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Submission date 4 February 2026  Research aim : The aim of this study is to examine how the money a
company has and how fast it is selling its products affect the financial

Revised date 3 March 2026 performance of manufacturing firms that are listed on the Indonesia
Stock Exchange.

Design/Methode/Approach : This study employs a quantitative
methodology, using multiple linear regression analysis as its primary
analytical technique. The study relies on secondary data sources,
specifically derived from corporate financial statements and published
annual reports. The study incorporates the debt to equity ratio to
represent the capital structure, utilizes sales growth as an indicator of
the expansion in sales, and employs return on assets a stand in for
evaluating financial results.

Research Finding : The empirical result indicate that capital structure
does not exert a statistically significant ifluence on financial
performance. In contrast, sales growth demonstrates a positive and
significant effect. These outocomes imply that an increase in sales
enhances the firm’s capacity to generate higher levels of profitability.
Theoretical contribution/Originality : This study makes a theoretical
contribution by reinforcing the role of sales growth in financial
performance.

Practitionel/Policy implication : In practical terms, the findings of this
study can serve as a basis for management and investors in their
decision-making.

Research limitation : A limitation of the present study is its reliance on
a restricted set of variables; accordingly, subsequent research is
encouraged to incorporate a broader range of variables to enhance the
comprehensiveness of analysis.

Keywords : Capital Structure, Sales Growth, Financial Performance,
Manufacturing Companies.

Accepted date 10 April 2026

1. Introduction

A company’s financial performance is a key indicator in assessing its success in
managing its resources. In the context of manufacturing companies, financial performance
becomes increasingly crucial because this sector involves high operational complexity and
relies heavily on effective asset management and financing. However, in practice, not all
companies are able to maintain optimal financial performance. Fluctuations in financial
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performance are often influenced by various internal factors, such as capital structure and sales
growth. This situation underscores the importance of research to examine the factors affecting
financial performance, particularly in manufacturing firms listed on the IDX’s.

Previous research indicates that the effects of capital structure and sales growth on
financial performance remain inconsistent [ 13]. Capital structure, proxied by the Debt to Equity
Ratio, can affect profitability; however, excessive debt use risks lowering Return on Assets [4].
The relationship between DER and ROA also varies depending on firm characteristics and
economic conditions [6]. Meanwhile, sales growth generally improves financial performance,
but does not always have a positive impact due to potential cost inefficiencies[4]. This
inconsistency indicates a research gap, particularly because previous studies have not fully
reflected the current economic conditions of 2024[13].

Discrepancies in previous research findings indicate the existence of a research gap that
requires further examination, particularly in Indonesia’s manufacturing sector. Furthermore,
some earlier studies were limited to the use of specific variables or different research periods,
resulting in findings that are not entirely consistent. This study aims to address this gap by re-
examining the effects of capital structure and sales growth on financial performance using the
latest data and focusing on manufacturing firms with complex operational characteristics.

This research is characterized by its distinctive combination of variables and its
concentration on manufacturing firms listed on the IDX’s. It applies ROA as an indicator of
financial performance, reflecting the efficiency with which a firm utilizes its assets. Therefore,
the study seeks to provide a comprehensive analysis of the factors that influence corporate
financial outcomes.

1.1. Statement of Problem

In 2024, the financial performance of manufacturing firms listed on the IDX is influenced
by various internal factors, most notably the capital structure proxied by the DER and the rate
of sales expansion, as reflected in the Sales Growth metric. Although these two variables are
important, previous studies have shown inconsistent results regarding their impact on financial
performance, as proxied by ROA, thus creating an empirical gap. Post-pandemic economic
conditions add to the complexity of this relationship, making a comprehensive understanding
crucial for company management and investors. Building upon this phenomenon, the present
research aims to investigate the extent to which capital structure and sales growth exert a
significant contribution on the financial performance of manufacturing firms listed on the
IDX’s in 2024.

