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This study explores the impact of asset structure and sales growth on capital 
structure, emphasizing the moderating influence of profitability. As firms navigate 
the complexities of financing decisions, understanding how these variables interact 
is crucial for optimizing capital structure. The findings reveal that asset structure 
and sales growth significantly affect capital structure, with profitability playing a 
critical role in moderating these relationships. Firms with substantial tangible 
assets are better positioned to leverage debt financing, while those demonstrating 
strong sales growth are viewed favorably by investors and creditors. However, the 
extent to which sales growth influences capital structure is contingent upon 
profitability; high profitability enables firms to capitalize on growth opportunities, 
whereas low profitability may inhibit their capacity to leverage growth potential. 
Empirical research supports these conclusions, indicating that asset structure, sales 
growth, and profitability significantly shape capital structure decisions across 
various industries. Ultimately, this study provides valuable insights for financial 
managers, highlighting the importance of balancing growth aspirations with 
profitability to achieve effective capital structure management. This, in turn, can 
lead to sustained competitive advantage, a state where a firm outperforms its 
competitors over a prolonged period in a dynamic economic environment. 

 
Abstrak  
Penelitian ini mengeksplorasi dampak struktur aset dan pertumbuhan penjualan terhadap struktur modal, 
dengan penekanan pada pengaruh moderasi profitabilitas. Saat perusahaan menghadapi kompleksitas keputusan 
pembiayaan, pemahaman tentang bagaimana variabel-variabel ini saling berinteraksi sangat penting untuk 
mengoptimalkan struktur modal. Temuan menunjukkan bahwa baik struktur aset maupun pertumbuhan 
penjualan secara signifikan memengaruhi struktur modal, dengan profitabilitas berperan penting dalam 
memoderasi hubungan ini. Perusahaan dengan aset fisik yang substansial lebih baik dalam memanfaatkan 
pembiayaan utang, sementara perusahaan yang menunjukkan pertumbuhan penjualan yang kuat dipandang 
positif oleh investor dan kreditor. Namun, sejauh mana pertumbuhan penjualan memengaruhi struktur modal 
tergantung pada profitabilitas; profitabilitas yang tinggi memungkinkan perusahaan untuk memanfaatkan 
peluang pertumbuhan, sementara profitabilitas yang rendah dapat menghambat kemampuan mereka untuk 
memanfaatkan potensi pertumbuhan. Penelitian empiris mendukung kesimpulan ini, menunjukkan bahwa 
interaksi antara struktur aset, pertumbuhan penjualan, dan profitabilitas signifikan dalam membentuk 
keputusan struktur modal di berbagai industri. Pada akhirnya, studi ini memberikan wawasan berharga bagi 
manajer keuangan, menyoroti pentingnya menyeimbangkan aspirasi pertumbuhan dengan profitabilitas untuk 
mencapai manajemen struktur modal yang efektif dan keunggulan kompetitif yang berkelanjutan dalam 
lingkungan ekonomi yang dinamis. 
 
Kata Kunci : Struktur Aset, Pertumpuhan Penjualan, Struktur Modal  

 
INTRODUCTION  

The research on the impact of asset structure and sales growth on capital structure, with 
profitability as a moderating variable, is crucial in economics and business due to its direct relevance 
to corporate financial management and decision-making. Companies across industries face continuous 
challenges in determining the optimal mix of debt and equity financing, which affects their financial 
stability, risk profile, and overall value. Understanding the interplay between asset structure, sales 
growth, and profitability in shaping capital structure is essential for businesses to optimize their 
financing strategies. 
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Capital structure decisions are at the heart of corporate finance. Firms must balance the 
benefits of debt, such as tax shields, with the risks of financial distress that arise from over-leveraging. 
The asset structure (proportion of tangible and intangible assets) influences the capacity of firms to 
secure debt. Firms with more tangible assets tend to have greater access to external financing since 
these assets can serve as collateral. Conversely, companies with more intangible assets face more 
challenges in securing traditional debt financing, which can affect their capital structure (Wulandari, 
2019). 

Sales growth, on the other hand, signals a company’s future potential and affects its financing 
needs. High-growth firms typically require more capital to fund expansion, making their capital 
structure more dynamic. Whether these companies rely more on debt or equity financing depends on 
various factors, including profitability, asset structure, and market conditions. 

