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Abstract 

This study examines how dividend policies shape shareholder wealth in Nigerian listed companies 

amid intersecting challenges of economic volatility, regulatory constraints, and cultural 

expectations. Employing a mixed-methods approach, we analyze financial data from 50 Nigerian 

Stock Exchange-listed firms (2015–2023)—stratified across banking, manufacturing, and telecom 

sectors—and qualitative insights from semi-structured interviews with 15 CFOs and institutional 

investors. Key findings reveal that consistent dividend payouts drive shareholder returns (18% 

higher annualized returns for stable payers; β = 0.41, *p* < 0.01 in banking), yet macroeconomic 

instability—particularly forex scarcity (β = -0.73, *p* < 0.01) and inflation averaging 15.4%—

erodes real value. Regulatory compliance (e.g., CAM Act profit mandates) and cultural norms for 

high payouts dominate firm-level decisions, often overriding profitability. The study advances 

a *Volatility-Adaptive Dividend Framework*, proposing hybrid models (e.g., forex-linked payouts 

reducing stock volatility by 22%) and ESG-aligned strategies (e.g., Dangote Cement’s 5% 

community reinvestment, boosting satisfaction scores by 18 points) to balance liquidity needs and 

investor expectations. By contextualizing signaling and agency theories to Nigeria’s institutional 

realities—including weak governance in family firms and retail investor dominance—this research 

offers actionable strategies: firms should adopt dynamic payout triggers, policymakers must 

prioritize forex access reforms, and investors ought to discount nominal growth during 

hyperinflation. While limited by self-reported data, the findings advocate for comparative African 
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studies (e.g., Kenya, South Africa) and digital currency solutions to address forex constraints. The 

study concludes that adaptive, context-sensitive policies are indispensable for shareholder value 

creation in frontier markets, challenging one-size-fits-all dividend paradigms. 

 

Keywords: Dividend policy, Shareholder wealth, Nigerian markets, Economic volatility, Hybrid 

models. 

 

Introduction 

Dividend policy remains the cornerstone of corporate finance and serves as a critical mechanism 

to align management with shareholder expectations and to signal the financial health of the 

company (Miller & Modigliani, 1961). In emerging markets, where information asymmetries and 

institutional deficits are prevalent, dividends are assumed to be of greater importance as a 

management tool and as a barometer of corporate stability (La Porta et al., 2000). But the 

relationship between dividend policy and shareholder wealth is far from uniform. Context factors 

- economic instability, regulatory frameworks, and cultural norms - profoundly shape dividend 

strategies, especially in Sub-Saharan Africa (SSA), a region under-represented in the literature on 

dividends (Glen et al., 1995; Amidu & Abor, 2006). Nigeria, the largest (SSA) country, offers a 

compelling case study: its listed companies are grappling with hyperinflation, chronic foreign 

exchange shortages, and regulatory uncertainty, all of which complicate dividend decisions 

(Okafor et al., 2010; Okafor et al., 2021). The study examines how Nigerian companies navigate 

these challenges in order to optimize shareholder wealth, and addresses the critical gap between 

emerging-market finance and African economics. 

Theoretical discussions about dividend policy have long focused on the relevance of dividends to 

shareholder value. While Miller and Modigliani (1961) argued that dividends were irrelevant in 

perfect markets, subsequent research has emphasized their role as a signal in imperfect economies 

(Bhattacharya, 1979; Jensen, 1986). In developed markets, dividends stabilize investor returns and 

alleviate agency conflicts (Easterbrook, 1984), but in emerging economies, their usefulness is 

tempered by macroeconomic instability and insufficient investor protection (Adaoglu, 2000; 

Aivazian et al., 2003). Nigeria illustrates this duality. Although it accounts for 20 percent of SSA's 

GDP, its economy remains tied to volatile oil exports (65 percent of government revenues), which 

fuel cyclical exchange shortages and inflation (CBN, 2022). For listed companies, these shocks 

disrupt cash flows and require a trade-off between dividend consistency and liquidity (Uwuigbe et 

al., 2018). Meanwhile, regulatory frameworks such as the Nigerian Companies and Allied Matters 

Act (CAMA) mandate profit distribution limits, but loopholes in enforcement remain, allowing 

managers to abuse minority shareholders (Ofoegbu and Okoye, 2017). In this context, dividend 

policy is not just a financial decision, but a strategic imperative for survival and confidence 

building. 

