, and omitted vari-
able problems. Table 6 presents the results of System GMM 
estimations. Diagnostic tests support model validity, with no 
signs of second-order serial correlation (AR2 p > 0.6) and 
acceptable Hansen test results (p-values well above 0.1), 
indicating that the instruments used in the GMM estimation 
are valid and the model is not overfitted.

In Column 1, the overall CSR index remains positively 
and significantly linked to dividend payout, echoing earlier 
findings that socially responsible firms tend to distribute 
more to shareholders. This suggests that CSR enhances trust 
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Table 6   System GMM regression results on the effect of CSR disclosure on dividend payout ratio

Dependent variable: Payout ratio CSR Index Environmental Human resources

Variables (1) (2) (3) (4) (5)

CSR 0.326** 0.446**
(0.158) (0.179)

Sector*CSR −0.764**
(0.322)

Environmental −0.002 0.264
(0.096) (0.172)

Sector*Environmental −0.513**
(0.198)

Human Resources 0.261
(0.198)

FLEV −0.278** −0.369** −0.266* −0.335** −0.235*
(0.137) (0.138) (0.145) (0.150) (0.137)

ROA −0.196 −0.286 −0.150 −0.280 −0.179
(0.215) (0.239) (0.210) (0.258) (0.211)

Ln size 0.045 0.038 0.061** 0.053* 0.051*
(0.027) (0.028) (0.027) (0.027) (0.026)

Ln Age −0.035 −0.031 −0.009 −0.045 −0.021
(0.087) (0.086) (0.088) (0.092) (0.092)

Growth −0.067 −0.069 −0.060 −0.061 −0.066
(0.099) (0.099) (0.095) (0.097) (0.100)

Sector −0.104 0.428 −0.040 0.220 −0.103
(0.118) (0.260) (0.103) (0.134) (0.138)

L.Payout ratio 0.248 0.235 0.250 0.240 0.249
(0.189) (0.185) (0.184) (0.188) (0.185)

Constant −0.465 −0.376 −0.695 −0.501 −0.591
(0.413) (0.416) (0.430) (0.439) (0.399)

Observations 369 369 369 369 369
Number of ID 41 41 41 41 41
AR1 p 0.0617 0.0629 0.0587 0.0594 0.0579
AR2 p 0.630 0.627 0.624 0.580 0.615
Hansen p 0.211 0.219 0.224 0.196 0.229

Dependent variable: Payout ratio Human resources Community involvement Products

Variables (6) (7) (8) (9) (10)

Human Resources 0.192
(0.224)

Sector*Human Resources 0.279
(0.371)

Community involvement 0.355** 0.396***
(0.139) (0.144)

Sector*Community involvement −0.307
(0.357)

Products 0.171 0.255**
(0.109) (0.121)

Sector*Products −0.492*
(0.292)

FLEV −0.202 −0.321** −0.338** −0.299** −0.346**
(0.127) (0.149) (0.149) (0.141) (0.146)
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and financial credibility, encouraging more generous divi-
dend practices. When breaking CSR into its components, 
community involvement (Column 7) and product respon-
sibility (Column 9) both show significant positive effects, 
indicating that companies active in these areas are more 
likely to increase dividends. In contrast, environmental and 
human resource disclosures do not show a significant impact 
on their own, implying their influence may depend more on 
industry context.

The interaction results highlight important sector differ-
ences. In Column 2, the negative and significant interaction 
between CSR and the financial sector suggests that the posi-
tive CSR–dividend link is weaker in financial firms, likely 
due to easier access to capital and tighter regulatory over-
sight. A similar pattern appears for environmental (Column 
4) and product responsibility (Column 10), where CSR’s 
positive effect is concentrated in non-financial firms, where 
these activities tend to be more visible and relevant. Mean-
while, the interactions for human resources (Column 6) and 
community involvement (Column 8) are not significant, sug-
gesting their influence on payouts is relatively consistent 
across sectors.

