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(497.11) aim of improving business performance. To achieve this goal, a multiple
linear regression model was developed after testing all the necessary
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Republic of Serbia, with the effect of asset growth being positive, while the
impact of the other two variables used in the study is negative.
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1. Introduction

Making timely and adequate strategic financial decisions in line with the asset
structure of a company is essential for ensuring sustainable growth as well as
competitive advantage in the contemporary business environment. In both theory
and practice, determining the appropriate unit of optimal capital structure remains a
challenge. The importance of an adequate ratio implies the achievement of
profitability, lower cost of capital, liquidity, and the overall improvement of
company performance.

This paper examines the relationship between the asset structure and the capital
structure of companies, considering their mutual alignment with the aim of
improving performance. The implications concerning the relationship between assets
and sources of financing are also addressed. The research is focused on the domestic
market, which is characterized by limited access to capital and institutional
inefficiency. In addition to these factors, the dominance of the banking sector in the
Republic of Serbia is evident, and together with the aforementioned, significantly
influences financial decision-making. In summary, the Republic of Serbia is in a
transitional phase or a model of capitalism, where the market is bank-centered,
making it difficult to imagine companies operating without borrowed sources. The
objective of managers is reflected in the pursuit of profit while seeking an optimal
balance between equity and debt financing (Milanovi¢ et al., 2017).

Theoretical analysis suggests that the concept of aligning asset structure with
capital structure is normatively desirable; however, in the Republic of Serbia its
practical implementation encounters numerous obstacles. The challenging situation
is reflected in the limited access to capital markets, the specific characteristics of
the financial sector, and the continuous confrontation with the challenges of a
transitional economy. In such complex and turbulent circumstances, understanding
the relationship between asset structure and capital structure gains additional
importance.

The aim of this paper is, in addition to the practical analysis, to provide a
theoretical examination of the relationship between asset structure and capital
structure. The emphasis is in exploring and analyzing how their relationship and
alignment can enhance company performance, with a practical focus on the
characteristics and specificities of the business environment in the Republic of
Serbia.The methodological approach of this paper is based on the analysis of
relevant international and domestic literature, its comparative review, and a critical
consideration of its applicability within the specific context of the Serbian market.
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2. Literature review and hypothesis development

The focus of the research is based on understanding the relationship between asset
structure and capital structure. It begins with an examination of the fundamental
concepts and terminology, followed by a consideration of theoretical models and
approaches that contribute to financial decision-making and explain as well as
define their underlying mechanisms. The paper will include an overview of capital
structure, an analysis of the impact of asset structure on capital structure, the effect
of asset growth on the structure of resources, and the influence of company size on
the structure of resources.

Capital Structure

Capital structure represents the relationship between a company’s equity and debt,
that is, it reflects the sources of financing or the manner in which the company is
financed. Asset structure represents the proportion or relationship between fixed
assets and total assets owned by the company (Albart & Purnomo, 2024). Different
theories suggest that the ratio of equity can be 3:1, 2:1, or 1:1, depending on the
theoretical perspectives of individual authors. In any case, it is not advisable for
equity to be lower than borrowed funds (Zarki¢ Joksimovié, 2005). Establishing an
adequate capital structure represents a significant challenge, and corporate finance
managers must therefore exercise great caution (Desliniati & Sundiman, 2017).

According to the Rulebook on the Chart of Accounts (2020), equity includes
share capital, retained earnings, and other reserves, while debt capital comprises
long-term liabilities to external creditors. In general terms, the combination or ratio
of financing sources that minimizes the cost of capital represents the optimal
capital structure. However, a specific ratio of equity to debt cannot be universally
defined as optimal, since it depends on numerous factors. The most significant
among them are the availability of external financing, business risk, company size,
and asset structure.

One of the most frequently examined theories is the theory of capital structure.
According to this theory, a company’s cost of capital is influenced by its financial
mix, which in turn affects the firm’s value. By balancing the cost of equity and
debt, an ideal capital structure can be achieved, one that has the potential to
optimize company value. In line with this theory, the financial mix affects the cost
of capital, and consequently the value of the firm. Striking a balance between the
costs of debt and equity represents the ideal capital structure that maximizes firm
value (Istan, M., 2024). The importance of an adequate capital structure lies in its
potential to positively impact firm value (Desliniati & Sundiman, 2017), which
constitutes a critical parameter. Moreover, asset structure, earnings volatility, and
financing flexibility all influence capital structure, and thereby company
performance (Istan, M., 2024).



332 Dmitrovic et al. / Economic Themes, 63(3): 329-352

Over time, several theories have been presented that provide explanations
regarding corporate activities in the choice of capital structure.