The existing scholarship on dividend policy is biased towards developed economies, with little 

attention being given to the unique institutional ecosystems of the SSA’s (Nnadi et al., 2013; Al-

Malkawi et al., 2014). Even in emerging-market studies, the experience of Nigeria, despite its 

systemic risks, is still under-reported: inflation has averaged 15.4 percent between 2015 and 2023, 

and the naira has depreciated by 230 percent against the dollar (World Bank, 2023). Previous 

research has identified macroeconomic stability and regulatory quality as key determinants of 

dividend decisions (Fatemi & Bildik, 2012; Khan et al., 2017), but the context in Nigeria - marked 

by erratic exchange rate policies and political rent-seeking - remains under-explored. For example, 

while Amidu and Abor (2006) link the payouts of Ghanaian companies to profitability, Nigerian 
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companies face other constraints: the CBN's restrictions on repatriating dividends in dollars 

(Adelegan, 2009) and cultural expectations that favor high payouts regardless of liquidity 

(Yadirichukwu and Chigbu, 2014). These gaps prevent theoretical and practical strategies from 

being implemented, leaving businesses and policymakers without a sound legal framework for 

reconciling shareholder returns with macroeconomic realities. 

 

Research Objectives and Questions 

The study has three objectives 

1. to analyze the relationship between dividend policy and shareholder wealth in Nigeria, 

taking into account returns adjusted for inflation.  

2. Identify the company level and macroeconomic determinants of dividend payments in a 

volatile Nigerian environment.  

3. Design adaptive dividend strategies that increase shareholder value in the face of currency 

fluctuations and regulatory restrictions. 

With these objectives in mind, the research addresses three questions: 

• how does dividend policy affect the wealth of shareholders in Nigerian listed companies?  

• What are the main drivers of dividend policy in Nigeria, taking into account economic 

volatility and regulatory frameworks?  

• How can Nigerian companies strategically design dividend policies to increase shareholder 

wealth in the midst of currency turmoil and political instability? 

 

Significance 

This research bridges the gap between the knowledge of the profession and the practitioners of the 

profession. Theoretically, it extends the theories of signaling and agency (Bhattacharya, 1979; 

Jensen, 1986) to the Nigerian context and tests their applicability to hyper-volatile markets. For 

example, while signaling theory assumes that dividends convey positive information, Nigerian 

companies may prefer to pay symbolic dividends to placate shareholders, a phenomenon that is 

not well-explored in mainstream literature (Okafor et al., 2021). In practice, the study provides 

practical insights for companies balancing liquidity needs with liquidity demands. For example, 

hybrid dividend models (fixed + variable components) could reduce foreign exchange risk, while 

ESG-aligned payments (e.g. reinvesting profits in community projects) could be aligned with the 

global sustainability trend (Baker et al., 2019; Gillan et al., 2021).  Policymakers also stand to 

benefit: the findings could inform reforms to simplify the access to foreign exchange for dividends 

and to strengthen the protection of minority shareholders under the CAMA--a pressing need, given 

Nigeria's ranking of 109th out of 190 in investor protection (World Bank, 2022). 

 

Positioning Within Literature 

This study deals with three traditions of literature. First, it challenges the dividend-incompetence 

theorem (Miller and Modigliani, 1961) by showing how Nigeria's market imperfections magnify 

the wealth effect of dividends, in line with the findings of Adaoglu (2000) in Turkey. Second, it 

builds on the work of Amidu and Abor (2006) on Ghana, by incorporating the unique dynamics of 

the Nigerian economy in its regulatory and exchange rate arrangements, and by showing how 

macroeconomic instability moderates determinants at the level of businesses, such as profitability. 

Third, it responds to the call by Khan et al. (2017) for context-specific dividend strategies in fragile 

economies and offers a plan for Nigerian companies that integrates hedging mechanisms (such as 

forward foreign exchange contracts) and the principle of participatory capitalism.  
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By synthesizing these views, the study not only advances academic discourse, but also provides 

Nigerian businesses and regulators with tools to navigate the increasingly complex financial 

environment. It also highlights the need for contextual research in emerging markets - a 

contribution that will have repercussions far beyond Nigeria.  

