


DETERMINANTS OF STOCK MARKET FINANCIAL PERFORMANCE IN TANZANIA: A CASE OF 28 LISTED FIRMS




Abstract
[bookmark: _GoBack]Aims: Study examined the determinants of stock market financial performance in Tanzania in a case of 28 listed firms’ panel data. The general objective of study was to examine determinants of stock market financial performance in Tanzania in a case of 28 listed firms Study employed institutional theory.
Study Design: Study used quantitative research design
Place and Duration of the Study: Department of Accounting and Finance, Faculty of Business Management from June 2022- June 2025
Methodology: Study used secondary panel data of 140 observation for a sample of 28 listed firms on Dar es Salaam Stock Exchange since 2020-2024. Data were analysed using panel regression models, fixed effects model recommended from Hausman test and other model diagnostics. Ethical considerations were observed using publicly available financial data.
Results: Findings from fixed effects model revealed stock market development has negative significant effect and also regulatory framework showed positive significant impact on financial performance.
Conclusion: It is recommended that policymakers and regulatory authorities strike a balance between maintaining effective regulations and ensuring flexibility to promote market growth. Additionally, efforts should be made to enhance stock market infrastructure, broaden financial literacy, and encourage more listings and investor participation. 
Keywords: Stock Market, Stock Market Development, Regulatory Framework and Financial Performance.

1. Introduction
Stock exchanges around the world serve as platforms for companies to increase capital through exchange of securities, including equities, bonds, and derivatives, facilitating investment and promoting not only the country’s economic growth but also performance of companies (Lai and Hu, 2021). The effects of stock exchange markets in enhancing financial and non- financial performance of listed companies have been subject of extensive investigation and debate worldwide (Al-Hiyari and Kolsi, 2024). In developed countries, countries established stock exchanges like NYSE, NASDAQ, LSE, and TSE to play pivotal roles in capital formation, providing companies with access to diverse investor base and enabling efficient price discovery decline (Álvarez-Otero, 2022). Tanzanian stock exchange market plays central role in the economic development by provides an opportunity for investment. However, its potential to stimulate the performance of listed companies in the extent to which stock exchange effectively enhancing company performance remains under-explored (Alobaid et al., 2024).

Despite the existence of Dar es Salaam Stock Exchange (DSE) as platform for capital mobilization, investment, there remains a persistent gap in understanding its effectiveness in enhancing the performance of listed companies in Tanzania (DSE Market Report, 2023). Empirical evidence suggests that while firms listed on the DSE have received capital injections, their subsequent performance is below expectations; this indicates a significant discrepancy between capital infusion and actual business outcomes (Chindengwike, 2024). There is limited insight into how capital mobilization on the DSE translates into firm performance, particularly why some firms struggle despite capital injections. Tanzania’s stock exchange market is further constrained by the limited number of listed firms since its establishment; this is beyond the goal mentioned in the National Five-Year Development Plan III (DSE, 2024). Moreover, the continuation of the decline of market capitalization is still evidenced (DSE Market Report, 2023).
These constraints undermine investor confidence and hinder firms from investing in the stock exchange so as to optimize their performance. According to the DSE Market Report (2023), only 30% of listed companies achieved significant performance improvements attributed to stock market participation. This phenomenon raises concerns about the effectiveness of the stock exchange in fulfilling its role as catalyst for economic development in Tanzania. Most studies focus on economic growth rather than firm-specific performance metrics, leaving gaps in understanding DSE's impacts on listed companies’ growth and profitability. For example, a study conducted by Chindengwike (2024) on determinants of profitability of the manufacturing companies listed in the Dar es Salaam Stock Exchange Market. Moreover, study like Mwakabumbe (2024) on the factors affecting stock market participation, has focused on individual investors without involving firms listed in DSE. Additional study explained the performance of the firms listed in stock exchange, the findings revealed despite accessing capital through initial public offerings and subsequent equity issuance, many of these firms experienced declining profitability and operational efficiency (Mwenda, 2023).