1.2. Research Objectives
This research is implemented to examine the contribution of capital structure and sales
growth on corporate financial performance. In particular, it is intended to:
1. To analyze the impact of capital structure on the financial performance of
manufacturing companies listed on the Indonesia Stock Exchange.
2. To analyze the impact of sales growth on the financial performance of manufacturing
companies listed on the Indonesia Stock Exchange.
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2. Method

A quantitative methodological framework is adopted in this research to examine the
influence of capital structure and sales growth on the financial performance of manufacturing
firms listed on the IDX’s in 2024.This study is a verifiable explanatory research study designed
to test hypotheses regarding the relationships among variables. This research applies a multiple
linear regression approach as an analytical tool to assess how the two independent variables
are associated with financial performance, particularly in terms of the direction and strength of
their effects, thereby providing an objective and systematic overview of the effectiveness of
capital and sales management in enhancing corporate performance.

Capital structure (X1), proxied by DER , reflects the relative composition of debt and
shareholders’ equity employed by a firm to support its operational activities and investment
decisions [2][17]. In line with the Pecking Order Theory, firms with higher profitability
generally prioritize internal sources of funding and limit their reliance on debt in order to
mitigate financial risk and reduce interest-related costs [4][12]. Empirical findings demonstrate
that the DER exerts a statistically significant negative influence on ROA [14][10].
Accordingly, H1: posits that capital structure is negatively and significantly associated with
the financial performance of manufacturing firms listed on the IDX’s in 2024.

Sales growth (X2) represents the company's sales change from the previous period to the
current period and indicates the company's ability to increase revenue through its operations.
Increased sales reflect the success of marketing strategies, market expansion, and operational
efficiency, which in turn strengthen profitability and financial performance [2]. Empirical
evidence in the literature indicates that increases in sales growth are associated with
improvements in ROA [7]. Accordingly, H2: proposes that sales growth exerts a positive and
statistically significant impact on the financial performance of manufacturing firms listed on
the IDX’s in 2024.

Financial performance (Y) indicates a company’s performance in deploying its assets to
produce optimal profits and support operational stability. ROA is employed as the primary
indicator, defined as the ratio of net income after tax to total assets, which reflects a firm’s
effectiveness in deploying its asset base to generate earnings. Within the framework of this
study, variations in financial performance, as proxied by ROA, are examined in relation to the
firm’s capital structure and the rate of sales growth. Derived from theoretical framework and
the relationships between variables described above, the conceptual framework of the current
study can be illustrated as follows:

Capital Structure
X1)

Sales Growth 4

*x2)

Financial
Performance (Y)

Picture 1 Conceptual Framework
Source: Processed data (2025)

797



Kilisuci International Conference on Economic & Business

( l: Vol. 4 Year 2026

KILISUCI INTERNATIONAL CONFERENCE

The study population of this research comprises all manufacturing firms listed on the IDX’s
in 2024 that have completely disclosed their annual financial statements for the corresponding
reporting period. Based on official data from the IDX’s, target population for this study consists
of companies that submitted financial reports containing complete data on total debt, total
equity, total assets, net income, and sales. Out of 333 manufacturing companies, the target
population consisted of 65 companies that were able to meet the criteria.

The present study is based on secondary data sourced from the published financial
statements of manufacturing enterprises listed on the IDX’s, specifically covering the 2024
fiscal reporting period [16]. Secondary data refer to information that is not collected directly
by the researcher but is instead acquired through existing materials and intermediary sources.
Such data are typically derived from prior research outputs, institutional records, archived
documents, and various supplementary references, including scholarly journal publications and
digitally accessible information available through online platforms. Company financial
statements can be accessed through the IDX’s official website at http://www.idx.co.id/.

The data analysis was performed by applying a multiple linear regression approach, utilizing
IBM SPSS as the analytical tool, in order to investigate and quantify the relationships linking
the independent variables to the dependent variable. Prior to conducting the regression analysis,
the model underwent a series of classical assumption tests namely normality, multicollinearity,
autocorrelation, and heteroscedasticity assessments to verify its adequacy and ensure the
validity of the analytical results. This study employs a research framework that investigates the
contribution of capital structure and sales growth as independent variables on financial
performance, which serves as the dependent variable. The proposed relationships are
empirically examined to identify and substantiate the key determinants that contribute to
enhancing the financial performance of manufacturing firms.