 

Literature Review 

The relationship between dividend policy and shareholder wealth has been extensively studied in 

developed markets, but there are still important gaps in understanding how this dynamic works in 

volatile emerging economies like Nigeria. This review synthesizes theoretical perspectives, 

empirical findings and contextual factors that shape dividend decisions in Nigeria's unique 

economic environment. By critically examining the existing literature, we identify the main 

limitations of the existing frameworks and identify the need for a more nuanced approach that 

takes into account macroeconomic instability in Nigeria, regulatory constraints and cultural 

influences on the remuneration behaviour of companies.  

 

Theoretical Perspectives on Dividend Policy 

The academic discourse on dividend policy was profoundly shaped by the incompleteness 

theorem (Miller and Modigliani, 1961), which states that in perfect capital markets, dividend 

decisions do not affect the value of companies. But this theoretical construct does not take into 

account the institutional reality of emerging markets such as Nigeria, where information 

asymmetries, capital market imperfections, and fiscal inefficiencies make dividend policy of great 

importance (La Porta et al., 2000; Adaoglu, 2000). Unemployment insurance supplements support 

this criticism, based on empirical evidence from comparable African markets. The study by Amidu 

and Abor (2006) on Ghanaian companies shows that dividends are a key financial signal in an 

environment where alternative information channels are not yet well developed, directly 

challenging the relevance of the non-negotiable theorem for sub-Saharan Africa.  

Signaling theory (Bhattacharya, 1979) offers a better explanation in the case of Nigeria, 

where dividends serve as a credible indicator of corporate health in an opaque financial 

environment. Nigerian companies with a track record of dividends, such as leading banks and 

conglomerates, benefit from lower capital costs due to increased market confidence (Okafor et al., 

2021). But this theoretical framework assumes investor rationality, which may not be true in a 

Nigerian stock market dominated by retail investors, who tend to prefer immediate returns to long-

term value creation (Yadirichukwu and Chigbu, 2014). This behavioral anomaly creates a 

disconnection between the theory of optimal corporate finance and current market practices.  

An agency theory perspective (Jensen, 1986) provides further insight, suggesting that 

dividends are a mechanism for reducing the managerial discretion over free cash flow. In a 

Nigerian corporate environment where concentrated ownership structures are prevalent, this 

theoretical advantage is often undermined by the current scarcity of capital. Family-controlled 

enterprises, especially in the manufacturing sector, often prioritize retained earnings over 

distributions to shareholders, exacerbating conflicts between managers (Ofoegbu & Okoye, 2017). 

While regulatory interventions such as the Nigerian Stock Exchange's Corporate Governance Code 

of 2018 have attempted to address these issues, enforcement remains patchy, limiting the practical 

relevance of the theory (Sanusi et al., 2021).   
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Empirical Evidence: Global Patterns vs. Nigerian Realities 

Comparative studies reveal striking differences between dividend policies in developed 

markets and the experience of Nigeria. Aivazian et al. (2003) shows how companies in stable 

economies typically reconcile dividends with profitability and growth prospects. By contrast, 

Nigerian companies often maintain high payout ratios (50-70 percent) even in economic 

downturns, which Nnadi et al. (2013) argue is a phenomenon that is not unique to Nigeria calls the 

‘Nigerian Dividend Paradox’. This phenomenon reflects complex cultural and institutional factors 

that go beyond conventional financial logic.  

 A sectoral analysis provides further insight into Nigeria's unique dividend momentum. The 

banking sector, as assessed by the Obademi (2019), has maintained relatively stable dividends 

despite regulatory capital requirements, even in periods of financial stress. Conversely, production 

companies such as Nestle Nigeria show much more erratic payment patterns, largely driven by 

currency dependency (Okafor et al., 2021). The telecoms sector has developed a hybrid approach, 

with companies such as MTN Nigeria using a combination of fixed and special dividends to 

manage currency fluctuations (Sanusi et al., 2021). 

 Another departure from developed market standards is the role of institutional investors. 

While Gillan et al. (2021) shows that, while institutional ownership tends to stabilize dividend 

policies in advanced economies, the Nigerian market continues to be dominated by retail investors, 

who demand frequent and large dividends. Adelegan (2009) shows how this dynamic creates 

pressure for short-term distributions to the detriment of long-term investment, which may inhibit 

the growth of firms. 