Despite accessing funds through the stock exchange, many firms struggle to transform these resources into sustained growth and profitability (DSE, 2024). This raises questions about efficiency of capital allocation, quality of investment opportunities, and broader institutional framework governing the stock market (Mwakabumbe, 2024). This question was grounded in efficient market hypothesis and institutional theory (Olawale, 2024). While institutional theory further explains that the broader regulatory and governance structures shape market function, emphasizing that institutional frameworks influence transparency, investor confidence, and ultimately firm performance (North, 1990). The research gap lies in understanding the disconnection between capital infusion from the stock exchange and the subsequent performance of listed companies in Tanzania. While previous literature has explored the financial implications of listing firms in the portion of only banks and manufacturing firms only without combining all firms listed at the same time.

2. Literature Review
2.1 Theoretical and Empirical Literature Review
Institutional theory, conceptualized by Philip Selznick in 1948, focused on external environmental factors and explain regulatory environment which account for social factors influencing investor decisions. Specifically, the regulatory environment relates to rules, laws, and government policies; normative pressures focus on professional standards, industry norms, and expectations from stakeholders; while cognitive-cultural factors address shared beliefs, values, and practices that legitimize organizational actions. These variables address items such as compliance with laws, conformity to industry standards, adoption of best practices, and pursuit of legitimacy to ensure survival and improved performance in the market. These variables help in measuring the extent to which a stock market aligns with the hypothesis. Empirically, study by Chindengwike (2024) examined nexus of financial leverage and dividends payout as a measure of stock market development from industrial firms listed in DSE through longitudinal study design in quantitative approaches. Study founds negative relationships between stock market development and performance of firms. Olawale (2024) explored impacts of capital markets performance on economic growth of Nigeria utilizing CAPM, EMH, and APT. OLS technique was used for estimation. Results revealed market capitalization and share indexes were significant predictors of economic growth. Study by Utouh and Tile (2023) examined relationships between capital stocks and FDI of Tanzania through quantitative method and econometric model. Findings indicate capital stock exerts unidirectional influences on FDI inflows of Tanzania.

Chitundu (2022) conducted factors contributing developments of derivatives markets of Tanzania through secondary and primary data. Study found underlying markets contribute positively to the country's GDP. Study by Kapaya (2020) about impacts of stock market development on economic growth of Tanzania employed ARDL with certain tests so as to analyze time-series data in a quarterly basis for 2001Q1-2019Q2. Findings indicate that stock market developments exhibits negative relationships to economic growth. Azeez & Obalade (2018) investigated determinants of stock market developments in Nigeria 1981 to 2017. Findings revealed that stock market liquidity was a significant determinant of stock markets development in short run and long run. Bai et al. (2025) examined how capital market liberalization shapes firm productivity. Findings show that liberalization boosts firm-level productivity through improved financing and information channels. Zhao et al. (2025) explained that improving stock market information efficiency promotes firms’ high-quality development in China. Findings show that better information efficiency enhances firms’ innovation and high-quality growth. Ngong et al. (2022) examined Stock Market Development and Agricultural Growth in AEE (1990–2020) in African panel. Panel ARDL model was used. Results show market development through liquidity and capitalization is positively associated with sectoral growth. Pastory (2022) examined impacts of listing on performance of firms in Tanzania & Kenya. OLS on 39 non-financials was used. The findings show that listing is associated with improved profitability and operational performance.

Li et al. (2024) evaluated combined effect for regulatory penalties and monetary incentives on performance of Chinese publicly listed firms from 2015 to 2019. Result shows regulatory penalties have negative implications for the firm's performance. Study by Yi and Latiff (2024) explore influences of regulatory environment on value of companies in cross-listed companies at Hong Kong and China. Study analyzed data from secondary sources obtained from databases and required authorities. Finding reveal stricter regulations of Hong Kong is associated higher company values in comparison with China. Zaremba et al. (2021) analyzed impacts of government policy responses to global stock market liquidity through regular data for 49 countries between January and April 2020. The findings reveal government policy negatively affects liquidity. Study by Kizys et al. (2021) examined whether state responses to COVID 19 pandemic diminish investors herding behavior in global stock markets. Results portray negative insignificance to the listed firm performance. Madhani (2016) investigates the influence of legal and regulatory frameworks on disclosure practice of business listed in the BSE. Study reveals that the institutional and legal frameworks in the US and Europe are more robust compared to India. Study conducted by Montolio et al. (2015) investigated influences of regulated accessed prices of worldwide nature of firms and their performances within the European broadband sector from 2002 to 2010. Findings revealed regulatory prices negatively influence market share and turnover of entrant firms. Chang et al. (2015) analysed implementation on environmental strategies and role of government involvement in shaping the environmental performance of China publicly listing business within 8 greatest polluting businesses over decade. Results reveals government commitment positively influences performances of government enterprises. 

