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Abstract  
The study was conducted to determine the 
moderating role of profitability on the influence of 
financial management decisions on firm value at the 
Dar es Salaam Stock Exchange (DSE). The study 
was guided by four specific objectives derived from 
two independent variables named financing decision 
and dividend decision, while considering profitability 
as the moderating variable. The study was guided by 
the positivism philosophy, employed a causal 
inference research design, and adopted a deductive 
approach. The study utilized quantitative secondary 
data spanning a ten (10) year period from 2013 to 
2022, sourced from the DSE database and annual 
reports of specifically chosen companies. The study 
population comprised twenty-eight (28) listed 
companies, and by a sample of ten (10) non-financial 
firms listed at DSE was selected through the 
purposive sampling technique. Data analysis was 
carried out using E-View software version 12, and a 
fixed effect panel regression model was employed for 
the study. The study found financing decision do not 
influence firm’s value while dividend decision has a 
positive influence on firm’s value. Furthermore, 
Profitability has a positive moderating role on both the 
influence of financing decisions and dividend 
decisions on firm value. Based on the findings, it is 
recommended that listed companies to enhance their 
dividend policies and prioritize profitability strategies 
to strengthen shareholder value, while capital market 
authorities should encourage prudent dividend 
policies and promote transparency. 

Key words: Financing Decision, Dividend 
Decision, Firm Value, Profitability 

 

 
Introduction 
The influence of financial management decisions on 
firm value has deep roots in classical economic 
discussions. Early economists like Adam Smith and 
David Ricardo emphasized the importance of 
efficient resource allocation and prudent financial 
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management as essential to a firm's success 
and growth (O’Connell & Ward, 2020). 
Their work laid the foundation for 
understanding that a firm's value is 
inherently tied to its financial decisions, 
setting the stage for future theories and 
models that would explore this relationship 
in greater detail (Sneirson, 2019). The 
shareholder wealth maximization theory 
emerged as a dominant framework in 
financial economics, positing that the 
primary objective of a firm is to maximize 
the wealth of its shareholders (Battilana et 
al., 2022). This theory incepted by Adolf 
Berle and Gardiner Means in the 1930s to 
provide a clear and compelling rationale for 
financial decision-making, suggesting that 
all financial actions should be evaluated 
based on their potential to enhance 
shareholder value (Yan, 2019). In the 
pursuit of wealth creation, achieving a 
delicate equilibrium among various facets 
of financial management becomes 
imperative (Park, 2021). Key among these 
components are the decisions pertaining to 
financing, investment, and dividend 
distribution, each playing a pivotal role in 
shaping the overall financial health and 
value proposition of a firm (Gitagia, 2020).  
 
Financing decisions dictate how a company 
secures capital to fund its operations and 
growth initiatives, while investment 
decisions revolve around the allocation of 
these resources to maximize returns and 
foster sustainable growth (Agung et al., 
2021). Financing decisions play a crucial 
role in shaping a firm's capital structure 
where by the choice between debt and 
equity financing involves a delicate balance 
of risks and returns (Chaleeda et al., 2019). 
The trade-off theory suggests that firms 
must balance the tax advantages of debt 
against the potential costs of financial 
distress (Madubuike & Ebere, 2023). The 
pecking order theory posits that firms  

prefer internal financing first, and then 
debt, before opting for equity due to 
asymmetric information concerns (Ahmad 
et al. 2023). Signalling theory also indicates 
that financing decisions can convey critical 
information to investors about a firm’s 
future prospects, thereby affecting its 
valuation (Wardani & Subowo, 2020). 
Dividend decisions reflect a company's 
strategy regarding profit distribution to 
shareholders, serving as a crucial aspect of 
investor relations (Triani & Tarmidi, 2019) 
Dividend irrelevance theory proposed by 
Modigliani and Miller suggests that in a 
perfect market, dividend policy does not 
affect a firm's value (Banerjee, 2018). 
However, in reality, market imperfections 
such as taxes, agency costs, and information 
asymmetry make dividend policy significant 
where by the bird-in-hand theory and 
signalling theory argue that dividend 
payments can positively influence firm 
value by signalling financial health and 
reducing agency costs (Murtaza et al., 
2018). Investors often perceive consistent 
and high dividends as indicators of a firm's 
profitability and stability, which can 
enhance its market valuation while 
investment decisions are fundamental to a 
firm's growth and its effectiveness ensure 
that a firm allocates its resources to the 
most profitable opportunities (Triani & 
Tarmidi, 2019).  
 