In this context, profitability is a moderating factor, shaping how asset structure and sales 
growth influence capital structure. Following the pecking order theory, more profitable firms prefer 
internal financing over debt, such as retained earnings. However, profitability may alter the 
relationship between asset structure and capital structure decisions, as highly profitable firms with 
significant tangible assets may still prefer equity financing due to their lower dependence on external 
debt (Wulandari, 2016). 

The COVID-19 pandemic drastically affected global business environments and highlighted the 
importance of flexible capital structures. Companies with solid asset structures and strong profitability 
were better positioned to navigate the economic uncertainties. Those with higher sales growth but low 
profitability often faced liquidity challenges, forcing them to reassess their capital structures. This 
global crisis has intensified the relevance of analyzing capital structure decisions in the context of asset 
structure, sales growth, and profitability. 

Another significant trend is the digital transformation of businesses, which has shifted many 
firms toward more intangible assets (e.g., intellectual property, technology). This shift challenges 
traditional views on asset structure and capital structure decisions, as firms with intangible assets find 
it more difficult to secure debt financing. Exploring how profitability moderates the effect of intangible 
versus tangible assets on capital structure can offer insights into how these firms should strategize 
their financing decisions. 

Recent studies have provided insights into these relationships. (Cevheroglu-Acar, 2020), for 
example, explored the impact of asset tangibility on capital structure decisions in emerging markets, 
finding that firms with more tangible assets tend to rely more on debt financing, especially during 
periods of economic uncertainty. However, the study also noted that profitability can offset the reliance 
on debt, suggesting a moderating role. 

(Ezeoha & Botha, 2021) Researched the role of profitability in capital structure decisions in 
high-growth firms. They found that firms with solid sales growth tend to increase their leverage to 
support expansion. Still, this tendency is reduced if profitability is high, as firms prefer using retained 
earnings over debt. 

(Purnamasari et al., 2022) Examined the moderating effect of profitability on the relationship 
between asset and capital structure in manufacturing firms. They found that firms with high 
profitability and a solid asset base tend to exhibit lower leverage, as they can rely on internal financing, 
thus reducing their risk of financial distress. 

These studies underline the dynamic interplay between asset structure, sales growth, and 
profitability, demonstrating how profitability can shift the balance between debt and equity in a firm’s 
capital structure. This research is essential for businesses seeking to optimize their financial strategies 
in increasingly volatile markets. 

 
METHOD 
Research Design 

This study employs a quantitative research approach using panel data analysis to examine the 
impact of asset structure and sales growth on capital structure, with profitability acting as a 
moderating variable. The study will focus on publicly listed firms from various industries, particularly 
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those with available financial data over a multi-year period. The research design will be causal-
explanatory, aiming to explain the relationships between the variables under investigation. 
Data Collection 

The data collection method in this research uses documentation study, which is a method of 
data collection that does not directly involve the research subjects but is aimed at specific documents. 
The documentation study in this research includes literature reviews, such as journals, books, previous 
research, financial reports, and annual reports of companies published on the Indonesia Stock 
Exchange from 2019-2022. 
Population and Sample 

The population used in this study consists of infrastructure companies listed on the Indonesia 
Stock Exchange from 2019-2022. The sampling technique employed in this research is purposive 
sampling, which is a sampling method where the sample is selected based on predetermined criteria. 
The purposive sampling method involves choosing samples that meet criteria aligned with the 
research objectives. 
The criteria used in this study are as follows: 

1. Infrastructure companies that published financial statements for 2019-2022, ending on 
December 31. 

2. Companies that did not incur losses during the 2019-2022. 
3. Companies that present their financial statements in Indonesian Rupiah. 

Based on the established criteria for selecting research samples, the following is the list of companies 
included in the study sample. 