Guedhami et al. (2022) examined effects of stock markets developments, the findings show that board reforms significantly increase stock liquidity and lower trading frictions, indirectly supporting firm performance. Li et al. (2024) analyzed effects of business regulations on market strength in China. Findings show that new asset management regulations reduce stock-price crash risk, with channels through performance and conservatism. Bazdresch et al. (2024) examined effects of financial regulatory procedures uncertainty and industry share earnings in USA. The findings revealed that regulatory uncertainty predicts financial stock returns, implying a channel to firm financing costs and performance. However, return predictability is not the same as operating performance in Tanzania. Yahaya (2025) examined how corporate governance codes matter in Africa. The findings revealed that uptake and enforcement of corporate governance codes are uneven; effectiveness for performance is limited without credible enforcement.

[bookmark: _Toc208584797]3. Research Methodology
[bookmark: _Toc208584804]3.1 Participant of the Study
The participant of the study involved 140 observations from firm-years of 28 listed firms in the arrangement of the panel for period in 5 year’s starting 2020 ending 2024. Study used secondary data from DSE website. Reason for choosing this data in the form of panel is due to the significance of having enough sampling size (Wooldridge, 2023). Study employed an econometric method capable of estimating a model using panel data. Empirical econometric models known as random effect and fixed effect were employed. Quantitative data from the Eview 10 were analyzed through common approaches used to infer the results, which is probability value. According to Imbens (2021), p-value is most useful for studies that involve more than two independent variables. Panel data was processed through EViews version 10 through the following equation.
[bookmark: _Hlk159666250] =  +++
 It is typically assumed to be IID (0,). This represents error term for assumptions of normally distribution with 0 mean value and constant of variance. FPit is firm’s performance of firms i on time t, firm’s performance was measured by ROE.
 FP		Firm’s Performance
		Constant
β1, 2		Coefficients
Ɛ		Error term
RF		Regulatory Framework
SMD		Stock Market Development

[bookmark: _Toc207714056][bookmark: _Toc208584816]3.2 Ethical Consideration
Kang and Hwang (2023) noted that ethical behavior encompasses each step of the research process, particularly in collection data, analysis of data, and reporting of result. Principle of researcher’s integrity was applied during data collection exercise, study ensured treatment of all research parties for due respects, honesty, and fairness (Levitt et al., 2021). This included seeking for consent of participants’ involvement in study by having clearance letter from the Open University of Tanzania for data collection. Study ensured integrity, transparency, and accountability in all secondary-data procedures. Study documented dataset provenance, transformation, and quality checks; reported known limitations in terms of coverage, timeliness, and survivorship bias in listed firms; and avoided misinterpretation and misuse of data beyond the intended scope. In conclusion, principle of avoidance of plagiarism; study was careful in checked that the information provided,  including data analysis and interpretation was originated and acknowledging and citing whatever sources of data provided by others and including them in list of reference (Yadav, 2023)

4. Findings
[bookmark: _Toc208584820]4.1 Descriptive Statistics
Result from descriptive statistics are based on 140 observations of the panel data of the period of five years 2020 - 2024 for 28 firms listed in Dar es Salaam Stock Exchange. The descriptive analysis reveals all variables deviate significantly from normality, evidenced by high skewness, kurtosis, and significant Jarque-Bera statistics. 
[bookmark: _Toc206689011]Table 1: Descriptive Statistics Results
	