The Modigliani-Miller (MM) theory argues that under perfect market
conditions, capital structure does not affect firm value (when excluding taxes,
transaction costs, and information asymmetries). In their subsequent research,
however, they include taxation and conclude that due to the tax shield, debt
financing becomes more favorable. The MM theory suggests that the value of a
company increases with a higher proportion of debt in the capital structure,
provided that the capital structure has not yet reached its optimum. Once the
optimal capital structure is achieved, firm value can further increase through stock
prices, thereby maximizing the wealth of owners and shareholders. The above
indicates that a higher level of capital structure is associated with greater firm value
(Desliniati & Sundiman, 2017).

Trade-off theory advocates an optimal level of indebtedness that represents a
balance between the costs of financial distress (such as restructuring and
bankruptcy) and the tax benefits provided by debt.

Pecking order theory advocates a hierarchical system guiding firms in their
choice of financing sources. Companies first rely on internal funds, then on debt
financing, and finally on the issuance of equity.

Agency theory addresses the key issue of corporate governance, namely the
conflict of interest between managers and owners, and explains how different
forms of financing influence managerial decision-making.

With regard to the time aspect, the tendency is that the time dimension of asset
use should correspond to the maturity of financing sources. According to this
concept, it is recommended that fixed assets be financed through long-term
sources, which include equity and long-term liabilities, while current assets should
be financed through short-term liabilities (Zarki¢ Joksimovié, 2005). Aligning
financing methods with assets of compatible maturity promotes financial stability,
which facilitates cooperation with creditors, attracts investors, and eases cash flow
management. Negative consequences that may occur (also considering the stage of
the company’s life cycle) include illiquidity, deterioration of firm performance, and
increased refinancing costs. Effective use of assets to generate revenue ensures an
optimal asset structure, while balancing the costs and benefits of leverage is
achieved through efficient debt management in order to support operational
efficiency (Albart & Purnomo, 2024). The trade-off between debt costs and tax
shields can help create an optimal capital structure (Viduci¢, 2001).

Considering both regional and wider European environment of the Republic of
Serbia, research conducted in the Republic of Croatia concludes that there is a
tendency of increasing indebtedness across all countries; however, the older
European Union member states rely more heavily on debt financing than the newer
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members or candidate countries (Harc, 2019). Since managers make business
decisions at appropriate levels, contemporary conditions reveal that the traditional
support functions of management are no longer clearly delineated but rather
represent a distinctive mix (Cavlin et al., 2025). Numerous factors influence
decision-making in the new era, where digitalization has reshaped the business
landscape, particularly in terms of the speed of decision-making.

On the other hand, where banks are in focus—when considering the indicator
Equity per Employee—the level of equity reflects which portions of bank's assets
are financed by its own capital. Equity represents the safeguard for the bank’s
depositors and creditors (Dmitrovi¢ et al., 2015).

The Impact of Asset Structure on Capital Structure

The structure of assets plays a decisive role in shaping financial decisions,
considering composition, utilization, and turnover, with particular emphasis on
liquidity. One of the important principles of financial management is achieving
harmony between asset elements and financing sources. When such harmony is
attained, the risks of illiquidity and financial instability are reduced. Conversely, a
lack of adequate alignment may also lead to a decline in operational efficiency.

A company’s total assets consist of fixed and current assets. The recommended
composition depends on the company’s industry, size, and legal form. This also
determines the appropriate ratio of intangible, tangible, and financial long-term assets
within fixed assets, as well as the structure of inventories, receivables, and cash
within current assets. The higher the share of tangible assets, the lower the risk for
creditors, and accordingly, the greater the value of assets in the event of bankruptcy
or liquidation (Novicevi¢ Cetevit et al., 2024). Therefore, asset structure is one of
the factors influencing a company’s capital structure (Lestari et al., 2023).

The research findings indicate that asset structure has a positive and significant
impact on capital structure (Lestari et al., 2023). It is evident that there is a
relationship between tangible assets and capital structure when considering the
variability of supply and demand in relation to corporate assets (Campello &
Giambona, 2013).

In shaping capital structure, the characteristics of assets play a crucial role,
reflected in their liquidity, useful life or depreciation period, turnover, and degree of
specialization. In practice, companies with a higher share of fixed assets find it easier
to borrow, due to the provision of collateral. Research shows that the greater the
amount of assets available for use as collateral, the higher the proportion of owned
assets, and consequently, the capital structure (Desliniati & Sundiman, 2017).

Rajan & Zingales (1995) emphasize that a higher share of tangible assets
correlates with greater indebtedness, and this positive correlation is explained by the
fact that tangible assets serve as more secure collateral for debt. Titman & Wessels
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(1988) note that firms with a tendency to avoid debt generally have a higher share of
intangible assets, which are difficult to use as collateral. However, this situation has
changed over the decades, as intangible assets have gained importance.

Heliani et al. (2022), in their study, analyzed the impact of asset structure, firm
size, liquidity, profitability, and sales growth on the capital structure of
pharmaceutical companies listed on the Indonesia Stock Exchange (IDX) during
the period 2016-2020. The results showed that asset structure did not have a
statistically significant impact on capital structure. In other words, the way a
company’s assets are allocated was not a factor that significantly explained the
debt-to-equity ratio of these firms.