The impact of lagged CSR disclosure on dividend policy: 
Addressing reverse causality concerns

The findings Table 7 consistently reveal that lagged CSR 
disclosure is positively and significantly linked to both the 
likelihood of paying dividends and the amount paid. This 
suggests that firms engaging in CSR activities are not only 
acting responsibly but are also more inclined to reward 
their shareholders. By using lagged CSR, the analysis helps 
reduce concerns about reverse causality, ensuring that CSR 
efforts come before dividend decisions, not the other way 
around. Interestingly, the interaction term shows that this 
positive relationship is weaker for financial firms, likely 
because they already have easier access to capital and rely 
less on CSR to signal credibility. Finally, the system GMM 
models reinforce the robustness of these results.

Re‑estimating models with dimension‑weighted CSR 
disclosure

To check the reliability of our results, we created an alter-
native version of the CSR index by averaging the scores of 
the four main disclosure dimensions; environmental, human 
resources, community involvement, and product informa-
tion, giving equal weight to each category instead of to each 
individual item. We then re-estimated all relevant models 
using this dimension-based index (CSR2).

Table 6   (continued)

Dependent variable: Payout ratio Human resources Community involvement Products

Variables (6) (7) (8) (9) (10)

ROA −0.165 −0.198 −0.228 −0.227 −0.262
(0.213) (0.218) (0.221) (0.210) (0.206)

Ln size 0.056** 0.038 0.035 0.057** 0.050*
(0.027) (0.026) (0.026) (0.027) (0.028)

Ln Age −0.027 −0.043 −0.038 −0.013 −0.014
(0.092) (0.091) (0.093) (0.079) (0.074)

Growth −0.065 −0.073 −0.076 −0.062 −0.065
(0.100) (0.102) (0.103) (0.096) (0.097)

Sector −0.276 −0.109 0.126 −0.067 0.328
(0.240) (0.112) (0.300) (0.101) (0.263)

L.Payout ratio 0.250 0.234 0.230 0.253 0.249
(0.184) (0.197) (0.197) (0.182) (0.181)

Constant −0.641 −0.328 −0.316 −0.692* −0.599
(0.402) (0.415) (0.414) (0.396) (0.416)

Observations 369 369 369 369 369
Number of ID 41 41 41 41 41
AR1 p 0.0571 0.0696 0.0712 0.0578 0.0590
AR2 p 0.621 0.624 0.632 0.632 0.661
Hansen p 0.232 0.202 0.205 0.227 0.242
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As shown in Table 8, the results remained in line with 
our earlier findings. The CSR2 index continued to show a 
positive and significant link with both the likelihood of pay-
ing dividends and the payout ratio across the Logit, Tobit, 
and System GMM models. The interaction between CSR2 
and the financial sector also stayed negative and significant, 
reinforcing the idea that CSR2’s effect on dividend policy 
is less pronounced in financial firms.

These results strengthen our overall conclusions, show-
ing that the relationship between CSR disclosure and divi-
dend policy holds steady regardless of how the CSR index 
is constructed.

We also conducted additional robustness checks using 
ordinary least squares (OLS) models instead of Tobit mod-
els. The results from these unreported OLS analyses are 
consistent with our previously reported findings, further 
reinforcing the reliability and robustness of the study’s 
conclusions.

Conclusion

This study contributes to the expanding literature on the 
intersection of corporate social responsibility (CSR) and 
dividend policy, with a focus on emerging markets, a con-
text that remains insufficiently examined. Using firm-level 
data from Palestine between 2013 and 2022, we employed 
Logit, Tobit, and system GMM models to investigate how 
CSR disclosure affects both the propensity to pay dividends 
and the payout ratio. The use of lagged CSR variables and a 
dimension-weighted index further enhances the robustness 
of our findings and mitigates concerns about endogeneity 
and index construction bias.