 

Determinants of Dividend Policy in Nigeria 

Different factors operate differently in the difficult economic environment in Nigeria. 

While profitability remains positively correlated to payments, the study by Amidu and Abor (2006) 

shows that this relationship is much weaker than in stable economies due to macroeconomic 

distortions. Liquidity constraints, especially the lack of foreign exchange, often force Nigerian 

companies to hold cash instead of distributing profits, as demonstrated by Uwalomwa (2015). 

Leverage plays an equally complex role, with high indebted companies often cutting dividends to 

meet their liabilities, although the pattern differs greatly from one sector to another (Fatemi & 

Bildik, 2012). 

 The macroeconomic conditions are having a singular effect on Nigeria's dividend policy. 

Chronic inflation, which is running at an average of 15.4 percent between 2015 and 2023 (World 

Bank, 2023), is systematically eroding the real value of dividend payments. The scarcity of foreign 

exchange creates further complications, with CBN restrictions often disrupting dollar-

denominated distributions (Sanusi et al., 2021). Political instability adds further uncertainty, as 

illustrated by Acemoglu and Robinson (2012) in which political unpredictability leads companies 

to adopt conservative remuneration policies. 

Regulatory and cultural factors complete the complex tapestry of influences on Nigerian 

dividend pricing. Although the Companies and Allied Matters Act 2020 provides for the 

distribution of profits, enforcement remains patchy (Ofoegbu & Okoye, 2017). SEC Nigeria's 

reforms of the public disclosure regime have improved transparency but have not addressed 

fundamental currency barriers (Olayinka, 2020). Cultural expectations add an additional layer of 

complexity, with shareholders often punishing companies that cut dividends without any 

justification (Yadirichukwu and Chigbu, 2014). 
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Conceptual Framework and Research Gaps 

This study advances a revised framework for the signaling agencies, specifically 

addressing the unique circumstances of the Nigerian situation. Our conceptual model incorporates 

three critical moderating variables that are missing from traditional frameworks: currency 

volatility as a constraint on the ability to pay, regulatory quality as a determinant of enforcement 

effectiveness, and cultural pressures as a driver of potentially irrational remuneration behaviour. 

The review identified a number of significant gaps in the existing literature. First, no 

previous study has systematically examined how CBN foreign-exchange rationing pushes 

companies into suboptimal remittance strategies. Second, while global research has explored the 

links between ESG dividends (Baker et al., 2019), this relationship has not been studied in Nigeria. 

Thirdly, the impact of the SEC reforms on the long-term sustainability of payments has not been 

quantified. These omissions underline the need for more contextual research into emerging-market 

financing. 

 

Contribution and Significance 

This study makes three main contributions to the literature. First, it extends dividend theory 

by testing the concepts of signaling and agency in one of the most volatile economic environments 

in the world. Second, it provides a first comprehensive analysis of how currency pressures, 

inflation, and political instability interact to shape remittance policy. Third, it provides practical 

insights for policy makers seeking to improve Nigeria's investment climate and for business leaders 

navigating complex distribution decisions. 

For scholars, this work shows the need to adapt Western financial theory to the emerging 

market context. For practitioners, it provides an actionable framework to reconcile short-term 

shareholder expectations with long-term sustainability of a company. Addressing these critical 

gaps will advance both academic understanding and the financial practices in the real world in 

Nigeria and other emerging economies. 

 

Materials and Methods 

This study uses a rigorous methodological approach to examine the complex relationship between 

dividend policy and shareholder wealth in a volatile Nigerian economy. Given the unique 

challenges of currency shortages, regulatory constraints and institutional gaps, we combine 

quantitative and qualitative methods to ensure both statistical rigour and contextual depth. The 

methodology has been designed to address research issues while taking into account the sectoral 

and macroeconomic volatility characterizing Nigeria's financial markets. 

 

Research Design 

The study adopts a mixed method sequential approach (Creswell & Plano Clark, 2018) that allows 

a comprehensive analysis of both numerical trends and strategic decision-making processes. The 

quantitative phase establishes the empirical relationship between dividend policy and shareholder 

returns, while the qualitative phase explores the underlying rationale and problems facing CEOs. 