As a response to the global trend, the DSE 
has witnessed a positive trend in 
performance, particularly in value creation. 
According to Tanzania Invest (2024), 
during the 39th trading week ending 20th 
September 2024, the total market 
capitalization of listed shares at the DSE 
amounted to TZS 17,769 billion 
(approximately USD 6,347.04 million), 
which reflects an increase of 0.66% in total 
market capitalization compared to the 
previous week’s close figures of TZS  
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17,500.65 billion (approximately USD 
6,250.23 million). Also, at the close of the 
40th trading week ending October 2024, 
the total market capitalization of listed 
shares at the DSE amounted to TZS 
17,848.37 billion (approximately USD 
6,370.13 million), which reflects an increase 
of 0.44% in total market capitalization 
compared to the previous week’s close 
figures of TZS 17,769 billion 
(approximately USD 6,347.04 million) 
(Tanzania Invest, 2024).Despite the fact 
that the market value of listed companies at 
DSE is increasing over time, which is a 
positive trend for firm values, there is a 
scarcity of empirical studies confirming the 
influence of financial management 
decisions on value creation in the context 
of Tanzania. Notably Ayo and Muba (2021) 
investigated the impact of capital structure 
on the performance of firms listed on the 
DSE. Similarly, Assey et al. (2020) examined 
the relationship between working capital 
management and financial performance 
(return on equity and return on assets) 
among non-financial companies listed on 
the DSE. Kundy and Shah (2024) explored 
the effect of financing decisions on the 
performance (return on assets and return 
on equity) of non-financial firms listed on 
the DSE. Kasoga (2020) conducted a study 
to analyse the impact of investing in 
intellectual capital on firm performance 
(return on assets, asset turnover, and 
Tobin’s) for service and manufacturing 
sectors firms listed at DSE. 
 
Given the positive trend in the market value 
of listed companies on the DSE and the 
limited empirical research available, there is 
still a gap in understanding how financial 
management decisions, specifically 
dividends and financing decisions, 
influence firm value in Tanzania, especially 
when moderated by profitability. This study 
aims to fill that gap by exploring the  

complex relationship between these 
financial decisions and their impact on firm 
value in the Tanzanian context. By 
examining this issue, the research provides 
important insights for both theory and 
practice in financial management, focusing 
on concepts such as maximizing 
shareholder wealth and signalling theory. 
 
This paper is organized according to 
sections. The introduction is covered in 
Section 1. Section 2 contains the literature 
review and the development of hypotheses. 
Section 3 describes the methodology used 
to collect and analyze data. Section 4 
presents the findings and results discussion. 
Section 5 presents the study's conclusion 
and recommendations. 

Relevant Literature Review and 
Hypotheses Development 
Financial management decisions involve 
strategic choices by a company’s 
management aimed at achieving financial 
objectives and maximizing shareholder 
value (Sihwahjoeni et al., 2020). These 
decisions include efficient allocation of 
financial resources, balancing risks and 
returns to optimize performance and 
sustainability (Ginanjar et al., 2021). Key 
areas include investment, financing, and 
dividend decisions. This study focused on 
financing and dividend decisions with 
profitability as a moderator. Many empirical 
studies have been conducted to examine 
the influence of financial management 
decisions on firm values, resulting in 
inconclusive findings. Empirical studies 
investigating value creation for listed 
companies reveal diverse findings on 
dividend decisions. Margono and Gantino 
(2021) found a positive influence of 
dividend policy on company value in the 
food and beverage sub-sector, supported  
by Hasanuddin (2021) and Diana and 
Munandar (2023), who also identified  
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positive effects in various contexts. 
Ginanjar et al. (2021) and Agung et al. 
(2021) confirmed these positive 
associations among food and beverage 
firms. However, Murniati et al. (2019) and 
Putri (2023) reported negative impacts of 
dividend policy on firm value. Sondakh 
(2019) noted a significant negative 
relationship in financial services, while 
Triani and Tarmidi (2019) and Sihwahjoeni 
et al. (2020) found no significant effects of 
dividend policy on firm value in the 
property and real estate and food and 
beverage sectors, respectively. Ahmad et al. 
(2020) identified positive impacts of 
leverage on firm value in the food and 
beverage sectors in Nigeria, indicating that 
debt financing can enhance firm value. 
Similarly, Chaleeda et al. (2019) found a 
significant positive relationship between 
both short-term and long-term debt and 
firm value in Malaysia, while Aboagye-
Otchere and Boateng (2023) reported a 
positive association with total debt 
financing in Nigeria. 
 
