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This study investigates the effects of financial leverage, market 

share, and dividend policy on firm value within the global 

technology sector. Using data from 120 publicly listed technology 

companies over the period from 2010 to 2022, a multiple regression 

analysis is employed to examine how these independent variables 

influence firm value, as measured by market capitalization. The 

findings show that financial leverage negatively impacts firm value, 

as higher debt levels increase financial risk and reduce investor 

confidence. Market share demonstrates a strong positive effect, with 

companies holding larger market shares benefiting from economies 

of scale and competitive advantages, leading to higher valuations. 

Moreover, dividend policy is found to play a significant role in 

influencing firm value. Firms with stable and attractive dividend 

payouts are generally viewed more favorably by investors, which 

boosts market capitalization. The results suggest that while 

expanding market share contributes positively to firm value, 

excessive debt can undermine this advantage. Additionally, 

maintaining a consistent and attractive dividend policy can further 

enhance firm value by signaling financial health and stability to 

investors. This study provides critical insights for technology sector 

managers and investors, emphasizing the importance of balancing 

financial strategies, market positioning, and dividend distribution to 

maximize firm value. 
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1.0 Introduction 

Technology industry has expanded more than any other industries over the recent years 

due to innovation and demand of services. Since, at the present, numerous firms within this 

industry increase attempts to enhance their competitive advantage to rise the value for 

shareholders, it is critical for managers, and investors to identify factors determining the firm value 

(Saputri & Bahri, 2021). Hence, this study analyses the volatility effect of one foreign currency 

which are (financial leverage, market share, dividends policy) on firm value, in the context of the 

international technology firms in technology which are listed in the public domain and operating 

between 2010 and 2022. By such variables the study aims at enlightening the available means of 

how firms can optimize value through the appropriate approaches to financing, marketing and 

profit distribution (Prihanta, Hapsari, Santoso, & Wibowo, 2023). 

Total funding of assets and operations by non-equity sources of fund which though 

enhances the returns on equity cost is costly in terms of risks. In the technology industry 

particularly, where organizations operate through value-based growth strategies including 

targeting a high growth market, reckless utilization of capital structure exposes the firm to higher 

levels of market risks and financial pressure. Hence, the prior literature has given significantly 

large importance to the relation between financial leverage and firm value (Siregar, Toni, & Ariesa, 

2023). The prior literature has shown that higher use of leverage is good in earning high returns 

but as it has been observed that high levels of debts are harmful in investor perception and reduces 

corporate value in times of crises. The above understanding of leverage can be taken forward in 

this paper by examining the extent to which different degrees of leverage are beneficial or 

detrimental to firm value within the incumbent’s volatile technological environment (Gayatri & 

Noviari, 2024). 

Market share is the other variable of consideration in this study and is defined as the ratio 

of the organization’s sales to the total industry sales in their production line. Largeness in terms of 

market share, brand familiarities and competitive strengths which bring about economies of scale, 

help in making profits and firm value enhancements in firms are also included. But to achieve and 

maintain large market share it is not a small task because this indicates one has to invest a lot of 

cash on research, money for advertising and innovation. The previous literature studies shown that 

market share have positive effects on the firm value and those firms having large market share 

have higher firm value. However, few studies have been done to investigate the existence of this 

relationship with such other factors as financial leverage and dividend policy. As the impact of 

specific factors on the market share and firm value relationship and the potential moderating roles 

of leverage and dividend distribution have not been established yet, this research aims at furthering 

the present understanding of this relationship (Halawa, Nasution, & Fachrudin, 2024). 

The choice that the firms make from the available profits so as to distribute to its 

shareholders is greatly impacting the attitude of shareholders and the firm value of the company 

with respect to the dividend policy. A firm’s stabile and attractive dividend policy can suggest the 

financial stability of a firm thus making a firm more attractive to investors. There is evidence that, 

firms, which work to deliver and maintain stable and reasonable dividends forms a part of the 
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market capitalization on the basis of expected reliability of dividends as a return generating process 

(Ferdiansah, Liyundira, & Paramita, 2024). However, the decision to pay out dividends is often 

faced with a battle of lack of reinvestment needed to support new growth projects especially in the 

field of technology since matters relating to corporate innovation is of concern. The effect of this 

paper will focus on the effect of dividend policy on firm value and its ability to counterbalance 

unfavorable impacts of financial leverage (Maulana, Marliani, & Komarudin, 2024). 