3. Results and Discussion
3.1 Descriptive analysis

Table 3.1 Descriptive analysis

Descriptive Statistics
M Range Hinimum Maximum Mean S1d. Deviation
Kinerja Keuangan 65 29874.00 107.00 29981 .00 5972 6769 6011.51755
Struktur Modal 65 1128087.00 449000 113257700 1093544308 181717 43066
Pertumbuhan Penjualan 65 32077200 -9582800 22494400 57269846  34029.73909

Valid N {listwize) 65

Source : Author’s data processing (2026)

Financial performance, as proxied by ROA, shows a mean value of 5,972.6769 with a standard
deviation of 6,011.51755, and ranges from 107.00 to 29,981.00. The standard deviation, which
is relatively close to the mean, indicates a considerable dispersion in ROA values, reflecting
notable differences in financial performance across the sampled firms.

Capital structure, measured by the DER, has an average value of 109,354.4308 and a standard
deviation of 181,717.43066, with values ranging from 4,490.00 to 1,132,577.00. The fact that
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the standard deviation exceeds the mean suggests substantial variability in capital structure,
highlighting significant differences in leverage levels among firms.

Sales growth records an average of 5,726.9846 with a standard deviation of 34,029.73909, and
spans from -95,828.00 to 224,944.00. This indicates that, although firms generally experience
sales increases, the distribution is highly uneven. The negative minimum value reflects
declining sales in some firms, while the high maximum value points to exceptionally rapid
growth in others, confirming a wide variation in sales performance across the sample.

3.2 Normality Test

Table 3.2 Normality Test

One-Sample Kelmogorov-Smirnov Test

Unstandardize
d Residual

M 65
Normal Parameters™:® Mean 0000000
5td. Deviation 5225.4932804

Most Extreme Differences  Absolute A10
Positive A10

Negative - 1086

Test Statistic A10
Asymp. Sig. {2-1ailed)® 051
Monte Carlo Sig. (2—ta\|ed)H Sig 047
88% Confidence Internval  Lower Bound 041

Upper Bound 052

a. Test distribution is Mormal
b. Calculated from data.
¢. Lilliefors Significance Correction

d. Lilliefors' method based on 10000 Monte Carlo samples with starting seed
2000000,

Source : Author’s data processing (2026)

The findings of the Kolmogorov-Smirnov test in Table 3.1, the Asymp. Sig. (2-tailed) value
was 0.051. A significance level of 0.051, which exceeds the 0.05 threshold, suggests that the
dataset satisfies the criterion for normal distribution. Although this value lies in close proximity
to the cutoff point, it nevertheless supports the conclusion that the residuals are statistically
normal. Consequently, the normality assumption is fulfilled, indicating that the regression
model employed in this study is appropriate for subsequent hypothesis testing.

3.3 Autocorrelation Test

Table 3.3 Autocorrelation Test

Model R R Adjusted Durbin- Waston
Square R Square

1 0.502 0.252 0.228 1.741

a. Predictors : (constant), Capital Structure, Seles Growth
b. Dependent Variabel : Financial Performence

Source : Author’s data processing (2026)
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The results of the data analysis are summarized in Table 3.2. The Durbin-Watson statistic
obtained from the calculation is 1.741. This figure lies within the interval indicating the absence
of autocorrelation, specifically 1.63 <DW <2.37, as determined by the lower and upper critical
bounds (dU and 4-dU) from the DW table for a sample size of n = 65, with k = 2 independent
variables at a 5% significance level. Consequently, the findings imply that the regression model
is uncorrelated with its own past values. Therefore, the assumption of no autocorrelation is
satisfied, confirming that the model is appropriate for subsequent analytical procedures.