Studies examining the relationship between 
financing decisions and firm value present 
varied findings across different contexts. 
Nazir et al. (2021) further indicated that 
both short- and long-term debts adversely 
affect firm performance in Pakistan, with 
Fujianti et al. (2020) highlighting a negative 
impact of debt policy on firm value. 
Additionally, several studies, including 
those by Murniati et al. (2019), Triani and 
Tarmidi (2019), Hasanuddin (2021), 
Yulianti et al. (2024), and Ginanjar et al. 
(2021), found no significant impact of 
financing decisions on firm value, 
emphasizing the context-dependent nature 
of these effects as revealed by Akhmadi and 
Robiyanto (2020). Studies on the 
relationship between profitability and firm  
value present mixed findings. 
Wijayaningsih and Yulianto (2021),  

Markonah et al. (2020), and Jihadi et al. 
(2021) all found a positive correlation, 
suggesting that higher profitability 
enhances firm value. Conversely, Bon and 
Hartoko (2022) found no significant 
influence of profitability on firm value, 
while Yulianti et al. (2024) reported a 
negative effect specifically within the 
technology sector. Similarly, Hechmi and 
Saanoun (2024) indicated that profitability 
adversely impacted value creation in Saudi 
real estate companies. In the food and 
beverage sector, Panjaitan and Supriyati 
(2023) noted a negative effect of 
profitability on firm value. In contrast, 
Ariyanti et al. (2024) found that profitability 
positively influences the effect of dividend 
policy on firm value, and Yulianti et al. 
(2024) suggested that higher profitability 
could moderate the relationship between 
financing decisions and firm value, 
potentially amplifying negative impacts 
from financing choices. In light of position 
of previous empirical studies, the following 
hypotheses were developed and tested by 
the study: 
 

H1: There is a positive influence of financing 
decision on the value of listed firms 
H2: There is a positive influence of dividend 
decision on the value of listed firms 
H3: There is a positive moderating role of 
profitability on the influence of financing decision 
on the value of listed firms 
H4: There is a positive moderating role of 
profitability on the influence of dividend decision 
on the value of listed firms. 

 
It is important to consider the moderating 
role of profitability in the relationship 
between financing and dividend decisions 
on firm value due to its significant impact 
on financial outcomes and stakeholder 
perceptions. Profitability serves as a critical 
indicator of a firm's financial health and  
operational efficiency, influencing how  
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effectively a company can manage its 
capital structure and allocate resources. 
High profitability may enhance a firm's 
ability to undertake debt financing, as it 
indicates strong cash flows and reduced 
risk, leading to improved firm value. 
Furthermore, profitable firms are often 
better positioned to meet shareholder 
expectations regarding dividends, balancing 
the need for reinvestment with the desire 
for income generation. Given these 
dynamics, profitability may amplify the 
positive effects of financing and dividend 
decisions, as it reflects a company’s capacity 
to optimize financial management practices 
while mitigating risks associated with 
capital structure choices. 

Research Methodology 
The study focused on a population of 
twenty-eight (28) publicly listed companies 
on the DSE. From this population, a 
sample of ten (10) listed firms were 
selected, specifically from the non-financial 
sectors. The study used a purposive 
sampling technique to select ten (10) listed 
non-financial companies from a total of 
twenty-eight (28) at the DSE, following 
criteria outlined by Mwambuli (2016). 
Financial institutions, including banks and 
insurance companies, were excluded due to 
their highly regulated nature, allowing for a 
focus on less regulated industries. This 
approach aimed to yield results that are 
more applicable to a broader range of non-
financial businesses. The final sample 
consisted of ten (10) companies from 
various sectors, ensuring that the findings 
are representative of the population and 
generalizable to other non-financial firms. 
 
The study utilized secondary data collected 
from the annual reports of selected listed 
companies, covering a period of ten (10) 
years’ timeframe from 2013 to 2022. The  

study was guided by independent variable, 
dependent variables and moderating 
variable as indicated by Table 1.  
 
