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Abstract

The purpose of this study is to examine the impact of investors’ behavioral factors on
dividend policy in companies listed on the Tehran Stock Exchange. To achieve this, key
behavioral factors influencing investment decisions were identified and analyzed using the
fuzzy Delphi method. The findings indicate that cognitive and emotional biases,
overconfidence and risk-taking tendencies, social and group influences, as well as financial
management and decision-making, are among the most significant factors affecting
dividend policy. The results further reveal that excessive overconfidence and high risk
tolerance exert a negative influence on dividend policy, as overconfident managers tend to
allocate company resources to high-risk investments. Additionally, cognitive and emotional
biases lead to reduced willingness to distribute dividends, resulting in more conservative
decision-making. In contrast, social and group influences, strong financial management,
and rational decision-making have a positive effect on dividend policy, as these factors
enhance financial transparency and strengthen investor trust. A comparison of the findings
with prior domestic and international studies demonstrates that behavioral factors,
alongside financial criteria, play a critical role in decisions related to dividend distribution.
Ultimately, the study suggests that firms can optimize their dividend policies and prevent
irrational decision-making by implementing risk management strategies, improving
informational transparency, and mitigating the effects of cognitive biases. A total of 12
participants were interviewed based on the principle of saturation.

Keywords: Dividend Policy, Cognitive and Emotional Biases, Overconfidence, Social
Influences, Fuzzy Delphi Method
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Background and Purpose: This study aims to investigate the impact of investor behavioral
components on the dividend policy of companies listed on the Tehran Stock Exchange.
Dividend policy, as one of the key decisions of companies, plays an important role in
attracting investors and creating value for shareholders. While classical financial theories
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assume that dividend policy does not affect company value, empirical evidence, and
behavioral approaches show that psychological and social factors of investors can play a
significant role in this process.

Methodology: In this study, using a mixed research method, first, in the qualitative part,
investor behavioral indicators and dividend policy components were identified using the fuzzy
Delphi technique, and in the quantitative part, the data were tested through structural equation
analysis. The statistical population included experts, senior managers, and capital market
analysts, and sampling was carried out in the qualitative part using a purposeful and snowball
method and in the quantitative part using a systematic elimination method. The data collection
tool was a questionnaire, the validity of which was confirmed by experts and its reliability
with a Cronbach's alpha coefficient higher than 0.7. In this study, a total of 12 participants
were selected for interviews based on the principle of data saturation.

Results: The results of the fuzzy screening showed that factors such as the company's
financial performance, ownership structure, financial risk and volatility, efficiency and
profitability, and dividend strategies are among the most important dimensions affecting
dividend policies. Criteria such as revenue growth, sales-to-asset ratio, standard deviation of
the rate of return on equity, percentage of controlling interests, and average return on assets
have the greatest weight in determining dividend policies. Companies with stable financial
growth, more concentrated ownership structure, and lower risk are more inclined to adopt
sustainable dividend policies. In examining the behavioral characteristics of investors, five
main components were identified: cognitive and emotional biases, self-confidence and risk-
taking, social and group influences, financial management and decision-making, and financial
psychology and risk. The results showed that cognitive and emotional biases and
overconfidence have a negative impact on dividend policies, while strong financial
management, emotional control, and positive social decision-making have a positive impact
on corporate dividend policies. The study of significant relationships between investor
behavioral characteristics and dividend policy dimensions showed that investors with high
self-confidence and risk-taking are less likely to receive cash dividends and lead companies to
reinvest.

In contrast, positive social influences, strong financial psychology, and rational decision-
making skills lead to increased dividend payouts and strengthened sustainable dividend
policies. The research findings are consistent with the results of previous domestic and
foreign studies. Studies such as Maridipour et al. (2022), Jahani et al. (2022), and Naib
Mohseni et al. (2021) showed that behavioral characteristics such as fear, greed, herding
behavior, and overconfidence affect investment decisions. In the present study, these
components also played a decisive role in dividend policy. On the other hand, the findings
were in line with international studies such as those of Keskin (2022), Vali et al. (2022), and
Rashid et al. (2022), which highlighted the crucial role of cognitive biases and social
influences in financial decisions.

Discussion: From an applied perspective, the present study provides recommendations in four
main areas: (1) financial decision-making training to control biases and reduce risk, (2)
increasing financial transparency and using information tools to manage social pressures, (3)
designing financial tools to reduce stress and increase investor confidence, and (4)
strengthening monitoring and strategic decision-making systems to optimize corporate
dividend policies. Also, the necessity of analyzing investor behavior in formulating dividend
policies and developing a ranking system for corporate dividend policies is emphasized.
Finally, this study was limited to the statistical population of the Tehran Stock Exchange, and
the possibility of generalizing the results to other regional or international exchanges requires
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future studies. Also, the impact of macroeconomic and political developments on investor
behavior can be considered in future research. Future studies are suggested to examine the
role of new financial technologies, differences in investor behavior in different industries, and
cultural and institutional effects on dividend policy. Overall, the results of this study show that
a combination of financial, structural, and behavioral factors should be considered in
analyzing corporate dividend policy, and decision-making based solely on traditional financial
variables cannot respond to the dynamics of today's market behavior.

Authors retain the copyright and full publishing rights.
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