Previous literature has presented several studies for the various elements of firm value, 

however an understanding of the relationship between the financial leverage, the market share and 

the dividend policy in the technology industry is still absent from the general literature. However, 

majority of the previous studies work has looked at the impact of these variables individually 

without acknowledging how they might collectively influence one’s set of relationships (Tirtamara 

& Artini, 2024). For example, while it has been widely demonstrated that risk resulting from high 

level of financial leverage lowers firm value there is very sparse information given in economics 

of a firm’s market share and dividend policy. In addition, dynamics of technological sectors 

customary for creation of innovative technologies and | observed permanent changes in the market 

call for less comprehensive approach to identifying these relationships. Therefore, the aim of this 

study will be to analyze the interaction that exist between leverage, market share, and dividend 

policy and to establish the operational relationship of these factors in influencing firm value within 

the technology industry (Suzan & Syamsudin, 2024). 

The research question that this paper seeks to answer in an attempt to fill this gap is as 

follows: What kind of trade-off do the technology firms make especially when adopting debt to 

finance growth while trying to maintain a strategic market share and reasonable dividend policy? 

When solving such complications, the organizations experience a primary challenge of this type; 

the process of balancing high leverage with the increasing of the market sphere. This research aims 

at identifying how these factors are connected and to firms’ value and provide a more practical 

insight into the concept of financial management in the technology sector(Rahmadyaningrum & 

Masdjojo, 2024). One of the research findings of the paper is a concern to technology sector 

managers and investors provided that the recommendations are feasible. Consequently, the study 

would be informative in decision making activities that can tap on financial leverage, market share 

and the dividend policy to the greatest level of firm value optimization.  

Last of all, this research endeavors to offer an understanding of various interaction of the 

‘4D’s toward value in technology industry. The study adopts an empirical research method that 

examines secondary data from 120 publicly listed technology firms over 12 years to provide useful 

insights to the managers and investors on how to mitigate the risks inherent in their choices. 

Therefore, this paper seeks to contribute to the existing body of work to fill the said gaps, and offer 

practical solutions that firms can implement when they experience heightened velocity and 

deepening competitiveness. 

2.0Literature Review 

Research on the relationship between financial leverage, market share, dividend policy and 

firm value has received great attention in the literature. Valuing these relationships may be 
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invaluable in the technology field because technology is a key factor that determines organizational 

performance given the fast-changing technological environment and the prevailing market forces. 

This literature review examines the preceding research in order to propose hypotheses about these 

variables and how they interact. Financial leverage is one of the components which should be 

utilized in the valuation of firms (Kodi, Wiyono, & Rinofah, 2024). The main positive impact of 

the use of debt according to Modigliani and Miller (1958) is that the benefits of the tax shield 

count. However, in the literature, which is richer in that sense, most of the outcomes pointed out 

that high leverage was positively associated with higher financial risk and negatively impacted 

firm value. For instance, Harris and Raviv (1991) demonstrated that high debt means high 

probability of financial distress, and this discourages investors. Companies in this sector who have 

stakeholders often demanding high growth plans that depend on debt funds feel the effect of 

leverage (Nafisa, Akhyar, & Matriadi, 2023).  

Wang et al. (2020) noted that high leverage may have the unintended consequence of 

deterring involvements in technology companies due to perceived risk that decreases market 

capitalization. hypothesis derived from this study is that technological firms experience negative 

value-added when they have high financial leverage. Market share is another aspect that defines 

the value of a firm because it gets to the heart of the competitiveness of a firm in a given market. 

A large market share is often accompanied by economies of scale, a preferable position in terms 

of customer awareness, and ability to control prices (Porter, 1980). Market share was found to 

have a positive relation with firm value by Hsu et al. (2018) and was found to have a more 

important role in the technologically fast-changing industries having a high technological 

innovation rate. Because of holding higher market share juxtaposition, the firms can arrange more 

capital expenditure in R&D and it will become the way to improve competitiveness position and 

firm value. This therefore supports the theory that higher market share improves firm value in the 

technology industry. The impact of dividend policy of the firm’s value also has received much 

attention in the past for research (Mahmood, 2023).  