This two-pronged approach is particularly appropriate in emerging markets such as Nigeria, where 

financial decisions are often influenced by non-quantifiable factors such as cultural expectations 

and regulatory uncertainty (Okafor et al., 2021). The proposal allows triangulation of findings, 

which improves the validity and reliability of our findings. 
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Data Collection 

The quantitative data collection focused on 50 companies listed on the Nigerian Stock 

Exchange between 2015 and 2023, broken down into three main sectors: banking (20 companies), 

manufacturing (18 companies) and telecoms (12 companies). These sectors have been selected 

because of their dominant market capitalization and their different exposure to currency volatility 

(Sanusi et al., 2021). The data include key financial variables such as dividend yield, payout ratio, 

return on equity and inflation-adjusted stock returns. For the purposes of controlling 

macroeconomic factors, exchange rates and political stability indices have been derived from the 

reports of the Central Bank of Nigeria and from World Bank databases. 

The qualitative data collection included semi-structured interviews with 15 financial 

managers and institutional investors selected by a purposive sample to ensure a cross-sectoral and 

market capitalization representation. The interviews examined topics such as foreign exchange 

risk management, regulatory compliance issues and strategic dividend decision making. In 

addition, we carried out in-depth case studies on MTN Nigeria and Dangote Cement, analyzing 

their different approaches to dividend policy in the context of economic volatility. These cases 

have been selected as examples of contrasting strategies for foreign exchange-reliant versus 

domestic-focused companies. 

 

Data Analysis 

For quantitative analysis, we used panel regression techniques to account for differences 

in the data across time scales and across differentiating agents. The Hausman test guided our choice 

between fixed and random effects models, and robustness checks included clustered standard 

errors by firm and year (Petersen, 2009). The methodology of the event study was used to analyze 

the market reaction to dividend announcements, with the 21-day event window focused on the 

announcement dates. All statistical analyses were performed in Python, using libraries such as 

Pandas to manipulate the data, Statsmodels to perform regression analysis, and Scikit-learn for 

outlier detection applications in machine learning. 

Qualitative data have been subject to a rigorous thematic analysis based on Braun and 

Clarke (2006) criteria. The interview transcripts were independently coded by two researchers, and 

the correlation coefficient (κ) between the two was 0.82, indicating strong agreement. Software 14 

made it easier to organize and analyze qualitative data and to identify recurring themes and sectoral 

patterns in dividend policy making.  NVivo 14 software facilitated the organization and analysis 

of qualitative data, enabling identification of recurring themes and sector-specific patterns in 

dividend policy formulation. 

 

Ethical Considerations and Data Quality 

The study followed strict ethical protocols and interviewees were granted anonymity by 

using codes (e.g. 'Banking CFO 3'). Data quality was ensured by means of several verification 

procedures: financial data were cross-checked with the original NGX submissions, and qualitative 

findings were verified by member checks with selected members. Triangulation of quantitative 

results, interviews and case study evidence provided strong confirmation of key findings (Flick, 

2018). 

 

Methodological Justification 

The methods chosen address several problems unique to dividend research in emerging 

markets. A mixed method captures both the measurable results of dividend decisions and the 
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strategic considerations behind them, which is particularly relevant in a context such as Nigeria 

where formal financial indicators often only tell part of the story (Amidu & Abor, 2006). Sectoral 

stratification recognizes the different impact of macroeconomic factors on different sectors, and 

case studies provide a nuanced understanding of how leading companies navigate Nigeria's 

difficult business environment. The use of Python for statistical analysis reflects current best 

practice in computational social science, allowing sophisticated modelling while ensuring 

reproducibility of results. 

This comprehensive methodology not only answers immediate research questions, but also 

provides a framework for future studies of dividend policies in volatile emerging markets. The 

combination of rigorous quantitative analysis and deep qualitative insight meets the highest 

standards of academic research whilst retaining its practical relevance for policy makers and 

business decision-makers. 

 

Findings and Discussion 

Q1. Dividend Policy and Shareholder Wealth  

Our analysis of 50 listed companies on the NSE (2015-23) shows a strong positive correlation 

between consistent dividend payments and shareholder returns, especially in the banking sector. 

The key findings of Table 1 and Figure 1 (Differentiation of shareholder returns by sector) include: 

• Banking sector dominance: firms with stable dividends (such as Zenith Bank and 

GTBank) showed an 18 percent higher annualized return (β = 0.41, *p* < 0.01) than their 

non-distributing peers. Regulatory capital requirements in the banking sector enforce 

disciplined distribution, reinforcing the signaling theory.  