The study employed EViews software 
version 12 for data analysis, utilizing a panel 
regression model based on the framework 
developed by Franc-Dbrowska and Mądra-
Sawicka (2020). To determine whether a 
fixed or random effects model was more 
appropriate, a Hausman specification test 
was conducted. This test operates under the 
null hypothesis that a random effects model 
is suitable, meaning there is no correlation 
between the unique effects and the 
independent variables. If the p-value from 
the Hausman test is less than 0.05, the null 
hypothesis is rejected, indicating that a 
fixed effects model is more appropriate due 
to the presence of correlation between the 
unique effects and the regressors. In this 
study, as shown in Table 2, the p-value is 
below 0.05, leading to the rejection of the 
null hypothesis and confirming that the 
fixed effects model was the most suitable 
choice for the analysis. Using a fixed effects 
panel regression model offers several 
advantages over a random effects model. 
First, fixed effects models effectively 
control for unobserved heterogeneity by 
accounting for individual-specific 
characteristics that do not change over 
time, which helps mitigate omitted variable 
bias. This is particularly beneficial when 
these unobserved factors are correlated 
with the independent variables, leading to 
more reliable estimates. Additionally, fixed 
effects models focus solely on within-unit 
variation, providing clearer insights into the 
impact of time-varying predictors on the 
dependent variable. This approach is 
especially useful in contexts where the 
relationship between variables may be 
influenced by stable characteristics unique 
to each unit 
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Table 1: Study Variables Measurements 

Source: Researcher (2024) 

 

 
 
Table 2: Hausman Test 

Source: E-View Calculations (2024). 
 
The study fixed effect panel regression 
model specified as follows for non-robust  

and robust test after model specification 
tests; 

 

𝑭𝑽𝒊𝒕 = 𝜷𝟎 + 𝜷𝟏𝑭𝑫𝒊𝒕 + 𝜷𝟐𝑫𝑫𝒊𝒕 + 𝜷𝟑(𝑷𝑹𝑶𝒊𝒕 ∗  𝑭𝑫𝒊𝒕) + 𝜷𝟒(𝑷𝑹𝑶𝒊𝒕 ∗  𝑫𝑫𝒊𝒕) +
               𝜷𝟓𝑭𝑺𝒊𝒕 + 𝒊𝒕 …………. Model 1 
 
where: 
𝑭𝑽𝒊𝒕 represents the Firms Value as Tobin Q 
 

 

𝑭𝑫𝒊𝒕 represents the Financing Decision 

𝑫𝑫𝒊𝒕 represents the Dividend Decision 
 

Variable Measurements References 

Firms Value 
Tobin’s Q= 

𝐌𝐚𝐫𝐤𝐞𝐭 𝐕𝐚𝐥𝐮𝐞 𝐨𝐟 𝐅𝐢𝐫𝐦

𝐑𝐞𝐩𝐥𝐚𝐜𝐞𝐦𝐞𝐧𝐭 𝐂𝐨𝐬𝐭 𝐨𝐟 𝐅𝐢𝐫𝐦′𝐬 𝐀𝐬𝐬𝐞𝐭𝐬
 

Malahim et al. 
(2022); Sadiq et al. 

(2020) 

Financing 
Decision 

 

Debt to Equity (DER) = 
𝐓𝐨𝐭𝐚𝐥 𝐃𝐞𝐛𝐭

𝐓𝐨𝐭𝐚𝐥 𝐄𝐪𝐮𝐢𝐭𝐲
 

Setiawanta et al. 
(2021); Alghifari 

et al. (2022c) 

 
Dividend 
Decision 

Binary variable  

𝑫𝑰𝑽𝒊𝒕= (1 if Dividend>0) 
              (0 If Dividend=0) 

𝑫𝑰𝑽𝒊𝒕 is the binary variable indicating whether a 
dividend was paid (1) or not (0) for firm i at time t. 

 
Franc-Dbrowska 
and Mądra-
Sawicka (2020) 

 
Profitability 

Return on Equity (ROE) = 
𝐍𝐞𝐭 𝐈𝐧𝐜𝐨𝐦𝐞

𝐒𝐡𝐚𝐫𝐞𝐡𝐨𝐥𝐝𝐞𝐫′𝐬 𝐄𝐪𝐮𝐢𝐭𝐲
 

Chabachib et al. 
(2019); 

Setiawanta et al. 
(2021); Alghifari 

et al. (2022b) 

Test Summary Chi-Sq. Statistic Chi-Sq. 
d.f. 

Prob. 

Cross-section random 14.787 4 0.005 

Cross-section random effects test comparisons: 

Variable Fixed Random Var 
(Diff.) 

Prob. 