	ROE
	RF
	SMD

	Mean
	 0.201429
	 0.143209
	 0.344608

	Median
	 0.190000
	 0.002308
	 0.097100

	Maximum
	 2.570000
	 3.183209
	 3.584210

	Minimum
	 1.010000
	 2.547400
	 1.820000

	Std. Dev.
	 0.377816
	 1.745209
	 1.162209

	Skewness
	 2.192797
	 2.077187
	 2.915666

	Kurtosis
	 3.864387
	 8.572765
	 5.611691

	Probability
	 0.010000
	 0.050000
	 0.000100

	Sum
	 28.20000
	 1.603211
	 1.034511

	Sum Sq. Dev.
	 19.84151
	 4.192320
	 2.412321

	Observations
	 140
	 140
	 140


Source: Data Analysis (2025)
Return on Equity (ROE) shows mean value of 0.2014; indicating that on average, firms generated a return of approximately 20.14% on shareholders' equity. However, the median value is lower at 0.19, suggesting that distribution of ROE was positively skewed with few firms achieving significantly higher returns. This is confirmed by the high skewness value of 2.19 and an extremely high kurtosis value of 3.864, indicating a distribution with a long right tail and heavy peak. The maximum ROE observed is 2.57, whereas minimum was 1.01, and standard deviation of 0.3778 reflects considerable variation in profitability among firms. Therefore, the skewness and kurtosis of the ROE confirm that the distribution of ROE significantly represents the normality of the data. According to Demir (2022), the normality of data for skewness should not go above absolute value of ± 3, and for kurtosis should not greater than value of ± 10. The regulatory framework exhibits value of mean 0.14 and a median of 0.002. The difference between the mean and median suggests a positively skewed distribution. The value of standard deviation 1.745 indicating significant variability in regulatory framework across observations. The minimum and maximum values range from 3.183 to 2.547, further highlighting the normal dispersion. The distribution’s skewness of 2.077 and kurtosis of 8.573 reflect a normal deviation from the normal curve. This statistically confirms the normality of data (Demir, 2022). Stock Market Development (SMD) has a mean of 0.34 and a median of only 0.097 that indicate a normal skew. Value of maximum was 3.58 while minimum was 1.82, which suggests normal variability in the levels of market development among firms in the specified periods. The result of the standard deviation stands at 1.16, also indicating a normal level of dispersion. The result of a skewness value of 2.92 and kurtosis of 5.61 shows the normal level of data among the variables (Matore & Khairani, 2020).
[bookmark: _Toc207714061][bookmark: _Toc208584821]4.2 Pearson Correlation Matrix Test
The Pearson correlation matrix test provides the findings into the linear relationships among the variables of the study, which are ROE, RF and SMD. This test helps in determination of strength and direction associated between pairs of variables, which are critical in understanding potential linkages and multicollinearity in subsequent regression analyses (Jain et al., 2022). According to Jain et al. (2022), correlation coefficients range in value of  1, value close to 1 indicating robust positive linear relationships, where value close to -1 indicating robust negative relationships, values near 0 suggesting weak or no correlation.
[bookmark: _Toc206689012]Table 2: Pearson Correlation Matrix Test
	
	
	
	
	

	
	
	
	
	

	Correlation
	
	
	

	t-Statistic
	
	
	

	Probability
	ROE 
	RF 
	SMD 
	

	ROE 
	1.000000
	
	
	

	
	----- 
	
	
	

	
	----- 
	
	
	

	
	
	
	
	

	RF 
	0.587941
	1.000000
	
	

	
	0.247859
	----- 
	
	

	
	0.1262
	----- 
	
	

	
	
	
	
	

	SMD 
	-0.519634
	-0.021207
	1.000000
	

	
	-0.230687
	-0.249184
	----- 
	

	
	0.0179
	0.7036
	----- 
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


Source: Data Analysis (2025)
[bookmark: _Toc206689015]The correlation between ROE and the regulatory framework (RF) is 0.588, suggesting a moderate positive relationship; nevertheless, p-value of 0.1262 indicating relationship was statistically insignificant at the predictable 0.05 level. This implies that, while there is a tendency for firms operating under more robust regulatory environments to perform better, the evidence is not strong enough to confirm a meaningful influence (Abbood et al., 2021). Theoretically, an effective regulatory framework promotes transparency, reduces uncertainty, and strengthens investor confidence, which should enhance firm performance (Abbood et al., 2021). However, the insignificance of this relationship reflects implementation gaps, weak enforcement mechanisms, and regulatory burdens that neutralize potential benefits. This contrasts with findings by González et al. (2023), who established a significant link between financial regulation and firm-level performance in emerging markets. Correlation of SMD and ROE was -0.520 while p-value was 0.0179, indicating moderate negative and statistical significant relationship. This inverse relationship suggests that as the stock market develops, the return on equity of firm’s decreases. This result is counterintuitive, as well-functioning stock market was generally expects supporting firm performance through increased access to capital and improved liquidity. One possible interpretation is that the Tanzanian stock market experiencing inefficiencies such as low trading volumes, limited investor participation, or speculative activities, which may not effectively support firm growth. This contradicts study by Li et al. (2020, December), argue stock market development positively correlates with firm growth in emerging economies. Therefore, this finding raises concerns about the functional maturity and institutional quality of Tanzania’s stock market. On the existence of multicollinearity, the Pearson correlation values among RF and SMD are all below the critical threshold of 0.80 (Shrestha, 2020). 