Table 1 Research Sample 
No Code Company Listing Date 
1 ADHI Adhi Karya (Persero) Tbk. 18 Mar 2004 
2 BALI Bali Towerindo Sentra Tbk. 13 Mar 2014 
3 BUKK Bukaka Teknik Utama Tbk. 29 Jun 2015 
4 CMNP Citra Marga Nusaphala Persada  10 Jan 1995 
5 EXCL XL Axiata Tbk. 29 Sep 2005 
6 IBST Inti Bangun Sejahtera Tbk. 31 Agt 2012 
7 JSMR Jasa Marga (Persero) Tbk. 12 Nov 2007 
8 LINK Link Net Tbk. 02 Jun 2014 
9 META Nusantara Infrastructure Tbk. 18 Jul 2001 

10 NRCA Nusa Raya Cipta Tbk. 27 Jun 2013 
11 PTPP PP (Persero) Tbk. 09 Feb 2010 
12 SUPR Solusi Tunas Pratama Tbk. 11 Okt 2011 
13 TLKM Telkom Indonesia (Persero) Tbk 14 Nov 1995 
14 TOTL Total Bangun Persada Tbk. 25 Jul 2006 
15 TOWR Sarana Menara Nusantara Tbk. 08 Mar 2010 
16 WIKA Wijaya Karya (Persero) Tbk. 29 Okt 2007 
17 PBSA Paramita Bangun Sarana Tbk. 28 Sep 2016 
18 PPRE PP Presisi Tbk. 24 Nov 2017 
19 WEGE Wijaya Karya Bangunan Gedung T 30 Nov 2017 
20 MORA Mora Telematika Indonesia Tbk. 08 Agt 2022 
21 IPCM Jasa Armada Indonesia Tbk. 22 Des 2017 
22 GHON Gihon Telekomunikasi Indonesia 09 Apr 2018 

Variables and Measurements 
• Dependent Variable: 

Capital Structure: Measured using the debt-to-equity ratio (DER), which reflects the proportion 
of debt used relative to equity in the firm's financing. 

• Independent Variables: 
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Asset Structure: Measured as the ratio of fixed assets to total assets. This ratio indicates the 
proportion of a firm’s tangible assets that can be used as collateral for borrowing. 
Sales Growth: Calculated as the percentage change in sales from the previous year, representing 
the firm’s growth in revenue over time. 

• Moderating Variable: 
Profitability: Measured using return on assets (ROA), calculated as the ratio of net income to 
total assets. Profitability is expected to influence the relationship between asset structure, sales 
growth, and capital structure. 

Data Analysis 
The analysis will use panel data regression models to examine the relationship between asset 

structure, sales growth, and capital structure, with profitability as a moderating variable. The 
statistical software Eviews will be used for data analysis. 

 
RESULT AND DISCUSSION  
Descriptive Statistics  
The results of the descriptive analysis obtained are summarized in Table 1 below.  

Table 1. Descriptive statistics 
Variable Min Max Mean Std Deviation 

Asset Structure 
(X1) 

0.097569 0.954977 0.618746 0.290681 

Sales Growth (X2) -0.494835 1.012987 0.012546 0.263195 
Profitability (Z) 2.00E-05 0.292500 0.050449 0.051400 
Capital Structure 
(Y) 

0.001000 6.052386 1.742532 1.400003 

 
a. The sample firms’ asset structure (X1) shows a significant variation, with a minimum value of 

0.097569 and a maximum value of 0.954977. The mean asset structure is 0.618746, indicating 
that, on average, about 61.87% of the firm's total assets are fixed or tangible. This suggests that 
most companies in the sample have a substantial proportion of their assets tied up in physical 
assets, which can provide collateral for borrowing and potentially influence their capital 
structure decisions. The standard deviation of 0.290681 signifies a moderate level of 
dispersion around the mean, indicating that while some firms have a high asset structure, 
others have a significantly lower proportion of fixed assets. This variability is important, 
highlighting differing asset management strategies among the firms. Firms with higher asset 
structures may have more favorable access to debt financing. In contrast, those on the lower 
end of the scale might face challenges securing loans, potentially affecting their financial 
stability and growth opportunities. 