• Dividend cut triggers volatility: event studies (Figure 2: Cumulative abnormal returns) 

show an average decrease of 12.7 percent in CAR after a dividend cut (t = -4.32). The 

suspension of Nestle Nigeria for the year 2020 led to a decrease of 15.2 percent, underlining 

the market's reliance on dividends as a signal of stability. 

 

Key lesson: in volatile Nigerian markets, consistency in dividends is more important than the size 

of payments in driving shareholder value. 
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Figure 1: Determinants of Shareholder Returns by Sector (2015-2023) 

 

 
Figure 2: Cumulative Abnormal Returns around dividend announcements 
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Figure 3: Feature Importance for Shareholder Satisfaction 

 

Q2. Key Determinants of Dividend Policy  

The determinants of dividend policy in Nigeria, as revealed by regression analysis and 

illustrated in Figure 4 (Determinants of Payout Ratios), lie at three levels. Firstly, regulatory factors 

explain 28 percent of the variation in payments, mainly due to compliance with the Companies 

and Allied Matters Act. This legislation imposes profit distribution limits, forcing companies to 

maintain payouts even in times of economic stress, a fact captured by the Bank's Chief Financial 

Officer: “We distribute 50–60% of earnings even during forex crises.” While SEC reforms have 

enhanced transparency, they have failed to resolve systemic forex bottlenecks that constrain dollar-

denominated distributions. 

Second, macroeconomic pressures exert outsized influence. Forex scarcity (β = -

0.73, *p* < 0.01) emerges as the dominant constraint: a 10% depreciation in the parallel market 

rate reduces real dividend values by 7.3%. Inflation exhibits nonlinear effects, with moderate levels 

(10–15%) increasing nominal payouts (β = 0.21), but hyperinflation (>20%) triggering 

suspensions. Thirdly, the characteristics of firms at the firm level play a secondary role: 

profitability (ROE) remains positive but weak (β = 0.34) due to macroeconomic distortions, and 

leverage effects vary by sector - beneficial for the banking sector (β = 0.18) under regulatory 

supervision, but harmful for manufacturing (β = -0.27). Collectively, these findings highlight the 

fact that regulatory compliance and foreign exchange liquidity are replacing traditional metrics of 

performance in the decision-making process on distributions. 
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Figure 4: Determinants of Payout ratios 

 

Q3. Strategic Dividend Models  

The analysis of the adaptive strategies, supported by the case studies and Figures 5 to 6 

(impact on the environment and hybrid model volatility), shows two innovative approaches. 

Hybrid dividend models, adopted by 62 percent of companies, combine fixed basic payments with 

variable components linked to the availability of foreign currency. For example, MTN Nigeria's 

foreign exchange-adjusted dividend policy reduced post-payment volatility of the stock by 22 

percent compared to its peers (Figure 5), and the adopters had lower beta coefficients (0.8 

compared to 1.2 for the traditional companies). 

At the same time, decentralized distribution of the ESG is gaining momentum, especially in 

the field of decentralized mediation. Dangote Cement's Dividend for Development program, which 

gives 5 percent of its dividends to local infrastructure, has increased shareholder satisfaction by 18 

points despite lower dividend payments. The analysis of the importance of features (Figure 3) 

ranks the allocation of ESG (0.37) above FX risk (0.21) in driving satisfaction, underlining the 

growing importance of stakeholder-oriented strategies. These models show that contextual 

innovation - balancing the preservation of liquidity with investor expectations - can reduce 

volatility and align with global shifts towards participatory capitalism. 

 
sns.boxplot(x='hybrid_model', y='stock_volatility', data=df, palette='Set2') 
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Figure 5-6: ESG Impact on Shareholder Satisfaction 

 

Theoretical and Practical Implications 

 Theoretical Revisions 

The findings of the study call for a fundamental revision of conventional dividend theories 

in the light of Nigeria's unstable economic context. Signaling theory is useful, but it requires 

adjusting to hyperinflationary conditions in which nominal dividend growth--not stability--is the 

primary measure of corporate health. As inflation erodes real incomes, companies prefer to 

maintain nominal payouts as a sign of resilience, even if underlying financial stability is at risk. 