In developing countries, capital structure tends to be strongly influenced by
asset structure. In such business environments, institutional factors—such as the
development of financial markets—can significantly affect these relationships
(Booth et al., 2001). Hierarchical financing, according to the pecking order theory,
is conditioned by asset structure, since different forms of risk are initiated by
different types of assets (Myers, 2001).

Internationally accepted rules are also confirmed in the case of the Republic of
Serbia. Long-term financing sources are more frequently used in companies where
fixed assets dominate. The underdevelopment of the capital market is identified as
a limiting factor in the choice of capital structure. In addition, information
asymmetry often leads to internal sources and short-term loans being selected as
common means of financing, regardless of asset structure. With regard to firm size,
smaller companies are more often in a position of weaker creditworthiness and
therefore less able to rely on long-term financing. The above indicates a
misalignment between assets and capital. A positive direction lies in diversifying
financing sources, where possible. Greater emphasis should be placed on cash flow
planning and strengthening internal controls in order to reduce financial risk.

According to Tijow et al. (2018), asset structure has a significant impact on the
shaping of a company’s capital structure. The greater the share and complexity of
assets, particularly fixed assets, the stronger a firm’s ability to secure and guarantee
long-term liabilities. Larger firms, due to the scale of their assets, generally have
easier access to external financing than smaller firms, which makes them more
inclined to use higher levels of debt. Consequently, there is a positive relationship
between asset structure and capital structure, a finding confirmed by the results of
several studies.

Although the analysis of financial statements and company operations may
suggest that, in some real cases, an optimal capital structure has been achieved, it is
very challenging—if not impossible—to define what the optimal capital structure
ratio would be in real business practice, and even more difficult to measure its
impact on firm value according to that criterion (Viduci¢, 2001).
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The Impact of Asset Growth on Capital Structure

In order to analyze the impact of asset growth on capital structure, it is necessary to
examine in detail the life cycle of assets, including the degree and period of
depreciation. The characteristics of assets influence the optimal capital structure.
With respect to asset structure, the most important parameters are long-term nature
and degree of liquidity, as these affect the balance between equity and debt as well
as the choice of financial instruments. The alignment of asset maturity with
financing sources ensures stability and efficiency in financial management (Zarki¢
Joksimovi¢, 2005). Research findings indicate that both asset structure and asset
growth significantly influence capital structure (Ayem & Agustina, 2024).

Depending on their legal form, industry, size, and the market in which they
operate, each company has different opportunities for growth and development.
This affects the various modalities of decision-making by financial and other
managers. Firms whose shares are listed on stock exchanges and that use them for
operational financing formally enable higher growth prospects in the future. In
contrast, companies with limited growth opportunities tend to have a higher share
of long-term debt in their structure. Capital structure can also be analyzed through
the lens of capital markets, where both systematic and unsystematic.risk must be
considered (Desliniati & Sundiman, 2017).

Capital structure is influenced by asset structure, sales growth, and
profitability. These factors can be utilized by management to improve a company’s
capital structure, while shareholders also take them into account when making
investment decisions (Dharmawan et al., 2021).

In addition, asset growth influences a company’s ability to secure more
favorable borrowing conditions. Firms that demonstrate stable trend of asset
growth generally exhibit greater creditworthiness, as they signal to creditors that
they possess sufficient resources to service their obligations. In this way, a larger
volume of assets can enable lower borrowing costs and improved access to various
sources of financing. However, if asset growth is not accompanied by adequate
profitability, there is a risk of excessive indebtedness, which may jeopardize
financial stability and lead to problems in the capital structure.

Macroeconomic factors such as interest rates, inflation, and the regulatory
framework significantly affect capital structure. Under conditions of high interest
rates, firms tend to rely more on internal sources of financing, whereas in more
favorable conditions they resort to long-term borrowing to finance asset growth.
The regulatory framework, particularly standards related to reporting and risk
management, further shapes managerial decisions regarding capital structure.
Therefore, it can be concluded that analyzing the impact of asset growth on capital
structure requires a multidimensional approach that encompasses both internal firm
characteristics and the external economic environment (Frank & Goyal, 2009).
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Padillah et al. (2024), analyzing companies listed on the Indonesian Stock
Exchange, found that asset growth had a negative and insignificant effect on capital
structure, while asset structure and sales growth had a positive and significant
effect. A similar conclusion is drawn by Putri (2024), focusing on companies from
the JII index, which showed that asset growth positively and significantly affected
capital structure. These divergent results highlight the importance of considering
specific institutional and sectoral contexts when interpreting the impact of asset
growth on firms’ financing choices.