The results consistently demonstrate that CSR disclo-
sure is positively associated with dividend policy outcomes. 
Firms that are more transparent about their CSR practices 
are more likely to pay dividends and to distribute higher 
amounts. This relationship is particularly strong among 

Table 7   Logit, Tobit, and 
system GMM estimates on 
the influence of lagged CSR 
disclosure on dividend policy 
and payout ratio

Dependent variable Logit estimate Tobit estimate System GMM esti-
mates

Div. policy Payout ratio Payout ratio

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

L.CSR 2.609*** 4.777*** 0.873*** 1.271*** 0.303* 0.435**
(0.764) (1.043) (0.209) (0.248) (0.172) (0.195)

Sector*L.CSR −10.08*** −2.710*** −0.818**
(2.559) (0.669) (0.303)

FLEV −1.705** −3.117*** −0.799*** −1.170*** −0.271* −0.377**
(0.840) (0.944) (0.227) (0.254) (0.136) (0.145)

ROA 19.73** 16.36* 2.001*** 1.316** −0.186 −0.289
(9.132) (8.768) (0.655) (0.600) (0.212) (0.256)

Ln size 0.417*** 0.390*** 0.181*** 0.166*** 0.045 0.038
(0.116) (0.131) (0.0481) (0.0488) (0.028) (0.028)

Ln Age 0.332 0.553 −0.0566 −0.0381 −0.029 −0.024
(0.317) (0.349) (0.124) (0.117) (0.087) (0.087)

Growth −0.208 −0.133 −0.0553 −0.0374 −0.058 −0.056
(0.730) (0.717) (0.235) (0.226) (0.098) (0.099)

Sector 0.00121 6.541*** −0.181 1.662*** −0.097 0.458*
(0.441) (1.774) (0.126) (0.464) (0.118) (0.245)

L.Payout ratio 0.253 0.242
(0.190) (0.188)

Constant −9.253*** −9.834*** −3.092*** −2.952*** −0.474 −0.387
(2.157) (2.427) (0.940) (0.950) (0.422) (0.421)

Years dummy Yes Yes Yes Yes
Observations 369 369 369 369 369 369
Pseudo-R-sq 0.303 0.347
Number of ID 41 41
AR1 p 0.0607 0.0630
AR2 p 0.631 0.641
Hansen p 0.228 0.236
Log-Likelihood −321.6 −314.6
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non-financial firms, which often face significant financing 
constraints in emerging markets. In such institutional envi-
ronments, where capital markets are less mature and investor 
protections are limited, CSR appears to serve as an impor-
tant signaling mechanism, enhancing a firm’s legitimacy, 
reducing information asymmetry, and building stakeholder 
trust.

By contrast, financial firms, typically subject to tighter 
regulatory oversight and possessing more stable access to 
capital, exhibit a weaker CSR–dividend relationship. This 
industry variation underscores the relevance of contextual 
factors in shaping the financial consequences of CSR, par-
ticularly in economies where institutional voids make vol-
untary disclosure more consequential.

Our disaggregated analysis reveals that not all CSR 
dimensions exert equal influence. Community involvement, 
product responsibility, and human resources consistently 
enhance dividend payouts, while environmental disclosure 

shows sector-dependent effects. This suggests that in emerg-
ing markets, where stakeholders may prioritize visible and 
socially impactful CSR efforts, firms benefit from tailoring 
their CSR strategies to meet local expectations and sectoral 
relevance.

From a strategic perspective, these findings imply that 
CSR in emerging economies should not be viewed merely as 
a compliance or branding tool, but as a financially strategic 
practice that aligns with shareholder and stakeholder inter-
ests alike. In environments marked by economic volatility, 
limited investor protection, and resource constraints, CSR 
can strengthen financial credibility, reduce agency conflicts, 
and enable firms to sustain dividend policies.