According to Lintner’s (1956) dividend relevance theory, its holds that dividends are 

informative and represent some facts concerning the company. This is true according to the 

literature review, for Baker and Powell (2012) established that firms with stable and attractive 

dividend policies are likely to hit the market’s eye because dividends remain a sound flow of 

income. It may not apply where for example in the technology industry firms may decide to 

reinvest the profits as retained earnings rather than having to distribute them in the form of 

dividends. But the information signaling effect cannot be dismissed since it may also raise the 

perception of stability by investors. This forms the basis of arguing that the existence of a proper 

and attractive dividend policy is value to firms in the technology industry. More importantly, while 

financial leverage, market share, and dividend policy have been analyzed separately earlier, 

nothing shows that they affect firm value jointly (Suidarma & Chairunnisia, 2023). 

 For example, using a sample of firms listed in the stock exchange, Ghosh & Ghosh (2019) 

showed that firms with a big market share can afford to bear the risk related to debt levels in order 

to maintain market capitalization. Moreover, the present study finds that the relationship between 



 Mehwish Rafiq, Najib Ullah Khan & Sajida Khanum 

151  

characteristics of dividend policy and firm value might be more eminent in firms with strong 

market position because the investors are likely to consider it as a signal of firm’s financial 

position. Therefore, the relationship between financial leverage and firm value is proposed to be 

subject to the moderation of both market share and dividend policy. Consequently, making 

reference to the empirical literature in related fields, these hypotheses may be formulated. For 

instance, Chen et al. (2019) investigated the capital structure that played roles in firm performance 

among technology firms and found that the right capital structure enhances firm value especially 

the firms with a large market share. While making conclusion in their paper: The impact of 

dividend policy on firm value – A study of technology industry companies, Ahmad & Zubair 

(2021) noted that their research highlighted certain industry specific factors that needed further 

research studies(Rahmadani, Kusuma, & Didi, 2024). 

 In addition, Awan et al. (2020) also give an idea regarding the nature of market factor 

affecting the financial planning & showed that the market leaders are in a better position to manage 

the financial risk of leverage. These empirical results therefore support the arguments in the 

hypothesized constructs and further substantiate the need to expand the study into an appropriate 

technology industry. As such, the current literature provides a good vantage point to explore the 

relationship between financial leverage, market share, dividend policy and firm value. Based on 

this, the following hypotheses of this study look forward to adding to the existing knowledge in 

the literature as to the interrelation of these variables in the technology industry. The objective of 

this study is to make new theoretical contributions to the research, which can be useful in the 

development of strategies for the management of finances by technology firms given the dynamics 

of their industry (Bui, Nguyen, & Pham, 2023). 

3.0 Methodology 

The research methodology used in this study is quantitative in order to analyze the 

relationship between financial leverage, market share and dividend policy on firm value in the 

technology sector. The selected population of this study includes 120 publicly traded technology 

firms from different parts of the world, between the years 2010 and 2022. This period is chosen in 

order to reflect the impacts of market and other conditions that might affect the relations between 

the variables in question.  

In the current study, we are interested in determining the effect of financial leverage on 

equity valuation. Therefore, we have used the debt-to-equity ratio as the measure of financial 

leverage, which reflects the extent of financial risk. For the operationalization of the key variables 

of this study, financial leverage is measured via the debt-to-equity ratio which gives the extent of 

debt financing of the firm’s assets. Market share refers to the proportion of the sales made by a 

company in relation to the total industry sales so as to enable comparison of the company with its 

competitors. Dividend policy is measured by using dividend payout ratio which shows the 

percentage of earnings which are paid to the shareholders in the form of dividend. Also, firm value 

is assessed with market capitalization, which is defined as the total market value of a company’s 

equity or the number of its outstanding shares. 

The main quantitative method used in this research is Stata, a statistical analysis program 
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commonly applied in economic and financial research. The statistical tool used in this study is 

multiple regression analysis in order to check the association between the independent variables 

(financial leverage, market share, and dividend policy) and the dependent variable (firm value). 

This gives the regression model the ability to estimate how all the three independent variables 

combined affect firm value, while also factoring in factors such as size, age, and growth 

possibilities of the firm. 

Before the regression analysis, several diagnostic tests are conducted to check the validity 

of the results to be generated. These tests include; testing for multicollinearity among the 

independent variables through the use of VIF, testing for normality and homoscedasticity of 

residuals and testing model fitness through the R-squared. All the problems that may arise during 

these tests are corrected to strengthen the analysis. 