The Impact of Firm Size on Capital Structure

According to the Accounting Act of 2013, as well as the current Act of 2019,
companies are classified as micro, small, medium, and large. Small and medium-
sized enterprises (SMEs) are often reliant on internal sources of financing,
regardless of the equity-to-debt ratio, due to low credit ratings and high borrowing
costs. In such cases, the decisive factors are often the terms and availability of
credit, rather than the achievement of a theoretical optimum. Internal financing
sources are more prominent, not primarily because of information asymmetry, but
due to unfavorable external conditions. A common problem is the misalignment of
owner and managerial objectives, which is also evident in family businesses. This
situation further complicates decision-making regarding financing capital structure.

An indicator of firm size is the total value of assets and the total revenues
generated by the company (Ariyani et al., 2018). Firm size significantly influences
its value, since the larger the company, the more investors are likely to be
interested in investing, as they perceive the firm to be capable of generating profit
and, more generally, of managing its operations effectively (Boenyamin &
Santioso, 2023).

Firm size has the ability to moderate the impact of asset structure and asset
growth on capital structure (Ayem & Agustina, 2024). Moreover, some studies
suggest that firm size has a partially positive and significant effect on capital
structure (Feni et al., 2021). Other research concludes that asset structure, asset
growth, and firm size all positively influence capital structure (Ristianti et al.,
2023). Firm size is correlated with capital structure: the larger the company, the
higher its level of indebtedness (Fadhilla, 2023). Research also indicates that asset
growth and asset structure have a positive and significant effect, while business
risk and leverage have a negative and significant effect on capital structure
(Milenia & Sha, 2023).

The results of the study conducted by Zulkarnain (2023) indicate that firm size
has a positive but not significant effect on capital structure, while asset growth has
a positive and significant effect. Sales growth shows a negative but not significant
effect on capital structure.
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Mardan et al. (2023), investigating 103 manufacturing firms in Indonesia
during the period 2011-2017, obtained results consistent with the trade-off theory.
Specifically, they found a positive and significant effect of firm size on capital
structure. Larger firms, therefore, have a greater ability to meet interest obligations.
Similar results were also reported by Pandey (2004).

Some studies indicate the existence of a negative relationship between firm size
and capital structure. Rajan & Zingales (1995) found that as firm size increases, the
tendency to use debt decreases, since larger firms more frequently choose to finance
through equity. A similar conclusion was reached by Cooley & Quadrini (2001).

Examining the impact of long-term financing on the performance of 95 firms in
the textile industry, Tauseef et al. (2015) concluded that firm size has a positive but
not significant effect.

At the end of the literature review, it can be concluded that in developed
market economies, economic factors are emphasized and business strategies are
implemented, whereas in the Republic of Serbia regulatory and institutional factors
play a significant role. Developed markets have access to a wide range of financial
instruments, while in Serbia this access is drastically limited - implying greater
difficulties in aligning asset structure with capital structure. A stable legal system
and lower transaction costs create conditions for long-term borrowing, with both
tangible and intangible assets serving as collateral. In less developed countries,
where markets are more turbulent, the decision-making process is considerably
more complex.

Based on the above, we have defined the following research hypotheses
(Doloksaribu & Hutabarat, 2019; Santosa, 2020; Vu et al., 2019; Ayem &
Agustina, 2024; Huang & Song, 2006; Gaud et al., 2005):

Hypothesis 1: Asset structure has a negative and statistically significant effect on the
capital structure of firms.

Hypothesis 2: Asset growth has a positive and significant effect on capital structure.

Hypothesis 3: Firm size has a negative and statistically significant effect on capital
structure.

3. Methodology of empirical research

The aim of this research is to determine whether the structure and growth of a
company’s assets, together with its size, can determine capital structure. The
analysis was conducted on a sample of companies included in the list of the 100
most successful companies in 2023, ranked by revenues, as published by the
Serbian Business Registers Agency. A large number of companies (87 of them)
also appeared on this list in 2022, making it possible to track their business
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continuity. Since some companies lacked available data for the analyzed period,
and due to the need for data normalization, the final sample for analysis comprised
88 companies, corresponding to 440 observations. The data were collected from
official financial statements for the five-year period from 2019 to 2023. Table 1
presents the structure of the observed sample according to the territorial affiliation
of the selected companies.

Table 1 Characteristics of the sample- Type of Business Entity

Variables Frequency Valid %
Limited Liability Company (LLC) 72 81,8 %
Public Enterprise (PE) 6 6,8 %
Joint Stock Company (JSC) 10 11,4 %
Total 88 100 %

Source: Authors

Out of the 88 companies in the final sample, 87 belong to the group of large
enterprises, while one company is medium-sized. When analyzing the ownership
structure of the companies, as shown in Table 1, it can be observed that limited
liability companies dominate (72 companies, or 81.8%). Public enterprises account
for six companies, or 6.8%, while joint-stock companies represent 11.4% (10
companies). An overview of the sample structure from the perspective of territorial
affiliation of companies is presented in Figure 1.