Table 3: Unit Root Test at a Level for RF
	
	
	
	
	

	
	
	
	
	

	Method
	
	Statistic
	Prob.**

	ADF - Fisher Chi-square
	 69.5253
	 0.1058

	ADF - Choi Z-stat
	 0.45911
	 0.6769

	
	
	
	
	

	
	
	
	
	

	P<5%


Source: Data Analysis (2025)

[bookmark: _Toc206689016]Table 4: Unit Root Test at Level for SMD
	
	
	
	
	

	
	
	
	
	

	Method
	
	Statistic
	Prob.**

	ADF - Fisher Chi-square
	 74.6405
	 0.0486

	ADF - Choi Z-stat
	 40.4591
	 0.0034

	
	
	
	
	

	
	
	
	
	

	P<5%

	Source: Data Analysis (2025)
	
	
	
	



[bookmark: _Toc206689019]Table 5: Unit Root Test of First Difference of SMD
	
	
	
	
	

	
	
	
	
	

	Method
	
	Statistic
	Prob.**

	ADF - Fisher Chi-square
	 96.4452
	 0.0006

	ADF - Choi Z-stat
	-3.22149
	 0.0020

	
	
	
	
	

	
	
	
	
	

	 Source: Data Analysis (2025)



[bookmark: _Toc206689020]Table 6: Unit Root Test of First Difference of RF
	
	
	
	
	

	
	
	
	
	

	Method
	
	Statistic
	Prob.**

	ADF - Fisher Chi-square
	 105.495
	 0.0001

	ADF - Choi Z-stat
	-3.53686
	 0.0002

	
	
	
	
	

	
	
	
	
	


Source: Data Analysis (2025)
The results from the ADF-Fisher chi-square test yielded a statistic of 69.5253 with a probability value of 0.1058, while the ADF-Choi Z-stat showed a value of 0.45911 with a probability of 0.6769. Both p-values exceed the conventional significance threshold of 0.05. This indicates a failure to reject the null hypothesis of a unit root. This implies that the RF variable is non-stationary at level across the panel. Further examination of the intermediate ADF test results for individual cross-sections reinforces this conclusion. Therefore, the panel unit root test findings suggest that the regulatory framework variable is not stationary at level. This non-stationarity implies that differencing was necessary before incorporating the variable into panel regression models to avoid issues of spurious relationships and invalid statistical inferences. For the differencing side, the overall panel results yielded a Fisher ADF Chi-square statistic of 105.495 with a corresponding p-value of 0.0001, which is statistically significant at the 1% level. In addition, the Choi Z-statistic was computed as -3.53686, also statistically significant with a p-value of 0.0002. These results jointly provide strong statistical evidence to reject the null hypothesis of a unit root. Consequently, the regulatory framework variable is stationary in its first difference, indicating that it is integrated of order one, that is, I (1).
For the stock market development, the ADF test results at the individual cross-sectional level reveal less than 0.05 p-values, indicating rejection of the null hypothesis of unit root and therefore suggesting stationarity in those specific units. The panel-level ADF Fisher test result remains statistically significant, highlighting that, on average, the time series across units demonstrate stationarity. While several individual cross-sections revealed unit root characteristics, the panel-level evidence is strong enough to conclude that the SMD series is stationary, satisfying the necessary condition for further panel data analysis such as cointegration or regression modeling. This stationarity indicates a mean-reverting behavior of the SMD variable over the observed period and enhances the reliability of subsequent econometric analysis. On the differencing side, the panel-level test result indicates a Fisher ADF Chi-square statistic of 96.4452 with a p-value of 0.0006. This p-value is statistically significant at the 1% level, providing strong evidence to reject the null hypothesis of a unit root. Therefore, it was concluded that the first-differenced SMD variable is stationary across the panel and hence is integrated of order one, that is, I (1). Particularly, the ADF Choi Z-statistic indicates the same result as the ADF Fisher test.
Table 7. Results from the Method of Estimation
	Variables
	Methods for Estimation