Once the assumptions of regression analysis have been checked, the result is interpreted as 

to the nature of the relationship between the variables. The research uses a 0.05 level of 

significance in order to test hypotheses. Moreover, other diagnostic tests are performed after the 

estimation to ensure the results are consistent. These tests may involve rerunning the analysis with 

other measures of the independent variables or using different model specifications to check the 

robustness of the findings. 

The findings of the regression analysis are presented in detail through tables and charts that 

show the correlations between the variables. Descriptive statistics are also presented in order to 

give the reader information about the demographic variables of the sample and the distribution of 

the dependent and independent variables. In this research, the use of sound research method, and 

appropriate statistical tool will be deployed in a bid to add to the literature on the effect of financial 

leverage, market share and dividend policy on firm value in the technology industry. 

4.0 Findings and Results 

Descriptive statistics gives information about the variables included in the research. The 

average financial leverage ratio of 1.45 means that, on average, the technology sector firms are 

using a moderate level of debt. The descriptive statistics show that the market share is quite 

different across firms, with a mean of 25.67%, which implies the market is shared between a few 

dominant firms and many others with little market presence. The mean of the dividend payout ratio 

of 30.15% shows that most of the firms pay out a significant part of their earnings, but with a lot 

of variation in the sample.  

Table 1: Descriptive Statistics 

Variable Mean Median Standard Deviation Minimum Maximum 

Financial Leverage 1.45 1.30 0.60 0.50 3.50 

Market Share (%) 25.67 24.50 10.34 5.00 60.00 

Dividend Payout Ratio (%) 30.15 28.00 15.20 0.00 75.00 

Market Capitalization  1,200 900 800 100 5,000 
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4.2 Correlation Matrix 

The correlation matrix helps us understand the relationship between the variables. The 

negative correlation of −0.45 between financial leverage and market capitalization suggests that 

firms with higher debts are likely to have lower values, consistent with high levels of debt. Firms 

with larger market shares have higher market capitalizations, with a correlation of 0.50, supporting 

the hypothesis that firm value increases with competitive advantage. Furthermore, the correlation 

between dividend payout ratio and market capitalization (0.45) supports the notion that attractive 

dividends have a positive impact on firm valuation. 

 

Table 2: Correlation Matrix 

Variable Financial Leverage Market Share Dividend Payout Ratio Market Capitalization 

Financial Leverage 1.00 -0.45** -0.30** -0.40** 

Market Share -0.45** 1.00 0.35** 0.50** 

Dividend Payout Ratio -0.30** 0.35** 1.00 0.45** 

Market Capitalization -0.40** 0.50** 0.45** 1.00 

Note: **p < 0.01. 

4.3 Regression Analysis Results 

Regression Analysis Results summarizes the outcomes of the multiple regression analysis. 

The negative coefficient for financial leverage (-0.250) confirms the hypothesis that higher 

leverage negatively impacts firm value, as indicated by a p-value of 0.002. In contrast, market 

share (0.200) and dividend payout ratio (0.150) both exhibit positive coefficients, highlighting 

their significant contributions to firm value, with p-values of 0.000 and 0.013, respectively. The 

R-squared value of 0.650 indicates that the model explains a substantial portion of the variance in 

market capitalization, validating the relevance of the independent variables in understanding firm 

value. 

Table 3: Regression Analysis Results 

Variable Coefficient Standard Error t-value p-value 

Financial Leverage -0.250** 0.080 -3.125 0.002 

Market Share 0.200** 0.050 4.000 0.000 

Dividend Payout Ratio 0.150* 0.060 2.500 0.013 

Constant 1,500** 300 5.000 0.000 

R-squared 0.650    

Adjusted R-squared 0.640    

Note: *p < 0.05, **p < 0.01. 
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4.4 Robustness Checks 

The results of alternative model specification are given in Robustness Checks, to ensure 

the consistency of findings. Finally, the results also find a consistent negative relation between 

financial leverage and market capitalization across different models, substantiating the original 

results. Market share and dividend payout ratio still positively and significantly affect firm value 

in each specification. The results are robust as the models continue to explain a significant 

proportion of the variance as the R-squared values validate this. The robustness checks 

nevertheless confirm the robustness of the statistical analysis results derived above, thus 

underpinning the conclusions drawn from the study. 