3.4 Multicollinearity Test
Table 3.4 Multicollinearity Test

Collinearity Statistic Information
Model Tolerance VIF
(Constant)
There is no
1 Capital Structure  0.999 1.001  multicollinearity
There is no
Sales Growth 0.999 1.001  multicollinearity

Source : Author’s data processing (2026)

The multicollinearity assessment indicates that each independent variable yields a tolerance
value of 0.999, accompanied by a Variance Inflation Factor (VIF) of 1.001. Based on the
established criteria for diagnosing multicollinearity specifically, a Tolerance value exceeding
0.10 and a VIF below the accepted threshold the findings indicate that the proposed model is
free from multicollinearity. The obtained Tolerance value of 0.999, which surpasses the
minimum requirement, together with a VIF value of 1.001, well within acceptable limits,
suggests that the independent variables are not strongly intercorrelated. Accordingly, the
regression model can be regarded as meeting the assumption of no multicollinearity, thereby
indicating its suitability for further analytical processes.

3.5 Heteroscedasticity Test
Table 3.5 Heteroscedasticity Test

Unstandardized .
Model Coefficients Standardized
Coefficients
B Std. Error Beta t Sig.
1 (Constant) 3.607.053 483.202 7.455  <0.001

Capital
Structure 0.002 0.002 0.125 1.015 0.314
Sales Growth 0.022 0.012 0.223 1.812 0.075

a. Dependent Variable : ABS

Source : Author’s data processing (2026)
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The findings of the Glejser test in Table 3.4. The obtained significance levels for the capital
structure and sales growth variables were 0.314 and 0.075, respectively. Since both values
exceed the predetermined alpha level of 0.05 (0.314 > 0.05; 0.075 > 0.05), the results indicate
the absence of heteroscedasticity within the regression model. This indicates that the
homoscedasticity assumption has been satisfied, thereby demonstrating that the model meets
the required conditions to proceed with further hypothesis testing.

3.6 Multiple Linear Regression Analysis

Table 3.6 Multiple Linear Regression Analysis

Unstandardized .
Model Coefficients Standardized
Coefficients
B Std. Error Beta t Sig.
1 (Constant) 0.055 0.007 8.308  <0.001

Capital
Structure -0.001 0.001 -0.168 -0.900 0.317
Sales Growth 0.111 0.033 0.629 3.360 0.001

a. Dependent Variable : Financial Performence

Source : Author’s data processing (2026)

The multiple regression equation yielded the following results, based on the data in the
above table:

Y =0.055-0.001X1 + 0,111X2+ €

Drawing upon the outcomes derived from the multiple linear regression analysis
presented above, several conclusions can be formulated:

a. The estimated regression coefficient is 0.055 and carries a positive sign, indicating that
when the independent variables namely DER and sales growth are assumed to be zero
or held constant, the firm’s financial performance, as measured by ROA, is predicted
to be 0.055. This implies that, in the absence of variations in capital structure and sales
growth, the company would still generate a baseline ROA value of 0.055.

b. The capital structure variable (X1) exhibits a regression coefficient of -0.001, indicating
an inverse relationship. This coefficient implies that, holding other variables constant,
a one-unit increase in capital structure is associated with a 0.001 decrease in ROA. A
greater reliance on debt financing within a firm’s capital structure is generally
associated with a decline in ROA, indicating that increased leverage exerts a
detrimental effect on overall financial performance.

c. A positive regression coefficient of 0.111 is exhibited by the sales growth variable (X2).
This coefficient implies that, holding other variables constant, a one unit increase in
sales growth is associated with an increase of 0.111 units in the firm’s financial
performance as measured by ROA. Accordingly, this finding indicates a direct
relationship, suggesting that higher levels of sales growth tend to correspond with
improved ROA.
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3.7 Hypothesis Testing

Table 3.7 Hypothesis Test (t-Test)

Unstandardized .
Model Coefficients Standardized
Coefficients
B Std. Error Beta t Sig.
1 (Constant) 0.055 0.007 8.308  <0.001

Capital
Structure -0.001 0.001 -0.168 -0.900 0.317
Sales Growth 0.111 0.033 0.629 3.360 0.001

a. Dependent Variable : Financial Performence

Source : Author’s data processing (2026)