	
	Pooled OLS
	Fixed Effect
	Hausman Fixed Effect
	Random Effect

	
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value
	Coef.
	p-value

	RF
	3.9411
	0.0323
	-2.6813
	0.0303
	2.4412
	0.7488
	9.2313
	0.894

	SMD
	2.4412
	0.0488
	1.3211
	0.5502
	3.9411
	0.0323
	2.6711
	0.065

	C
	0.1826
	0.0000
	0.1465
	0.0000
	0.1826
	0.0000
	0.1909
	0.000



[bookmark: _Toc206689022]For Pooled OLS Regression Model, the regulatory framework (RF) variable shows a statistically significant and positive relationship with ROE (coefficient or β = 3.9411, p = 0.0323). This implies that a strong and supportive regulatory environment contributes significantly to firm performance. The positive impact stems from increased investor confidence, market transparency, and reduced transaction costs associated with effective regulatory structure. This result is consistent with the findings of Guedhami et al. (2022), who argue that sound legal and regulatory frameworks are critical determinants of firm-level financial outcomes, particularly in emerging markets. Similarly, studies by Demirgüç-Kunt and Levine (2018) highlight that well-structured financial regulations enhance market efficiency, reduce information asymmetries, and ultimately support firm performance. Therefore, the implication for Tanzania is clear: efforts to enhance regulatory institutions are likely to yield substantial benefits in terms of corporate profitability and investor returns. On the side of the stock market development (SMD), it has a small but statistically significant positive coefficient (β =2.4412, p = 0.0488), indicating that the development and superiority of the stock market positively influence the performance of firms listed on the exchange. Even though the effect size appears minimal, its statistical significance implies that policies geared toward improving liquidity, increasing market capitalization, and attracting more listings enhance firm performance. This result aligns with empirical findings by Ngong et al. (2022), who showed that stock market development positively affects long-term growth and firm profitability in emerging economies. Similarly, the study by Pastory (2022) emphasized that dynamic capital markets contribute to the mobilization of capital, investment diversification, and better corporate governance, which all support stronger financial performance. In the Tanzanian context, the implication is that continued reforms and modernization of the stock exchange infrastructure may further stimulate economic performance and attract foreign investment. 
For, Fixed Effects Panel Data Regression Results, SMD exhibits a negative coefficient (β = -2.6813) but remains statistically significant (p = 0.0303). This finding suggests that in the Tanzanian context, accelerated stock market development does not immediately translate into better firm performance. This negative relationship could be due to market inefficiencies, low investor participation, or weak integration between the stock market and real sector performance. Similar concerns were raised by Zhao et al. (2025), who noted that stock market liberalization without sufficient institutional support leads to volatility and speculative behavior that undermines firm-level outcomes. Moreover, this indicates that the development of the Tanzanian stock market is still in its formative stages and not yet robust enough to serve as a stable financing platform for listed firms compared with developed countries' stock markets. Moreover, the RF variable, although showing a positive coefficient (β = 1.3211), is statistically insignificant (p = 0.5502). This implies that, within the study period, regulatory quality and structure did not exert a statistically meaningful effect on the financial performance of listed firms. While the result deviates from the study of Li et al. (2024) which posit that sound regulatory environments foster firm growth and reflect challenges in the implementation of financial regulations in Tanzania. The result implies that regulatory institutions in Tanzania may require reforms to improve effectiveness and alignment with international best practices. 
For Hausman Fixed Effects Model Result, the stock market development (SMD) variable presents a positive but statistically insignificant relationship with ROE (β = 2.4412, p = 0.7488). Although theoretically, a more developed stock market should improve firm performance by easing access to capital, promoting liquidity, and enhancing investor confidence, the insignificance suggests that Tanzania’s stock market has not yet developed to the point where it substantively impacts firm-level financial performance. Bai et al. (2025) similarly noted that in emerging economies, underdeveloped capital markets often fail to serve as effective catalysts for firm growth due to illiquidity, low participation, and limited product diversity. This implies that while reforms toward market development are ongoing in Tanzania, their direct financial benefits to firms remain limited, and complementary structural changes are needed to make the stock market a more effective driver of profitability. The regulatory framework (RF) variable shows a positive and statistically significant coefficient (β = 3.9411, p = 0.0323), indicating that regulatory structure has a strong and favorable influence on firm performance. This result reinforces the view that efficient legal and institutional environments create certainty, lower transaction costs, and improve transparency, all of which are conducive to higher returns on equity. These findings resonate with those of Kizys et al. (2021), who found a positive link between strong investor protection laws and firm valuation. Similarly, Demirgüç-Kunt and Levine (2018) argue that regulatory efficiency is critical in enhancing market functionality and firm-level outcomes, particularly in developing economies.
[bookmark: _Toc206689025]For Random Effects Model Results, Stock market development (SMD) is positively signed (β = 9.2313) but statistically insignificant (p = 0.8943). This suggests that despite some positive association, Tanzania’s stock market development has not had a measurable impact on firm profitability during the period studied. Theoretically, a developed stock market should facilitate access to capital, improve liquidity, and enhance investor confidence, which in turn improves firm performance (Ngong et al., 2022). However, the insignificance found in this model aligns with Chitundu (2022), who emphasizes that the economic benefits of stock market development in emerging markets are conditional on institutional quality, investor participation, and market depth, all of which are still underdeveloped in Tanzania. The regulatory framework (RF) shows a positive coefficient (β = 2.6711) and is borderline statistically significant (p = 0.0654). Although not meeting the conventional 5% threshold, the result suggests that improved regulation is positively associated with higher ROE. This finding resounds with the works of Yi and Latiff (2024), who emphasize the role of strong institutional frameworks in enhancing market efficiency and firm performance. The intercept (C), with a positive and highly significant coefficient (β = 0.1909, p = 0.0003), indicates that in the absence of the explanatory variables, firms on average maintain a positive baseline level of ROE. This confirms the presence of intrinsic firm-level capabilities or structural advantages unrelated to the modeled variables that support profitability.
[bookmark: _Toc206689026]Table 8: Correlated Random Effects - Hausman Test Result
	