For corporate leaders, the study highlights the impor-
tance of embedding CSR into core operations to reinforce 
firm reputation and investor confidence. For investors, CSR 
disclosure offers a useful lens for evaluating long-term 
governance and financial resilience. For policymakers and 

Table 8   Logit, Tobit, and 
system GMM estimates on 
the influence of dimension-
weighted CSR disclosure on 
dividend policy and payout ratio

Dependent variable Logit estimate Tobit estimate System GMM estimates

Div. policy Payout ratio Payout ratio

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

CSR2 1.792** 3.518*** 0.604*** 0.960*** 0.304* 0.445**
(0.782) (0.996) (0.220) (0.268) (0.151) (0.173)

Sector*CSR2 −8.125*** −2.497*** −0.870***
(2.089) (0.698) (0.315)

FLEV −1.469** −2.548*** −0.664** −0.968*** −0.278** −0.382***
(0.749) (0.842) (0.264) (0.306) (0.137) (0.141)

ROA 22.28** 18.67** 2.275*** 1.667*** −0.194 −0.305
(8.885) (9.180) (0.617) (0.630) (0.214) (0.242)

Ln size 0.420*** 0.396*** 0.182*** 0.169*** 0.046* 0.039
(0.120) (0.115) (0.0443) (0.0470) (0.027) (0.028)

Ln Age 0.300 0.478* 0.0136 0.0345 −0.034 −0.031
(0.286) (0.289) (0.121) (0.118) (0.086) (0.084)

Growth −0.346 −0.359 −0.145 −0.157 −0.066 −0.069
(0.725) (0.681) (0.262) (0.272) (0.098) (0.098)

Sector 0.0296 5.367*** −0.201 1.505*** −0.099 0.504*
(0.420) (1.464) (0.125) (0.499) (0.116) (0.253)

L.Payout ratio 0.249 0.234
(0.188) (0.184)

Constant −9.158*** −9.553*** −3.287*** −3.182*** −0.481 −0.387
(2.090) (2.041) (0.877) (0.891) (0.413) (0.417)

Years dummy Yes Yes Yes Yes
Observations 410 410 410 410 369 369
Pseudo-R-sq 0.293 0.329
Number of ID 41 41
AR1 p 0.0612 0.0623
AR2 p 0.631 0.625
Hansen p 0.211 0.221
Log-Likelihood −373 −366.6
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regulators in emerging markets, these insights can inform 
efforts to design disclosure frameworks that encourage CSR 
transparency, market discipline, and financial inclusion.

Nonetheless, this study is not without limitations. It 
focuses exclusively on dividend payouts and excludes other 
forms of capital distribution, such as share repurchases, 
which are not permitted in the Palestinian market. Addi-
tionally, while our findings are robust within the Palestinian 
context, their generalizability may be constrained by insti-
tutional differences across other regions. Future research 
could extend this line of inquiry to comparative settings or 
explore how specific CSR regulations affect payout behavior 
in diverse emerging economies.

Appendix 1

CSR Discloser index Average Score

Environmental dimension
Environmental management system 0.409
Anti-pollution 0.498
Make financial contributions in the field of environ-

mental protection
0.258

Compliance with environmental regulations and 
requirements

0.498

Recycling plant of waste products 0.323
Contribute to environmental protection programs 0.330
average 0.386
Human resources dimension
Number of employees 0.858
Information about employee benefits 0.312
Employee satisfaction 0.328
Workplace safety 0.467
Holidays and vacations 0.163
Education facilities 0.574
Employee salaries 0.474
Provide information on the stability of workers' 

work and the future of the company
0.409

average 0.448
Community dimension
Charitable donations and activities 0.879
Support for public health 0.681
Education support 0.679
Supporting arts and culture 0.486
Parks and gardens 0.233
Social welfare 0.474
Medical institutions 0.393
Conferences 0.598
average 0.553
Products dimension
Ensure product safety 0.730
Product quality 0.744

CSR Discloser index Average Score

Product development 0.665
Consumer complaints and satisfaction 0.479
Providing services to clients 0.523
Information about research projects 0.591
average 0.622
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