Figure 1. Sample Structure by Territorial Affiliation
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The analysis of the sample by regional affiliation shows that most companies
are from the Belgrade region (a total of 49, or 55.7%). Companies headquartered in
Vojvodina account for 22 firms, (25% of the sample). Eleven companies (12.5%)
are based in Central and Western Serbia, while six companies (6.8%) are from
Southern and Eastern Serbia. Figure 2 presents the structure of the sample
companies from the territory of the Republic of Serbia according to their business
activities.

Figure 2. Sample Structure by Business Activity
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Most of the companies analyzed operate in wholesale trade—33 companies in
total (37.5%)—and in the manufacturing industry, with 31 companies (35.2%).
Seven companies (8%) are engaged in transportation and storage. Five companies
each (5.7%) operate in the sectors of electricity supply and construction, while four
companies belong to the information and communication sector. The smallest
number of companies in the sample are from the mining sector (2) and the arts,
entertainment, and recreation sector (1).

For the analysis of the collected data, the statistical software package IBM
SPSS Statistics 21.0 (Statistical Package for the Social Sciences — SPSS, version
21.0) was used. Correlation analysis and multiple linear regression analysis were
applied in the research.

Given the subject and objective of the research, the dependent variable in the
study is capital structure. Capital structure reflects the way in which a company
finances its assets that is the the extent to which management is capable of efficiently
carrying out its business activities (Ayem & Agustina, 2024). This indicator
represents the ratio of debt to equity, as expressed in the following equation:

Capital structure (CStructure) = Total Liabilities / Total Equity.
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The independent variables used in the analysis are asset structure and asset
growth, while firm size is included as a control variable.

Asset structure represents the resources owned by a company that are expected
to generate future economic benefits (Novicevié Celevié et al., 2025). A higher
asset structure in a company implies a greater ability to provide guarantees for
long-term liabilities. Asset structure is defined as the ratio of fixed assets to total
assets, as follows:

Asset Structure (AStructure) = Fixed Assets /Total Assets.

For a company to grow and expand its operations, it is necessary to increase the
amount of assets, which requires financial resources. In situations where a
company does not have sufficient internal sources, it must rely on external
financing. Asset growth represents the annual change (growth rate) of total assets,
calculated based on the change in assets in a given year compared to the previous
year, i.e., the annual change in fixed assets or

Total Assets t — Total Assetst— 1
Total Assetst— 1

Asset Growth (AGrow) =

Firm size is used as a reference to assess whether a company can be considered
growing from the very beginning of its establishment, based on the total assets
presented in the balance sheet. Firm size is determined by the natural logarithm (In)
of total assets, i.e., the sum of current and fixed assets, as expressed in the
following equation:

Size=In. (Total Assets).

The empirical analysis of the selected variables consists of descriptive statistics,
correlation analysis, and multiple linear regression. The following model is
designed to use the independent variables to explain the dependent variable:

¥ =, + B, X106 + By X206+ BaX3, .+ & ¢
Where:
Y;  — dependent variable Capital Structure;
i — entity, Serbian companies; t— time (year from 2019 to 2023);
a; — intercept for each entity;
By, - coefficient corresponding to the independent variables;
X1- independent variableAStructure;
%2 - independent variable&Grow;
X3 —independent variable§ize;

& ¢ — the error term.
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4. Research results and discussions

The descriptive statistics of the dependent and independent variables used in the
analyzed model are presented in Table 2. This table provides an overview of the
basic statistical measures, such as the mean, standard deviation, minimum, and
maximum for each variable. In this way, insights can be gained into the data
distribution, variability, and range of values included in the analysis. Conducting
such a descriptive analysis represents an essential first step, it enables a clearer
understanding of the basic characteristics of the data before applying more
complex statistical methods.

Table 2. Descriptive Statistics

N Minimum Maximum Mean Std.
Deviation
CStructure 440 .0000 27.6848 2.1462 2.3065
AStructure 440 .0040 .9950 40496 2385
AGrow 440 -.3609 4.8248 1593 3531
Size 440 11.9839 20.7870 16.9862 1.2107
Valid N 440

Source: Authors' own calculations

Capital structure, expressed as the debt-to-equity ratio, ranges from a minimum
value of 0.0000 to an extremely high level of 27.6848. Some firms in the sample
operate without the need for further external borrowing, while others are highly
leveraged. The average value is 2.1462, indicating that, on average, firms have debt
levels approximately twice the size of their equity. The asset structure variable
ranges from 0.0040 to 0.9950. On average, 40% of company assets consist of fixed
assets. Asset growth fluctuates between negative values (min = —0.3609) and
extremely high values (max = 4.8248). The average asset growth is 0.1593,
suggesting that most firms record positive but moderate growth. Firm size is
expressed as the natural logarithm of total assets, which enables better comparison
among companies of different scales. The smallest recorded value is 11.9839,
while the largest is 20.7870, indicating that the sample includes both smaller firms
and large corporations. The average firm size is 16.9862, and the standard
deviation of 1.2107 confirms significant differences in size.