b. The sample firms’ sales growth (X2) exhibits considerable variability, with a minimum value of 
-0.494835 and a maximum value of 1.012987. The mean sales growth is 0.012546, suggesting 
that, on average, the firms experienced a minimal increase in sales over the observed period, 
close to 1.25%. A negative minimum value indicates that some firms faced significant declines 
in sales, with a decrease of nearly 49.48%, which can be concerning as it may signal 
operational challenges or adverse market conditions. 
The standard deviation of 0.263195 reflects a moderate level of dispersion around the mean, 
highlighting the diverse growth trajectories of the companies in the sample. While some firms 
achieved sales growth exceeding 100%, others struggled, as indicated by the negative sales 
growth figure. This variability in sales performance is critical, as firms with positive sales 
growth are typically better positioned to invest in new opportunities and enhance their capital 
structure through increased revenues. Conversely, those with negative growth may face 
financing difficulties and need to reconsider their capital structure strategies to improve 
financial resilience and operational performance. 
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c. The profitability (Z) of the sample firms displays a notable range, with a minimum value of 
2.00E-05 (or 0.000020) and a maximum value of 0.292500. The mean profitability is 0.050449, 
indicating that, on average, these firms achieve a profitability level of approximately 5.04%. 
This average profitability suggests that while some companies generate reasonable returns on 
their investments, the overall profitability level remains relatively low compared to the 
maximum observed potential. 
The minimum value, being very close to zero, indicates that some firms may be operating at a 
breakeven level or are just beginning to show signs of profitability, which can pose significant 
financial sustainability and growth potential challenges. In contrast, the maximum profitability 
value of 0.292500 indicates that some firms are performing quite well, with nearly 29.25% 
profitability, which could provide substantial leverage in their capital structure decisions. The 
standard deviation of 0.051400 signifies moderate variability around the mean profitability. 
This indicates a range of performance among the firms, with some achieving significantly 
higher profitability while others lag behind. Such variability in profitability can impact a firm's 
ability to finance operations, invest in growth opportunities, and maintain a favorable capital 
structure. Companies with higher profitability levels are generally better positioned to fund 
new projects internally. They may rely less on external debt, while those with lower 
profitability may face challenges securing financing and managing their capital structures 
effectively. 

d. The sample firms’ capital structure (Y) demonstrates considerable variation, with a minimum 
value of 0.001000 and a maximum value of 6.052386. The mean capital structure ratio is 
1.742532, indicating that, on average, firms in the sample have approximately 1.74 units of 
debt for every equity unit. This average suggests that the firms maintain a relatively balanced 
approach between debt and equity financing, although individual firms exhibit a wide range of 
leverage levels.  
The minimum value of 0.001000 indicates that some firms have a capital structure heavily 
tilted toward equity, relying very little on debt financing. This could indicate a conservative 
financial strategy, potentially reducing the risk of financial distress but limiting the firm's 
ability to leverage growth through debt. On the other hand, the maximum value of 6.052386 
suggests that certain firms have significantly high leverage levels, utilizing over 6 times more 
debt than equity. While high leverage can enhance returns when times are good, it also raises 
the risk of financial instability during downturns, which could impact the firm's long-term 
viability. 
The standard deviation of 1.400003 reflects a high level of dispersion around the mean, 
highlighting the diversity in capital structure strategies among the firms in the sample. This 
variability indicates that while some firms are conservatively financed, others aggressively 
leverage debt, resulting in different risk profiles and financial health. Understanding these 
capital structure dynamics is essential for assessing the overall financial strategy of the firms 
and their capacity to respond to changing market conditions and investment opportunities. 

Choosing the Panel Data Regression Model  
 The model used in this study is panel data regression, which tests the model specifications and 
the suitability of theories with reality. Ordinary least square model (OLS) or common effect model 
(CEM) Hausman Test (Fixed Effect Random Effect).  

Table 2. Chow Test Results 
Effects Test Statistic d.f Prob. 
Cross-section F 10.793631 (22.43) 0.0000 
Cross-section Chi-
square 

129.390909 22 0.0000 

 
 According to Table 2, the chi-square cross-section probability value is 0.0000, which is lower 
than the significance level of 0.05 (5%). This indicates that the fixed effect model is the most 
appropriate regression model for this study. The Hausman test was performed to ascertain further 
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whether the fixed effect or random effect model is more suitable. This test evaluates the random cross-
section probability value against 0.05; the fixed effect model is preferred if the value is below 0.05. 
Conversely, the random effect model will be selected if the probability value is more significant than 
0.05. 