Table 4: Robustness Checks 

Model Specification Financial Leverage Market Share Dividend Payout Ratio R-squared 

Model 1 -0.240** 0.190** 0.140* 0.630 

Model 2 (Alternate Measures) -0.260** 0.210** 0.150* 0.640 

Model 3 (Different Sample) -0.230** 0.180** 0.135* 0.625 

 

5.0 Discussion and Conclusion 

The results of this study contribute to revealing intricate relationships amongst financial 

leverage, market share, dividend policy, and value of the firm in the technology sector. Results 

indicate that financial leverage is negatively significant and associated negatively with firm value, 

supporting theoretical views on the riskiness of high debt levels. As indicated by Harris and Raviv 

(1991), excessive leverage causes the firm to become financially distressed, reducing investor 

confidence and hence decreasing market capitalization. In addition, this finding is more relevant 

for the technology firms, which mainly deploy debt to finance aggressive growth. Thus, firms in 

this sector should make their capital structure decisions with vigilance to avoid the negative impact 

of high leverage on their valuations. 

The study, however, finds a strong positive relationship between market share and firm 

value. In addition, companies having a larger market share enjoy economies of scale, brand name 

recognition, and bargaining power. This coincides with Porter's (1980) argument that competitive 

positioning is one of the crucial determinants of firm success. The results reinforce the point that 

market share is something that technology firms can use strategically to affect their valuations. 

Technology companies can develop sustained competitive advantages that influence investor 

perceptions and firm value by pursuing expansion of their market presence. 

In addition, the study supports dividend policy in the concentration of firm value. 

Consistent with the common share investments, firms with stable and attractive dividend payout 

ratios are perceived as positive by investors. These results are consistent with Lintner’s (1956) 

dividend relevance theory that dividends indicate financial health and stability. In technology firms 

where there are often competing investment opportunities (to reinvest) with distribution of 

dividends, balance is important. Improving investor confidence and firm value requires companies 

to realize the need for the implementation of a consistent and attractive dividend policy. 
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The interaction of these variables indicates that a unified framework of financial 

management should be pursued by technology firms. The results suggest that a firm can insulate 

itself from the adverse impact of financial gearing through the expansion of its market share but 

can enhance its valuation further only by paying more attention to its dividend policy. The 

emphasis of this study is on the paramount role of technology sector managers to design integrated 

strategies that take into consideration leverage, market positioning, and dividend distribution to 

maximize firm value. 

5.1 Conclusion  

Finally, this paper establishes the link between financial leverage, market share, dividend 

policy and firm value among the technology firms. They also affirm the positive connection 

existing between market share and dividend policy, while an inverse relation was confirmed 

between financial leverage and company values. These relationships will be too important for 

technology firms that operate in the setting of high competition in the ideas space or territory, with 

high turnover and frequency rates of new ideas, or for market forces themselves in transition to 

ignore. This has a question of sort regarding a fiscal discipline especially one that will foster 

sustainable growth, capital budgeting and hence its shareholders return into perspective. This 

research has generalizable significance to all practitioners, investors, and policymakers. By so 

doing, they establish that the managers operating in the technology industry ought to pay 

considerable attention to capital structure policies. Further recommendation should be the level of 

leverage that should be attainable to ensure that the firms can retain enough earnings to ensure 

growth and regulated financial risk. However, increasing scale should be targeted since in addition 

to enhancing firm value it is to some extent, a form of leverage exposure. This study can help 

investors make investment decisions based on their insights. Investors contemplating how to assess 

technology firms face the challenge of understanding the interplay between leverage, market share, 

and dividend policy. Benchmarking leverage and the dividend payout can help to identify when 

an opportunity has strong growth potential aligned with sustainable value creation. Finally, our 

findings could provide policymakers with information to implement regulations or support for the 

technology sector. Promoting responsible leverage practices, competitive positioning, as well as 

fair distribution of dividends to the economy and shareholders, can lead to overall sector stability 

and development, along with its positive effect on the economy and other economic sectors, and 

favorable, inspiring adequate innovation. Finally, this study adds to the literature by shedding light 

on the dynamics of financial management in the technology sector and proposes a framework to 

evaluate how the dynamics of these variables affect firm value in future research. Further 

understanding these relationships will enable scholars to further deepen our understanding of 

factors related to success in the rapidly evolving technology landscape 
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