Through the conducted correlation analysis, the authors aimed to examine
whether the relationship exists, as well as the strength and direction of that
relationship. Correlation analysis provides insight into whether changes in one
variable are accompanied by changes in another, i.e., whether the variables are
interrelated and to what extent. The following table presents the correlation
coefficient matrix, which contains information on the direction (positive or
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negative correlation) and the intensity (weak, moderate, or strong) of the
relationships between variables.

Table 3. Correlations

AStructure AGrow Size
Pearson Correlation =311 .158™ -.182"™
CStructure Sig. (2-tailed) .000 .001 .000
N 440 440 440
Pearson Correlation 1 -.052 3727
AStructure Sig. (2-tailed) 280 .000
N 440 440
Pearson Correlation 1 -.055
AGrow Sig. (2-tailed) 247
N 440
Pearson Correlation 1
Size Sig. (2-tailed)
N
**_Correlation is significant at the 0.01 level (2-tailed).

Source: Authors' own calculations

The results of the conducted correlation analysis indicate a statistically
significant negative correlation between Capital Structure and Asset Structure (r =
—0.311, p = 0.0000). This suggests that firms with a higher share of fixed assets in
total assets have lower levels of indebtedness. The relationship between Capital
Structure and Asset Growth is positive and statistically significant (r = 0.158, p =
0.0010), implying that firms with higher asset growth tend to have higher levels of
debt, and vice versa. A negative and statistically significant correlation was also
found between Capital Structure and Firm Size (r = —0.182, p = 0.0000). Firms
with higher levels of assets, expressed as a logarithm, finance their operations more
through debt than through equity.

A multicollinearity test was conducted to determine whether there is
interdependence among the independent variables in the regression model.
According to widely accepted guidelines, there is no multicollinearity problem
among the variables in the regression model if the variance inflation factor (VIF) is
less than 10, while tolerance should be greater than 0.10. The detailed results of the
multicollinearity test are presented below.

Based on the presented results, it can be observed that multicollinearity is not
present in this research, i.e., there is no strong interdependence among the
independent variables. The tolerance values exceed 0.10 for all variables: 0.861 for
Asset Structure (AStructure), 0.996 for Asset Growth (AGrow), and 0.861 for Firm
Size (Size). Similarly, the variance inflation factor (VIF) values are well below the
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threshold of 10: 1.162 for Asset Structure, 1.004 for Asset Growth, and 1.162 for
Firm Size. Based on these results, it can be concluded that there is no pronounced
multicollinearity among the independent variables Asset Structure, Asset Growth,
and Size, and therefore, the regression model in this study can be considered stable
and reliable for further analysis.

Table 4. Multicolinearity

Model Collinearity Statistics
Tolerance VIF
(Constant)
Astructure .861 1.162
! Agrow .996 1.004
Size .861 1.162

a. Dependent Variable: Cstructure

Source: Authors' own calculations

Within the assumptions of the regression model, autocorrelation refers to a
situation in which there is a correlation between successive observations, whereby
the value of one observation may depend on the previous one. Ideally, a regression
model should not exhibit autocorrelation, as this can compromise the validity of the
results. To test whether the model contains autocorrelation, the Durbin—Watson test
is applied. In this case, the value of the Durbin—Watson statistic is 2.011.
According to the established criteria for assessing autocorrelation, it can be
concluded that the regression model is free from autocorrelation.

Table 5. Multiple Linear Regression Analysis

Unstandardized Standardized
Coefficients Coefficients T Sig.
Model B Std. Error Beta
1 (Constant) 5.393 1.512 3.566 .000
AStructure -2.685 468 -278 -5.740 .000
AGrow 913 294 140 3.108 .002
Size -.136 .092 -.071 -1.472 .042

a. Dependent Variable:CStructure
Source: Authors' own calculations

Based on the results of the analysis presented in Table 5, the regression
equation can be formulated as follows:

CStructure = 5,393 — 2,685 AStructure + 0,913 AGrow — 0,136 Size
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If the values of all independent variables—Asset Structure (AStructure), Asset
Growth (AGrow), and Firm Size (Size)—are equal to zero, the dependent variable
Capital Structure will take the constant value of 5.393. The coefficient of the Asset
Structure variable (AStructure) is —2.685. This implies that, assuming other
variables remain constant, each unit increase in asset structure will lead to a
decrease in capital structure by 2.685. This change is statistically significant (p <
0.001). Capital structure is a key factor in financial decision-making related to both
short and long-term borrowing. An increase in the share of fixed assets in a
company’s total assets generally leads to a lower need for external financing. This
conclusion is consistent with the pecking order theory, which posits that firms
primarily rely on internal sources of capital before resorting to external financing.
Yoo & Wu (2019) also found negative relationship between asset structure and
capital structure. The obtained results, however, contrast with the findings of
Huang & Song (2006), Gaud et al. (2005), and Akinyomi & Olagunju (2013).