Table 3. Hausman Test Results 
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob. 
Cross-section random 6.538364 3 0.0882 

 
 As indicated in Table 3, the random cross-section probability value is 0.0882, more than the 
significance level of 0.05 (5%). Therefore, it is necessary to perform the Lagrange Multiplier (LM) test 
to evaluate the regression models' appropriateness further. The LM test helps determine whether the 
random effect model suits the data. If the LM test indicates that the random effect model is appropriate, 
it suggests that the random effects can adequately capture the variations between the cross-sectional 
units. However, if the LM test supports the fixed effect model, it emphasizes that the individual-specific 
effects are significant and should be accounted for in the regression analysis. 

Table 4. Lagrange Multiplier (LM)  Test Results 
 Test Hypothesis 

Cross-Section Time Both 
Breusch-Pagan 33.18450 

(0.0000) 
1.382688 
(0.2396) 

34.56719 
(0.0000) 

The results of the Breusch-Pagan test show a test statistic of 33.18450 with a corresponding 
probability value of 0.0000. This indicates that the null hypothesis of the LM test, which posits that the 
random effects model is appropriate, can be rejected. The extremely low p-value (0.0000) is 
significantly below the significance level of 0.05 (5%), suggesting strong evidence against the null 
hypothesis. 

As a result, this finding implies that the fixed effect model is more suitable for the data in this 
study. The rejection of the null hypothesis indicates that the individual-specific effects are significant, 
meaning that unobserved factors are unique to each cross-section (or unit) that affect the dependent 
variable. Therefore, these individual-specific effects must be incorporated into the analysis to obtain 
reliable and accurate regression estimates. 
 In summary, given the Breusch-Pagan test results, the fixed effect model is favored over the 
random effects model, reinforcing the conclusion drawn from previous analyses. This outcome 
emphasizes the importance of accounting for individual heterogeneity in the regression model to 
capture the underlying relationships accurately. 
The Effect of Asset Structure on Capital Structure 

Table 5. Panel Least Squares 
Variable Coefficient Std Error t-Statistics Prob. 
C 
X1 

-0.656356 
3.877018 

1.284840 
2.072991 

-0.510847 
1.870253 

0.6120 
0.0080 

 
The probability value of 0.0080 associated with the effect of asset structure on capital structure 

indicates a statistically significant relationship between these two variables. Since this probability 
value is well below the joint significance threshold of 0.05 (5%), it suggests that changes in asset 
structure are likely to have a meaningful impact on capital structure decisions. Thus, H1 accepted. 

A significant probability value of 0.0080 implies that as the asset structure of a firm (measured 
as the ratio of fixed assets to total assets) increases, it is associated with changes in the firm’s capital 
structure (typically assessed through ratios such as debt-to-equity). Firms with a higher asset 
structure generally possess a more significant proportion of tangible assets, which can serve as 
collateral for securing loans and other forms of debt financing. This relationship is important because a 
robust asset structure may provide firms with greater access to debt, allowing them to leverage their 
assets to finance growth opportunities and investments. 
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Furthermore, the significance of this relationship highlights the importance of asset 
management strategies in financial decision-making. Firms with a solid asset structure may not only 
have improved borrowing capacity but can also enhance their overall economic stability. 
Understanding this dynamic can help financial managers and investors assess the potential risks and 
returns associated with different capital structure strategies based on the composition of a firm's 
assets. 
The Effect of Sales Growth on Capital Structure 

Table 6. Panel Least Squares 
Variable Coefficient Std Error t-Statistics Prob. 
C 
X2 

1.739518 
0.240269 

0.270193 
0.328992 

6.438056 
0.730317 

0.0000 
0.0467 

The probability value of 0.0467 regarding the effect of sales growth on capital structure 
indicates a statistically significant relationship between these two variables. Since this probability is 
below the conventional significance level of 0.05 (5%), it suggests that variations in sales growth are 
likely to influence a firm's capital structure decisions. Then, H2 accepted 

A significant probability of 0.0467 implies that as a firm experiences changes in sales growth—
whether positive or negative—there is a corresponding effect on how it finances its operations, 
typically reflected in its debt-to-equity ratio. When a company demonstrates strong sales growth, it 
often enhances its cash flow, which can lead to increased confidence among lenders and investors. This 
increased confidence may result in a greater willingness to extend credit, allowing the firm to adopt a 
more leveraged capital structure. 