1. The findings of the t-test indicate that the capital structure variable yields a regression
coefficient of -0.001, accompanied by a t-statistic of -0.900 and a significance
probability of 0.371. Since this probability exceeds the predetermined alpha threshold
0f 0.05, DER cannot be considered a statistically significant determinant of ROA when
assessed on an individual (partial) basis. Despite the negative coefficient, which implies
an inverse association, the relationship lacks adequate statistical support to be
considered significant. The standardized beta value of -0.168 suggests that capital
structure exerts only a limited effect on ROA. Consequently, the first hypothesis, which
posits a significant negative effect of capital structure on financial performance, cannot
be accepted.

2. The findings of the t-test are the basis for this, the sales growth variable demonstrates
aregression coefficient of 0.111, accompanied by a t-statistic of 3.360 and a probability
value 0f 0.001. Since this significance value is below the predetermined alpha threshold
of 0.05 (p < 0.05), it can be inferred that sales growth exerts a statistically significant
partial effect on ROA. The standardized beta coefficient of 0.629 demonstrates that
sales growth exerts a more substantial effect in accounting for the variability in financial
performance than capital structure. The empirical findings confirm the validity of the
second hypothesis, indicating that sales growth independently contributes in a
statistically significant manner to variations in financial performance; therefore, the
hypothesis is accepted.

3.8 Coefisien Determination Adjusted R?

Table 3.8 Coefisien Determination Adjusted R?

Model R R Adjusted  Durbin- Waston
Square R Square

1 0.502 0.252 0.228 1.741

c. Predictors : (constant), Capital Structure, Seles Growth
d. Dependent Variabel : Financial Performence

Source : Author’s data processing (2026)
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The regression analysis indicates an Adjusted R? value of 0.228, which corresponds to 22.8%
of the explained variance. This finding implies that the combined contribution of Capital
Structure (X1), Sales Growth, and the Debt to Equity Ratio (DER) (X2) accounts for 22.8% of
the variation in Financial Performance, as measured by Return on Assets (ROA) (Y). The
remaining 77.2% of the variance is attributable to other factors that are not incorporated within
the scope of this model. The adjusted R? coefficient of 22.8% implies that variations in the
financial performance of manufacturing firms cannot be adequately accounted for solely by
capital structure and sales growth, as these outcomes are shaped by a broader set of complex
and interdependent factors. Consequently, other variables not incorporated within the model
are likely to play a significant role in influencing financial performance.

1. The company’s operational efficiency, as reflected in its asset turnover ratio and
management of operating costs;

The quality of management and the implementation of sound corporate governance;
The company’s size, which reflects the extent of its resources;

The company’s liquidity in meeting its short-term obligations;

Business risks associated with uncertainties in the business operational activities.

Nk

The Effect of Capital Structure on Corporate Financial Performance

The empirical findings suggest that capital structure does not exert a statistically
significant effect on a firm’s financial performance. In this context, variations in the relative
composition of debt and equity financing are not associated with either improvements or
deteriorations in financial outcomes. In practical terms, this finding suggests that companies
do not depend heavily on the composition of their capital structure to achieve profitability,
meaning that changes in sources of financing, whether through increased debt or equity, do not
necessarily have a significant impact on financial performance.

Theoretically, the relationship between capital structure and financial performance can
be explained by the Pecking Order Theory, which states that companies have preferences in
choosing sources of funding, namely by prioritizing internal financing instead of external
funding, and debt over equity issuance [6]. The way in which a company is funded is not the
main thing that affects how well it performs financially. The main thing that affects this is how
much money the company needs and whether or not it can get it. In circumstances where firms
possess sufficient internal financing capacity, reliance on external debt tends to diminish,
thereby reducing the strategic importance of leverage decisions within the capital structure.
Consequently, modifications in the composition of debt and equity do not exert a statistically
significant influence on financial performance indicators. This provides a rationale for the
empirical finding that variations in capital structure proportions, particularly between debt and
equity, do not significantly affect ROA, as internal funding availability mitigates the
performance sensitivity to external financing choices.