The coefficient of the AGrow variable is 0.913. A one-unit increase in asset
growth raises Capital Structure by 0.913, assuming other variables remain constant.
The relationship established between these variables is statistically significant (p =
0.002). Asset growth shows a positive effect on capital structure. When a company
expands its asset base, the need for additional financial resources also increases in
order to support operations, and firms in such cases often rely on external sources
of capital if internal funds are insufficient (Setijaningsih, 2020). Asset growth
represents the continuous increase in the value of resources available to a company,
which is associated with improved business performance. Such growth also
enhances investor and creditor confidence, as it signals higher productivity and
safer investment (Putri & Asyik, 2019).

Table 6. Analysis of the Coefficient of Determination (R2)

Std. Error of the
Model R R Square Adjusted R Square Estimate

1 .3492 122 116 2.1692
a. Predictors: (Constant), AStructure, AGrow, Size

b. Dependent Variable:CStructure(Y)
Source: Authors' calculations

The Firm Size variable has a coefficient of —0.136. A one-unit increase in Firm
Size decreases capital structure by 0.136, assuming other variables remain
constant. This relationship is also statistically significant (p = 0.042), although
somewhat weaker compared to the other variables. The obtained results are
contrary to the findings of Detthamrong et al. (2017), who concluded that firms
with greater asset value generate higher investor confidence and more easily obtain
additional funds. However, Huang and Song (2006), in their study on the
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determinants of capital structure in Chinese firms, found that firm size has a
negative effect on leverage. Larger firms in China were more inclined to use less
debt because they had more stable internal financing sources and better access to
capital markets. This indicates that an increase in firm size does not necessarily
imply greater reliance on debt but may instead encourage stronger reliance on
equity.

Based on Table 6, we can observe that the coefficient of determination (R
Square) for the presented model is 0.122. This implies that asset structure, asset
growth, and firm size together explain 12.2% of the variance in the capital structure
of companies included in the list of the 100 most successful firms by revenue, as
compiled by the Serbian Business Registers Agency. The adjusted R Square is
0.116, or 11.6%, which represents a more realistic estimate of the model’s
explanatory power, taking into account the number of observations and
independent variables. The remaining 88.4% of the variance in the dependent
variable (Capital structure) is explained by other factors not included in this
regression equation. The standard error of the estimate is approximately 2.169,
indicating the average deviation of the actual values from those predicted by the
regression model.

Table 7. ANOVA?

Model Sum of Df | Mean Square F Sig.
Squares
Regression 283.877 3 94.626 20.109 .000°
1 Residual 2051.671 436 4.706
Total 2335.548 439

a. Dependent Variable: Cstructure
b. Predictors: (Constant), AStructure, AGrow, Size

Source: Authors' calculations

Based on Table 7, the total sum of squares amounts to 2,335.548, of which
283.877 relates to regression and 2,051.671 to the residual.

The calculated F value is 20.109, with a significance level of 0.000. Since the
significance level is lower than 0.05 (0.000 < 0.05), this indicates that asset
structure, asset growth, and firm size together (simultaneously) have a statistically
significant effect on the capital structure of companies in the Republic of Serbia.
Based on these results, it can be concluded that the applied regression model is
statistically valid and applicable, as it meets the significance criterion.

The t-statistic value for the Asset Structure variable is —5.740, with p =
0.000 < 0.05. Since the t-value is less than the critical value of —1.96, we can
conclude that Asset Structure has a negative and statistically significant effect on
capital structure. These results can be interpreted as indicating that firms with a
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higher share of fixed assets in total assets have lower leverage, i.e., they primarily
finance their operations through equity. Conversely, if the share of fixed assets in
total assets is lower, firms are more likely to finance their activities through short-
term and long-term borrowing. Based on the above, we can state that Hypothesis 1:
Asset structure has a negative and statistically significant effect on firms’ capital
structure, is accepted.

Table 8. T statistics

Unstandardized Standardized
Coefficients Coefficients t Sig.
Model B Std. Error Beta
1 (Constant) 5.393 1.512 3.566 .000
AStructure -2.685 468 -278|  -5.740 .000
AGrow 913 .294 140 3.108 .002
Size -.136 .092 -.071 -1.472 .042

Source: Authors'calculations

The results of the analysis for the Asset Growth variable show that the t-value
is 3.108, with a probability (p) = 0.002. Since the t-value for this variable is greater
than the critical value of 1.96, we can conclude that asset growth has a positive and
statistically significant effect on capital structure. An increase in company assets
requires additional resources to finance operations, as well as to support
development and improvement. The Pecking Order Theory states that firms first
use internal sources of financing (retained earnings), and only when these are
insufficient do they resort to external financing, such as debt or equity issuance.
Based on these results and their interpretation, we can state that H2: Asset growth
has a positive and significant effect on capital structure, is accepted.