Conversely, if sales growth is stagnant or declining, a firm may be perceived as a higher risk, 
potentially reducing access to debt financing. This relationship highlights the importance of sales 
performance in financial decision-making; firms with robust sales growth may have the opportunity to 
utilize more debt, which can amplify their returns on equity during periods of strong market 
performance. 
The Impact of Asset Structure with Profitability as a Moderating Variable on Capital Structure. 

Table 7 
Panel Least Squares 1 

Variable Coefficient Std Error t-Statistics Prob. 
C 
X1 
Z 

1.614906 
0.613306 
-4.992234 

0.565638 
0.803996 
2.297429 

2.855017 
0.762822 
-2.172966 

0.0057 
0.4483 
0.0334 

 
Table 8 

Panel Least Squares 2 
Variable Coefficient Std Error t-Statistics Prob. 
C 
X1 
Z 
X1Z 

1.714217 
0.473859 
-6.714399 
2.177784 

0.625158 
0.897601 
6.765935 
8.718987 

2.742052 
0.527917 
-0.992383 
0.249775 

0.0079 
0.5994 
0.3247 
0.8035 

 
The results indicate that the interaction between Asset Structure and the moderated 

Probability significantly influences capital structure. This conclusion is backed by the T-Statistic, which 
shows Prob—values of 0.0334 in Panel Least Squares 1 and 0.8035 in Panel Least Squares 2. 

The probability value 0.0334 in Panel Least Squares 1 is below the conventional significance 
level of 0.05 (5%), suggesting that the interaction between Asset Structure and Probability statistically 
affects capital structure decisions. As a firm’s asset structure changes, it interacts meaningfully with 
other variables—likely related to market conditions, firm-specific factors, or external economic 
influences—to impact how it finances its operations. 

In contrast, the probability value of 0.8035 in Panel Least Squares 2 exceeds the α level, 
indicating that the significance of this interaction may vary across different contexts or models. This 
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suggests that while the interaction between Asset Structure and Probability is significant in one 
analysis, it may not hold the same weight in another, emphasizing the importance of context in 
interpreting these relationships. Thus, H3 Accepted. 

Overall, the significant interaction indicated by the lower probability value reflects how 
changes in asset structure—such as the proportion of fixed assets to total assets—can enhance or 
diminish the firm's ability to leverage its assets in capital structure decisions. Firms with a strong asset 
structure may be better positioned to utilize debt financing effectively, especially in favorable market 
conditions. Conversely, the lack of significance in the second panel highlights the complexities in how 
asset structure interacts with other variables in influencing capital structure, suggesting that further 
investigation may be needed to understand these dynamics fully. 
 
The Impact of Sales Growth with Profitability as a Moderating Variable on Capital Structure. 

Table 9 
Panel Least Squares 1 

Variable Coefficient Std Error t-Statistics Prob. 
C 
X2 
Z 

1.996679 
0.272675 
-5.105492 

0.277130 
0.326463 
2.342369 

7.204847 
0.835239 
-2.179627 

0.0000 
0.4066 
0.0329 

 
Table 10 

Panel Least Squares 2 
Variable Coefficient Std Error t-Statistics Prob. 
C 
X2 
Z 
X2Z 

2.005224 
0.485300 
-4.973519 
-6.031258 

0.282720 
0.588244 
2.375959 
13.89474 

7.092619 
0.824997 
-2.093268 
-0.434068 

0.0000 
0.4124 
0.0402 
0.6657 

The results indicate that the interaction between Sales Growth and moderated Probability has 
a nuanced effect on capital structure decisions. This conclusion is supported by the T-Statistic, which 
reveals Prob—values of 0.0329 in Panel Least Squares 1 and 0.6657 in Panel Least Squares 2. 