The findings of this study indicate that manufacturing companies tend to be able to
manage their funding sources flexibly, so that variations in capital structure do not directly
affect profitability levels. Furthermore, it is possible that other factors such as operational
efficiency, sales growth, and firm size play a more dominant role in influencing financial
performance. These conclusions align with previous research that suggests capital structure has
little impact on financial performance [3]. Similar results were reported in other studies, which
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showed that capital structure has little impact on corporate profitability [1]. These consistent
findings reinforce the notion that, under certain conditions, capital structure is not the primary
factor determining a organizational financial performance.

The study shows that firm financial performance is not significantly influenced by
capital structure. This suggests that other variables are more relevant in explaining changes in
the business profitability.

Analysis of Sales Growth on Company Financial Performance

The test results demonstrate that a significant role is played by sales growth in
improving a organizational financial performance. Increased sales drive higher revenue,
profits, and operational efficiency, while also indicating the firm’s success in expanding its
market, boosting product demand, or implementing effective marketing strategies.

From a theoretical standpoint, the association between sales growth and financial
performance can be interpreted through the lens of Growth Theory, which posits that
organizational expansion constitutes a fundamental determinant of firm value and profitability.
An increase in sales serves as a gauge of a firm’s capacity to broaden its market reach and
generate higher revenue streams, which, in turn, contributes to enhanced financial outcomes
[8]. Within this framework, firms exhibiting substantial sales growth are more likely to
capitalize on opportunities for profit maximization, driven by the scaling of operations and the
attainment of greater operational efficiency.

The findings of this research demonstrate that higher levels of sales growth correspond
to enhanced financial performance, as reflected in an increase in Return on Assets (ROA). The
following statement is consistent with prior empirical evidence reported by Pramesti et al. [9],
the findings indicate that an increase in sales growth has a positive and statistically significant
effect on a firm’s profitability. In a similar vein, Sodik and Manda [15] identify sales growth
as a determinant that significantly affects a firm’s financial performance. Supporting this line
of argument, Putri and Rahyuda [11] further assert that rising sales growth plays a significant
role in enhancing a firm’s profitability.

Sales growth can thus be regarded as a crucial factor influencing a firm’s financial
performance, as sustained increases in revenue expansion strengthen the organization’s ability
to achieve greater profitability levels.

4. Conclusion

The present study aims to investigate the impact of capital structure and revenue
expansion on the financial outcomes of manufacturing companies registered on the IDX’s.
Based on the analytical findings, it was determined that capital structure does not demonstrate
a statistically meaningful effect on organizational financial performance. In contrast, sales
growth demonstrates a positive effect on financial outcomes, indicating its stronger role in
improving profitability. These findings imply that a firm’s capacity to generate earnings is
more substantially driven by increases in sales rather than by the specific financing strategies
it adopts.

This study makes contributions both theoretically and practically. Theoretically, this
study reinforces the understanding that sales growth is a key factor in improving a business
financial performance, particularly in the manufacturing sector. From a practical perspective,
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the findings of this research may provide a reference for corporate management in formulating
business strategies aimed at enhancing sales performance. Furthermore, for investors, the rate
of sales growth can function as a significant indicator in evaluating overall corporate
performance. The distinct contribution of this study lies in its emphasis on manufacturing firms
in Indonesia, as well as in the integration of capital structure and sales growth variables as
explanatory factors of financial performance.

This study has limitations regarding the number of variables used, as it considers only
capital structure and sales growth in explaining financial performance. The relatively modest
value of the coefficient of determination suggests that a substantial proportion of the variation
in corporate financial performance remains unexplained by the variables included in this study.
This indicates the presence of additional determinants that have not yet been incorporated into
the analytical model. Accordingly, subsequent research should consider integrating a broader
set of explanatory variables, including firm size, liquidity, and operational efficiency, while
also extending the observation period in order to generate findings that are more robust and
comprehensive.
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