With regard to the Firm Size variable, the results show that its t-value is —
1.472, which is lower than the critical t-table value of 1.96, with a significance
level of 0.042, which is less than 0.05. Firm size is expressed as the logarithm of
total assets; therefore, firms with higher total assets tend to rely less on debt
financing, and vice versa. Based on these findings, Hypothesis 3: Firm size has a
negative and statistically significant effect on capital structure, is accepted.

5. Conclusion

This paper examines both the theoretical and practical aspects of the
interdependence between firms’ asset structure and capital structure. From a
theoretical perspective, it can be concluded that the Serbian market is characterized
by structural weaknesses, which means that the principle of optimal financial
decision-making is not always applicable. Reliance on bank loans is widespread
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and represents the primary source of external financing, while the issuance of
shares and bonds is rare due to the underdevelopment and limited accessibility of
the capital market. In addition, secondary financial markets are underdeveloped,
with limited liquidity of financial instruments, that prevents capital structure from
being adjusted in line with changes in asset structure. Although the market is
generally bank-centered, financing is further constrained by low credit ratings and
high borrowing costs. Another challenge is the low level of financial literacy,
which often results in financial decisions being made as a compromise shaped by
limitations rather than as the outcome of optimal strategic choice.

The focus of this paper is to examine the factors that determine the capital
structure of companies operating in the Republic of Serbia. The analysis was
conducted using secondary data obtained from publicly available financial
statements of companies. The dependent variable in the study is capital structure,
defined as the debt-to-equity ratio. The independent variables used in the research
are asset structure, asset growth, and firm size.

The sample was formed based on the list of the “Top 100 Companies in 2023.”
The Serbian Business Registers Agency ranks companies in the Republic of Serbia
according to four criteria: operating revenue, net profit, total assets, and equity. For
the purposes of this research, we selected the list of the most successful companies
based on operating revenue. The correlation analysis showed that there is a certain
degree of alignment between the dependent variable capital structure and the
independent variables.

The results of the multiple linear regression analysis showed that asset structure
and firm size have a statistically significant negative effect on capital structure.
Firms with lower debt-to-equity ratios tend to have a higher share of fixed assets in
total assets and be larger in size. As assets grow, leverage also increases, which
means that asset growth has a positive and statistically significant effect on the
capital structure of companies. Balancing the use of equity and debt for financing
further growth and development is therefore a task that managers must address
based on the characteristics and performance of their firms.

The limitations of the conducted research provide a basis for future studies.
The research for this paper was limited to the territory of the Republic of Serbia
and to companies included in the list of the Serbian Business Registers Agency
(SBRA) ranked by revenue. Future research could focus on companies operating in
other post-socialist Balkan countries. In addition, other determinants could be
included in the analysis, as well as examine whether differences in the studied
factors exist across industries. The analysis covered a five-year period from 2019
to 2023. Extending the analysis over a longer time frame would yield more precise
results, although the five-year period nonetheless provides a solid basis for drawing
conclusions.
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UNAPREDENJE PERFORMANSI PREDUZECA
USKLADIVANJEM ODNOSA IZMEDU IMOVINE I
STRUKTURE KAPITALA - SLUCAJ REPUBLIKE SRBIJE

Apstrakt. Primarni cilj ovog istrazivanja je ispitivanje da li struktura i rast
sredstava preduzeéa mogu da uticu na strukturu kapitala sa ciljem
unapredenja poslovanja preduzeéa. Da bi se postigao definisani cilj, razvijen je
model multiple linearne regresije uz prethodno ispitivanje svih uslova za
njegovu primenu. Uzorak za istrazivanje obuhvatao je 88 preduzecéa koja su na
listi najuspesnijih po ostvarenim prihodima u Republici Srbiji za 2023. godinu.
Prikupljeni su sekundarni podaci iz finansijskih izvestaja za petogodisnji
period 2019-2023. godine. Zavisna varijabla je struktura kapitala, koja
predstavlja odnos izmedu Total Liabilities 1 Total Equity. Nezavisne varijable
su: struktura sredstava (merena odnosom Fixed Assets i Total Assets), rast
sredstava (procentualno povecéanje u odnosu na prethodnu godinu) i veli¢ina
preduzeca (prirodnim logaritmom ukupne aktive). Rezultati sprovedene analize
su pokazali da sve nezavisne varijable imaju statisticki znacajan uticaj na
strukturu kapitala preduzeéa u Republici Srbiji, s tim Sto je jedino uticaj
povecanja sredstava pozitivan, dok je uticaj druge dve varijable koriséene u
istrazivanju negativan.

Kljuéne reci: struktura kapitala, struktura sredstava, rast sredstava, velicina
preduzecéa
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