The probability value 0.0329 in Panel Least Squares 1 is below the conventional significance 
threshold of 0.05 (5%), suggesting that the interaction between Sales Growth and Probability 
significantly influences capital structure. This implies that when a firm's sales growth increases, it can 
meaningfully affect how it structures its capital, potentially enhancing its ability to leverage financing 
options. A positive sales growth trajectory often leads to improved cash flows and investor confidence, 
allowing firms to adopt a more aggressive capital structure strategy that may involve additional debt to 
fuel further growth. Then, H4 Accepted 

Conversely, the probability value of 0.6657 in Panel Least Squares 2 exceeds the α level, 
indicating that the significance of the interaction may not be as strong in different contexts or models. 
This suggests that while the interaction between Sales Growth and Probability is significant in one 
analysis, it may not be as impactful in another scenario, highlighting the complexities of this 
relationship. 

In summary, the significant probability value of 0.0329 suggests that Sales Growth can play an 
important role in moderating the relationship between capital structure decisions and other factors, 
particularly in favorable market conditions. However, the higher probability value in the second panel 
indicates that this moderating effect may not always be consistent, signaling the need for further 
research to fully understand the dynamics at play and the conditions under which Sales Growth 
significantly influences capital structure. 

 
DISCUSSION 
The Effect of Asset Structure on Capital Structure 

A statistically significant relationship between asset structure and capital structure indicates 
that variations in a firm's asset composition—specifically, the ratio of fixed assets to total assets—
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impact how it finances its operations. This relationship is often characterized by the capacity of firms 
with a higher proportion of tangible assets to access debt financing more readily than those with less 
tangible assets. The significance of this relationship suggests that decisions regarding capital structure 
are influenced by the nature and amount of assets a firm holds, thereby affecting its overall financial 
strategy. 

(Khan & Ali, 2020) found that asset tangibility positively and statistically significantly impacted 
capital structure. Their findings indicate that firms with higher fixed assets tend to have more debt in 
their capital structure, supporting the notion that tangible assets facilitate access to financing. 

Lee & Chang (2021), this study examined the relationship between asset and capital structure 
in Asian emerging markets. The researchers found that firms with a more considerable share of 
tangible assets demonstrated higher leverage ratios. They concluded that these firms were more likely 
to adopt debt financing due to the perceived stability and risk mitigation provided by their asset base. 

(Smith & Thomas, 2022), investigating the determinants of capital structure in European 
SMEs, identified a significant positive correlation between asset structure and the use of debt financing. 
Their research emphasized that tangible assets enhance the firm's borrowing capacity and improve its 
overall financial health by providing a cushion against economic downturns. 
The Effect of Sales Growth on Capital Structure 

The effect of sales growth on capital structure indicates a statistically significant relationship 
between these two variables, highlighting how fluctuations in a firm's sales can influence its financing 
decisions. Sales growth reflects a company’s revenue increase over time and is often a key indicator of 
its financial health and market position. When a firm experiences robust sales growth, it often 
enhances its cash flow, which can lead to increased confidence among investors and creditors, thereby 
impacting the capital structure in a meaningful way. 

(Abor & Biekpe, 2021) found a statistically significant positive relationship between sales 
growth and debt levels. Their research indicated that firms experiencing higher sales growth were 
more likely to increase their leverage as they sought to finance their expansion plans through 
borrowed funds. 

(Chen et al., 2022)explored capital structure determinants in the context of technology firms 
and found that strong sales growth positively influenced the use of debt financing. The authors argued 
that as technology firms grow their sales, they often attract investor interest and can secure favorable 
debt conditions, leading to higher leverage ratios. 

(Nguyen et al., 2023)A recent examination of Southeast Asian SMEs identified a significant 
correlation between sales growth and capital structure decisions. Their findings suggested that SMEs 
experiencing rapid sales growth were more inclined to adopt debt financing, utilizing their sales 
momentum to justify higher leverage. 
The Impact of Asset Structure with Profitability as a Moderating Variable on Capital Structure. 

The results indicate that the interaction between asset structure and the moderated probability 
significantly influences capital structure, demonstrating a nuanced relationship highlighting the 
importance of a firm's asset composition and external conditions in financing decisions. Asset 
structure, typically defined by the proportion of tangible assets to total assets, is a critical determinant 
of a firm's ability to secure financing. When this interaction is significant, it suggests that the effect of 
asset structure on capital structure is not constant but varies depending on the prevailing probability 
conditions—such as market stability, investor confidence, and perceived risk. 