Financing Decision 0.099 0.082 0.000 0.206 

Divided Decision 0.901 0.881 0.000 0.023 

Financing Decision Moderated by 
Profitability 

0.049 0.014 0.000 0.013 

Dividend Decision Moderated by 
Profitability 

0.122 0.112 0.000 0.002 
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𝑷𝑹𝑶𝒊𝒕 represents the Profitability 

𝑭𝑺𝒊𝒕  represent firm size as a control variable 
 

β1, β2, β3, β4 β5; Beta coefficients indicating 
sensitivity of the variables 

𝜺𝒊𝒕 represents the error term for firm. 

𝑭𝑽𝒊𝒕 = 𝜷𝟎 + 𝜷𝟏𝑭𝑫𝒊𝒕 + 𝜷𝟐𝑫𝑫𝒊𝒕 + 𝜷𝟑(𝑷𝑹𝑶𝒊𝒕 ∗  𝑭𝑫𝒊𝒕) + 𝜷𝟒(𝑷𝑹𝑶𝒊𝒕 ∗  𝑫𝑫𝒊𝒕) +
               𝜷𝟓𝑭𝑺𝒊𝒕 + 𝒊𝒕  … … … … . 𝑴𝒐𝒅𝒆𝒍 𝟐  

where: 

𝑭𝑽𝒊𝒕 represents the Firms Value as PE ratio 

𝑭𝑫𝒊𝒕 represents the Financing Decision 

𝑫𝑫𝒊𝒕 represents the Dividend Decision 

𝑷𝑹𝑶𝒊𝒕 represents the Profitability 

𝑭𝑺𝒊𝒕 represent firm size as a control variable 
β1, β2, β3, β4, β5; Beta coefficients indicating 
sensitivity of the variables 

𝜺𝒊𝒕 represents the error term for firm. 

Findings and Discussion of 
Results 
Table 3 presents descriptive analysis results 
for non-financial companies listed on the 
DSE, focusing on firm value, dividend 
decisions, financing decisions, and 
profitability. The average firm value, 
measured by Tobin's Q, is 1.251, indicating 
a slight premium over replacement costs, 
reflecting positive market sentiment. The 
maximum value of 5.673 suggests some 
firms are significantly overvalued, while a  
minimum of 0.019 indicates instances of 

 
substantial undervaluation. Approximately 
47% of the firms paid dividends, as 
indicated by a mean of 0.470 in the binary 
measure. This shows a moderate level of 
dividend distribution, with a maximum 
value of 1 for firms that paid dividends and 
a minimum of 0 for those that did not. The 
average below 0.5 suggests many 
companies prefer retaining earnings for 
reinvestment. The average debt-to-equity 
ratio stands at 66%, reflecting a moderate 
reliance on debt among the firms. The 
maximum gearing level of 188% points to 
heavily leveraged firms, while a minimum 
of 0% indicates some companies adopt a 
conservative financing strategy with no 
debt. Profitability, measured by return on 
equity (ROE), averages 13%, suggesting 
respectable returns for shareholders. The 
maximum ROE of 61% highlights strong 
performance in some firms, while a 
minimum of -50% raises concerns about 
significant losses in certain companies. 

Table 3: Descriptive Analysis Results 

  Firm 
Value 

Dividend 
Decision 

Financing 
Decision 

Profitability 

 Mean 1.251 0.470 66% 13% 
 Median 0.851 0.000 46% 22% 

 Maximum 5.673 1.000 188% 61% 
 Minimum 0.019 0.000 0% -50% 
 Std. Dev. 1.245 0.502 0.454 0.314 
 Skewness 1.769 0.120 0.998 -0.393 
 Kurtosis 5.795 1.014 2.944 1.975 

 Jarque-Bera 4.697 1.668 6.602 2.954 
 Probability 0.445 0.092 0.248 0.309 

 Sum 125.090 47.000 66.040 12.794 
 Sum Sq. Dev. 153.394 24.910 20.417 9.790 
 Observations 100 100 100 100 

Source: E-View Calculations (2024). 
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The study evaluates the predictive power of 
the fixed-effect model through key 
statistics, as presented in Table 4. The 
model exhibits a high R-squared value of 
0.996, indicating that approximately 99.6% 
of the variance in firm value is explained by 
the independent variables, including 
financing decision, Dividend decision, and 
their interactions with profitability. The 
adjusted R-squared of 0.995 reinforces the 
model's effectiveness while considering the 
number of predictors. A small standard 
error of 0.121 suggests that the observed 

values align closely with the regression line, 
indicating enhanced predictive accuracy. 
The F-statistic of 1755.288, with a p-value 
of 0.000, confirms the model's overall 
statistical significance, demonstrating that 
the independent variables have a substantial 
impact on firm value. Collectively, these 
results highlight the robust ability of the 
fixed-effect model to explain variations in 
firm value, particularly concerning financial 
and dividend decisions and their interplay 
with profitability. 