This insight informs our proposed "Inflation-Adjusted Signaling Model", which recalibrates 

traditional assumptions to take account of currency depreciation and volatile market conditions 

and investor expectations. 

Agency theory, conversely, proves inadequate in Nigeria’s governance landscape. Weak 

supervision, especially in family-controlled enterprises (43 percent of the sample), allows 

dividends to be used to hide the real source of wealth through opaque transactions. As one 

institutional investor put it, dividends in Nigeria often facilitate, rather than constrain, managerial 

excesses. To address this paradox, we are developing a “Volatility-Adaptive Dividend 

Framework” that incorporates three pillars: inflation-targeting signals, liquidity buffers for 

macroeconomic shocks, and stakeholder-oriented features. This model bridges the gap between 

theoretical rigor and operational rigor and offers a more holistic view of dividend policy in 

emerging markets. 

Practical Recommendations 

Urgent reforms are needed by policymakers to mitigate the proliferation of costly 

complications. The introduction of special currency windows for repatriation of dividends (as 

suggested by the significant currency stress coefficient, β = -0.73 in Table 1) would ease currency 

constraints, and the revision of the Companies and Allied Matters Act (CAMA) to allow flexible 

payout limits in times of crisis could reconcile regulatory compliance with economic reality. 

Strengthening SEC requirements for sustainability disclosures would further increase transparency 

and address investor concerns about the reliability of the dividend. 

Corporate managers should adopt dynamic strategies, such as hybrid dividend models, 

which reduce post-payment volatility by 22 percent (Figure 5). These models, as exemplified by 

the foreign exchange policy of MTN Nigeria, combine fixed base payments with variable 

http://www.iiardjournals.org/
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components linked to dollar liquidity. Moreover, partial reinvestment of dividends in community 

projects - as in the case of Dangote Cement's dividend-for-development programme - can be 

aligned with ESG trends and increase shareholder satisfaction by 18 points despite lower cash 

distributions (Figure 3). Transparency of the payment rationale is essential to maintain investor 

confidence in Nigeria's rumour-driven markets. 

Investors need to recalibrate their valuation approaches, favouring hybrid models over 

pure-play companies, and discounting nominal dividend increases by at least 30 percent (<20 

percent) in times of hyperinflation. The risk of unstable payments is underlined by the 12.7 percent 

average decrease in cumulative abnormal revenue (CAR) following dividend cuts (Figure 2). 

Although still nascent, ESG-related distributions merit premium consideration due to their large 

impact on satisfaction scores, signaling alignment with global sustainable finance trends. 

Conclusion 

The study analyzed how dividend policies affect shareholder wealth in Nigerian listed 

companies in the face of economic volatility and regulatory restrictions. Three key findings 

emerge: first, while dividends remain crucial to signal financial health, their effectiveness is limited 

by macroeconomic instability--in particular, currency shortages (β = -0.73) and inflation, which 

erodes real income. Second, regulatory compliance (e.g. CAMA mandates) and cultural 

expectations of high dividends often trump profitability at the firm level, which distorts traditional 

dividend pricing. Third, adaptive strategies such as hybrid models (reducing volatility by 22 

percent) and ESG-based distributions (increasing satisfaction by 18 percent) are essential to 

balance liquidity and investor demand. 

For practitioners, the evidence prescribes a context-specific solution: firms should adopt 

dynamic frameworks with foreign exchange hedging, policymakers should simplify access to 

dollars, while strengthening minority protection, and investors should give preference to hybrid 

and ESG-friendly firms. However, these findings are tempered by reliance on self-reported data 

and the exclusion of SMEs, which may not reflect the dynamics of the informal sector. Future 

research should include comparative studies with comparable African markets (e.g. Kenya, South 

Africa) to isolate institutional nuances and explore distributed blockchains to alleviate currency 

stress. 

Ultimately, this work shows that a volatile Nigerian economy requires a dividend policy 

rooted in pragmatism, not in doctrine. The proposed Volatility-Adjusted Dividend Framework 

(VADF) - which integrates signaling, liquidity buffers, and alignment of stakeholders - provides a 

blueprint for navigating the complexities of frontier markets, and underscores that shareholder 

value creation in such environments depends primarily on institutional pragmatism. 
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