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Investigating the mediating role of profitability on the relationship
between firm size and sales growth with dividend per share
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Abstract

Understanding the factors affecting dividend policies is of particular
importance for capital market participants. This study was conducted with
the purpose of explaining the mediating role of profitability in the
relationship between firm size and sales growth with dividend per share.
The present research was a descriptive-correlational study with an ex-post
facto design. The statistical population included all companies listed on the
Tehran Stock Exchange, from which 115 firms were selected through
purposive sampling for the period of 2017 to 2024. The data collection
instrument was the audited financial statements of the companies, and data
analysis was performed using structural equation modeling. The results
indicated that profitability effectively and positively mediated the
relationship between sales growth and dividend per share. However, the
direct relationship between firm size and dividend per share was not
significant, and consequently, the mediating role of profitability in this
relationship was not confirmed based on the research approach. It is
concluded that profitability serves as a key mechanism in converting sales
growth into cash returns for shareholders, whereas firm size alone is not a
suitable predictor of dividend policy.
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