 
 
Table 4: Fixed Effect Regression Results  

Variable Coefficient Std. 
Error 

t-
Statistic 

Prob. 

Financing Decision 0.080 0.098 0.816 0.741 
Divided Decision 0.911 0.012 75.917 0.001 

Financing Decision Moderated by 
Profitability 

0.052 0.008 6.500 0.000 

Dividend Decision Moderated by 
Profitability 

0.126 0.001 64.642 0.000 

Firm Size 0.025 0.008 3.125 0.000 
C 1.094 0.126 8.674 0.000 

R-squared 0.996 Mean dependent var 18.131 
Adjusted R-squared 0.995 S.D. dependent var 10.936 
S.E. of regression 0.121 Sum squared resid 1.277 

F-statistic 1755.288 Durbin-Watson stat 1.935 
Prob(F-statistic) 0.000  

Source: E-View Calculations (2024) 
 
To determine the influence of financing 
decisions on firm’s value at DSE, the study 
findings in table 4 indicating the financing 
decision has a positive statistically 
insignificant influence on firm’s value at 
DSE, (B=0.08, P-value>0.05). This implies 
that 1 percent increase of financing does 
not have any influence on firm’s value at 
DSE. This lack of impact may stem from 
several factors, including firms potentially 
operating at optimal financing levels where 
additional funds yield diminishing returns. 
Moreover, market inefficiencies or a lack of 
investor confidence in the effective use of  
 

 
new financing might prevent changes in 
financing from being reflected in firm 
valuations. The current study aligns with 
Ginanjar et al. (2021), Agung et al. (2021), 
and Chaleeda et al. (2019), which confirm a 
positive relationship between financing 
decisions and firm value. However, it 
contradicts findings by Yulianti et al. 
(2024), which suggest financing decisions 
do not directly affect firm value. 
Additionally, the study diverges from 
Chaleeda et al. (2019), Sihwahjoeni et al. 
(2020), Ahmad et al. (2020), and Nurlela et 
al. (2019), who found no direct impact of  
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financing decisions on firm value. The 
current study findings contradict 
shareholder wealth maximization and 
signaling theories, which suggest that 
optimal capital structure should enhance 
firm value. The insignificant results imply 
that firms may already operate at optimal 
financing levels or encounter market 
inefficiencies. Additionally, the lack of 
significant impact suggests that financing 
actions do not effectively communicate 
vital information to investors, potentially 
due to skepticism or transparency issues 
regarding how additional funds are utilized. 
Therefore, we fail to reject the null 
hypothesis stating that; 

 
There is a positive influence of financing decision on 
the value of listed firms 

 
To determine the influence of dividend 
decision on firm’s value at DSE, the results 
of the study presented in Table 4 indicating 
dividend decision has a positive statistically 
significant influence on firm’s value at DSE 
(B =0.91, P-value<0.05). This suggests 
that, 1 percent increase in dividend decision 
is associated with 91% increasing of firm’s 
value at DSE. This significant relationship 
can be attributed to several factors. Firstly, 
dividend payments are often perceived by 
investors as a signal of a firm's strong 
financial health and confidence in future 
earnings, thus boosting investor sentiment 
and firm valuation. Moreover, in markets 
like Dar Es Salaam, where information 
asymmetry may be higher, consistent and 
increased dividend payments provide 
tangible returns to investors, reducing 
uncertainty and enhancing firm credibility. 
Additionally, higher dividends can attract 
more investors, increasing demand for the 
firm's stock and thereby raising its market 
value. This reflects the broader investor 
preference for immediate returns in the 
form of dividends, especially in developing  

markets where capital gains might be less 
predictable. The current study findings are 
in line with those of Margono and Gantino 
(2021), Utami (2021), Triani and Tarmidi 
(2019), and Hasanuddin (2021), all of which 
confirmed that dividend policy has a 
positive impact on company value. The 
currents study's findings support both 
shareholder wealth maximization and 
signaling theories, showing that increased 
dividends significantly enhance shareholder 
value. Additionally, dividend increases 
signal a firm's financial health and future 
earnings potential, which is vital in contexts 
with high information asymmetry, such as 
Dar Es Salaam, thereby reinforcing the 
positive relationship between dividend 
decisions and firm value. Therefore, we 
accept the null hypothesis stating that; 