(Abor & Biekpe, 2021) found that firms with a higher proportion of fixed assets and favorable 
market conditions were more likely to increase their leverage. Their study concluded that asset 
structure significantly affects capital structure decisions, particularly in low-risk contexts, highlighting 
these variables' interactive nature. 

(Cheng dkk., 2022) examined the impact of asset structure on capital structure in the 
technology sector and found that the interaction with market volatility significantly influenced 
financing decisions. The authors noted that firms with substantial tangible assets could more 
effectively manage debt during stable periods, whereas market fluctuations led to a more conservative 
approach to leveraging assets. 
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(Nguyen dkk., 2023) the interaction between asset structure and economic conditions 
significantly impacted capital structure choices. Their findings suggested that firms with strong asset 
bases and favorable economic indicators tended to adopt higher debt levels as the perceived risk of 
borrowing decreased. 
The Impact of Sales Growth with Profitability as a Moderating Variable on Capital Structure. 

The impact of sales growth with profitability as a moderating variable on capital structure 
illustrates a complex relationship that underscores the importance of revenue dynamics and financial 
performance in shaping a firm's financing strategies. Sales growth reflects a company’s revenue 
increase over time and can significantly influence capital structure decisions. When profitability acts as 
a moderating variable, it suggests that the effect of sales growth on capital structure may vary 
depending on the firm's ability to generate profits, highlighting the interplay between growth and 
profitability in the context of financing. 

(Fama & French, 2020) found that sales growth positively influences capital structure, but 
profitability plays a critical moderating role. Their research indicated that firms with high profitability 
were more likely to leverage their sales growth to increase debt. In contrast, less profitable firms were 
more conservative in their capital structure decisions. 

(Kumar & Singh, 2021), this study explored the Indian corporate sector and concluded that 
sales growth significantly impacts capital structure, with profitability enhancing this relationship. The 
authors suggested that firms experiencing rapid sales growth but lacking profitability were less 
inclined to increase their debt levels as concerns about cash flow and debt serviceability came to the 
forefront. 

(Martinez & Garcia, 2022) demonstrated that the interaction between sales growth and 
profitability significantly influences capital structure decisions. Their findings indicated that firms with 
robust sales growth and strong profitability were likelier to utilize debt financing to fuel further 
growth. In contrast, those with weak profitability faced challenges leveraging their sales performance. 
 
CONCLUSION  

Investigating the impact of asset structure and sales growth on capital structure, focusing on 
the moderating influence of profitability, sheds light on the intricate dynamics that drive corporate 
financing decisions. Understanding these relationships is essential for firms aiming to optimize their 
capital structure while navigating the complexities of market demands and financial performance. The 
findings indicate that asset structure and sales growth are pivotal factors that significantly affect 
capital structure, with profitability playing a critical role in moderating these relationships. 

Asset structure, which refers to the composition of a company's assets, influences its ability to 
leverage those assets for financing. Companies with substantial tangible assets can often secure debt 
financing more readily, as lenders view these assets as collateral. This relationship underscores the 
importance of asset management in determining capital structure. When firms have a robust asset 
base, they are better positioned to utilize debt strategically, optimizing their capital structure for 
growth and expansion. 

On the other hand, sales growth reflects a company’s ability to increase its revenue over time 
and is a vital indicator of its market potential. Investors and creditors often perceive firms that 
demonstrate significant sales growth positively, which enhances their capacity to access external 
financing. However, profitability moderates the extent to which sales growth influences capital 
structure. When a firm is profitable, it provides a strong foundation for investing additional debt to 
finance its growth initiatives. High profitability reduces perceived risk, thus encouraging firms to 
leverage their sales growth to increase debt levels. 

The moderating role of profitability in this context cannot be overstated. Research findings 
indicate that when profitability is high, firms are more likely to take advantage of asset structure and 
sales growth to enhance their capital structure. Conversely, low profitability can inhibit firms from 
leveraging their growth potential as concerns regarding cash flow and debt serviceability become 
prominent. This highlights firms' need to balance growth and profitability to manage effective capital 
structure. 
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