	
	
	
	

	
	
	
	
	

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

	
	
	
	
	

	
	
	
	
	

	Cross-section random
	2.406508
	        4
	0.0015

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Cross-section random effects test comparisons:

	
	
	
	
	

	Variable
	Fixed  
	Random 
	Var(Diff.) 
	Prob. 

	
	
	
	
	

	
	
	
	
	

	SMD
	-0.260000
	0.240000
	0.000000
	0.0224

	RF
	0.520000
	0.130000
	0.000000
	0.0141

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	
	
	
	
	

	
	
	
	
	

	C
	0.141965
	0.106981
	1.327011
	0.0000

	SMD
	-2.68E-13
	7.17E-12
	-0.037334
	0.0270

	RF
	1.32E-11
	2.20E-11
	0.599360
	0.0102

	
	
	
	
	

	
	
	
	
	


The coefficient for SMD (β = -2.68E-13) is negative and significant (p = 0.0270), suggesting an inverse relationship between stock market development and ROE. This result indicates that despite ongoing market development in Tanzania, firms are not yet efficiently leveraging market-based financing mechanisms for profitability growth. This aligns with the study by Kapingura and Alagidede (2021), which found that the benefits of stock market development in Sub-Saharan African countries are often delayed due to inefficiencies and limited investor confidence. For the regulatory framework (RF), the coefficient (β = 1.32E-11) is positively significant (p = 0.0102), indicating that effective regulatory systems are positively linked to improved firm performance. This result confirms the crucial role played by governance, legal frameworks, and enforcement mechanisms in building a robust investment climate that contributes to financial growth (Asongu et al., 2020). 

5. Conclusion
Study examined the determinants of stock market financial performance in Tanzania in a case of 28 listed firms’ panel data. The findings of the study reveal that both the regulatory framework (RF) and stock market development (SMD) have significant effects on the performance of firms in Tanzania. The results from the fixed effect model indicate that improvements in the regulatory framework have a negative but significant impact on firm performance, suggesting that excessive and rigid regulations hinder market efficiency. Conversely, stock market development demonstrates a positive and significant influence, implying that a well-developed stock market enhances firm performance by improving access to capital, investor confidence, and liquidity.
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