 
There is a positive influence of dividend decision on 
the value of Listed Firms 

 
To determine the moderating role of 
profitability on the influence of financing 
decision on firm value at DSE findings of 
the study in Table 4 indicate profitability 
has a positive statistically significant 
moderating role on the influence of 
financing decision on firm value at DSE (B 
= 0.052, P-value<0.05). This implies that 1 
percent increase in profitability strengthen 
the influence of financial decision on firm 
value at DSE by 5%. This result can be 
attributed to several factors. Firstly, higher 
profitability signals strong operational 
performance and financial health, which 
can boost investor confidence and magnify 
the positive effects of prudent financing 
decisions. Profitable firms are better 
positioned to leverage additional financing 
effectively, using it for value-creating 
investments rather than merely covering 
operational deficits. This synergy between 
profitability and financing decisions 
reassures investors that the firm is capable  
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of generating returns on borrowed or raised 
capital, thus enhancing firm value. 
Additionally, profitable companies may 
have better access to favorable financing 
terms, further optimizing their capital 
structure and positively influencing their 
market valuation. The current study 
findings are contrary with the study of 
Yulianti et al. (2024) found that profitability 
negatively moderated the relationship 
between financing decisions and firm value. 
The study's findings align with both 
shareholder wealth maximization and 
signaling theories, demonstrating that 
higher profitability enables firms to 
enhance shareholder value through 
effective financing. Profitable firms can 
utilize additional financing for value-
creating investments, reassuring investors 
about growth potential. Moreover, 
increased profitability signals strong 
operational performance and financial 
health, boosting investor confidence. This 
combination of profitability and prudent 
financing decisions underscores the 
positive impact on firm value, highlighting 
the relevance of both theories in this 
context. Therefore, we accept the null 
hypothesis stating that; 

 
There is a positive moderating role of profitability 
on the influence of financing decision on the value of 
Listed Firms 

 
To determine the moderating role of 
profitability on the influence of dividend 
decision on firm value at DSE, the study 
findings presented in Table 3 indicating 
profitability has a positive moderating role 
on the influence of dividend decision on 
firm value at DSE (B =0.126, P-
value<0.05). This implies that 1 percent 
increase in profitability strengthen the 
influence of dividend decision on firm 
value at DSE by 13%. This result can be  
 
 

attributed to higher profitability enabling  
firms to distribute substantial dividends, 
which boosts investor confidence and 
attracts investment. Profitable firms are 
seen as stable and reliable, increasing stock 
demand and market value. The current 
study finding is in line with the study of 
Ariyanti et al. (2024) revealed that 
profitability played a significant positive 
moderating role in enhancing the influence 
of dividend policy on company value. The 
study's findings support both shareholder 
wealth maximization and signaling theories, 
illustrating that higher profitability enables 
firms to provide substantial dividends, 
thereby enhancing shareholder returns and 
firm value. In markets like Dar Es Salaam, 
where information asymmetry is prevalent, 
strong profitability serves as a credible 
indicator of financial health, boosting 
investor confidence. Consequently, this 
leads to increased stock demand and 
further elevates firm value, demonstrating 
the crucial role of profitability and strategic 
dividend decisions in maximizing 
shareholder wealth. Therefore, we accept 
the null hypothesis stating that; 

 
There is a positive moderating role of profitability 
on the influence of dividend decision on the value of 
Listed Firms. 

 
To validate the robustness of the fixed 
effect model results, the study conducted 
tests by altering input parameters and 
assumptions. Specifically, it substituted 
Tobin's Q with the price earnings ratio. The 
findings, shown in Table 5, demonstrate 
consistent outcomes across all variables, 
albeit with slightly lower values than in the 
original model. This indicates that the fixed 
effect model effectively provides reliable 
insights into the direct impact of financial 
management decisions on firm value, 
moderated by profitability. 
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Table 5: Robust Test of Fixed Effect Model 

Source: E-View Calculations (2024)

Conclusions, Implications and 
Recommendations 
The study was conducted to determine the 
moderating role of profitability on the 
influence of financial management 
decisions on firm value at DSE. Utilizing 
quantitative secondary data from 2013 to 
2022, the study concluded that financing 
decisions do not significantly affect firm 
value, while dividend decisions have a 
positive impact. Additionally, profitability 
positively moderates both financing and 
dividend decisions, enhancing their effects 
on firm value. The findings of the study 
present crucial practical implications for 
both investors and regulators in Tanzania 
and developing economies at large. While 
the influence of financing decisions on firm 
value may not be statistically significant, 
investors are encouraged to consider the 
broader financial health and strategic 
implications of these choices. This means 
that investors should focus on the long-
term effects of financing decisions on 
company stability and growth potential 
rather than solely on short-term stock value  
fluctuations. Regulators, in turn, should  
 

 
 
 
promote transparent and responsible 
financing practices among companies to 
maintain market stability and boost 
investor confidence. The study underscores 
important policy implications for listed 
companies and regulatory bodies, 
particularly the Capital Market and 
Securities Authority (CMSA) in Tanzania. 
For listed firms on the DSE, strategic 
decision-making in financial management is 
essential. Although the study found that 
financing decisions have an insignificant 
influence on firm value, companies must 
still assess their financing strategies 
carefully to understand their long-term 
implications on stability and growth. 
Additionally, the significant impact of 
dividend policies on firm value suggests 
that companies should adopt prudent 
dividend strategies to enhance shareholder 
value and foster market attractiveness. The 
study's findings offer partial theoretical 
implications related to signaling theory and  
shareholder wealth maximization principles 
within the Tanzanian context. The  

Variable Coeffici
ent 

Std. 
Error 

t-Statistic Prob. 

Financing Decision 0.042 0.031 1.373 0.409 

Divided Decision 0.464 0.030 15.318 0.000 

Financing Decision Moderated by 
Profitability 

0.011 0.001 11.183 0.000 

Dividend Decision Moderated by 
Profitability 

0.057 0.004 14.946 0.000 

Firm Size 0.030 0.006 4.735 0.000 

C 7.825 0.106 73.799 0.000 

R-squared 0.999 Mean dependent var 13.503 

Adjusted R-squared 0.992 S.D. dependent var 5.912 

S.E. of regression 0.050 Sum squared resid 0.217 

F-statistic 7296.252 Durbin-Watson stat 1.038 

Prob(F-statistic) 0.0000    
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significant positive relationship between 
dividend decisions and firm value aligns 
with signaling theory, suggesting that 
dividends serve as a positive signal of firm 
performance to investors. However, the 
lack of significant influence from financing 
decisions highlights a more nuanced 
relationship, indicating that other 
contextual factors may overshadow their 
signaling effect. Furthermore, while 
profitability acts as a key determinant in 
enhancing shareholder value, its 
moderating role differs between financing 
and dividend decisions.  

 
Listed companies should enhance their 
dividend policies to leverage the positive 
influence of dividend decisions on firm 
value. This includes implementing 
sustainable payout strategies that align with 
long-term growth objectives and provide 
attractive returns to shareholders. 
Additionally, companies should prioritize 
initiatives that improve profitability, such as 
enhancing operational efficiency and 
fostering innovation. Maintaining 
transparent financial management practices 
is also crucial to uphold investor 
confidence and ensure market stability. 
Capital Market and Security Authorities in 
developing and emerging markets should 
provide guidance and regulations to 
encourage listed companies to adopt 
prudent dividend policies that support 
sustainable growth and shareholder value. 
Promoting regulatory frameworks that 
enhance transparency and accountability is 
essential, including improving disclosure 

requirements and offering capacity-
building initiatives for financial literacy. 
Authorities should also monitor market 
dynamics to identify emerging risks and 
safeguard investor interests. Investors 
should evaluate the dividend policies of 
listed companies, focusing on those with 
sustainable payout strategies to maximize 
returns and shareholder value. They should 
assess the profitability and financial health 
of companies, conducting thorough due 
diligence to identify firms with strong 
profitability metrics. Additionally, staying 
informed about regulatory developments 
and market trends will help investors make 
informed decisions and mitigate risks 
associated with market volatility. Based on 
the study's limitations, future research 
efforts should prioritize addressing the gaps 
identified to advance the understanding of 
financial management practices 
comprehensively. Firstly, it is essential to 
expand the scope of research beyond 
financing and dividend decisions to include 
investment decisions, as these significantly 
influence a firm's long-term trajectory and 
financial performance. This broader 
analysis will provide more comprehensive 
insights for strategic decision-making, 
especially in emerging markets like 
Tanzania. Additionally, future studies 
should consider alternative profitability 
metrics alongside return on equity (ROE), 
such as return on assets (ROA) to capture a 
more nuanced view of financial 
performance. This diversified approach will 
enhance understanding of how financial 
decisions impact firm value. 
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