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Abstract 

Capital structure is related to financing from different combination of long term sources 

which include both insider funds as well as outsider funds. Capital structure is the most 

significant aspect while measuring the financial efficiency for any kind of organization. It is 

not only important for the growth of the firms’ value but also it is required to survive in the 

competitive environment. Consequently the measurement of financial efficiency of the 

organization should deliver an indication towards maximizing stockholders wealth which is 

most important from the investment over a definite time horizon. From the above it is clear 

that capital structure of an organization have an important effect on firm’s financial 

efficiency. Therefore, this investigation is related to investigate the effect of capital structure 

on financial efficiency of top ten automobile companies in India for last five years from 2014-

15 to 2018-19. The study considers four financial performance measures, including Net 

Profit Margin, Return on Equity, Return on Total Assets, in addition to Return on Investment 

as dependent variables. Whereas four major capital structure ratios which include the Total 

Debt Equity Ratio, Long Term Debt Equity Ratio, Funded debt to Total Capitalization in 

addition to Equity Ratio is as control variable. The data has collected from secondary 

sources and composed data has been scrutinized by different tools like descriptive statistics, 

correlation and regression analysis for examining the effect of capital structure on financial 

efficiency of top ten automobile companies in India for last five years from 2014-15 to 2018-

19. 

Keywords: Capital Structure, Financial Efficiency, Capital Structure Ratio, Profitability 

Ratios, Top ten Automobile Companies, Correlation, Regression 

 

I. Introduction 

One of the most important responsibilities of a finance manager is to make the optimum 

capital structure. It will lead to maximize the value of firm and minimize the cost of capital. 

Firms without optimum capital structure can survive in the short run but they will face 

problem in the long run. Capital structure represents long term sources of finance in an 

organisation. It can be combination of equity shares, preference shares, debentures and long 
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term loans. The percentage of debt and equity in a company increases or decreases the risk of 

the company and also the risk of shareholders. More debt in the capital structure increases the 

risk and less use of debt reduces the rate of return of its equity shareholders. There are many 

factors such as financial leverage or trading on equity, growth and stability of sales, cost of 

capital, size of a firm, control necessities of investors, capital market conditions, purpose of 

financing, period of finance, personal consideration are affecting the capital structure of a 

company. The company has to take all these factors into consideration while deciding the 

optimum capital structure which will lead to maximise the value of the firm and minimise 

cost of capital. 

 

Capital structure is the most significant issue while measuring the financial performance of 

any organisation. It is not only important for the growth of the firms’ value but also it is 

required to survive in the competitive environment. Investors do not want to invest in a very 

risky company nor in a low profit making company. Capital structure may not focus on 

shareholders wealth maximization but can help in securing management interest (Dimitris 

and Psillaki, 2008). All organisations must try to increase their market share, finance 

efficiency as well as value addition in the long run. Companies going through financial loss, 

operational problems also try to get funds through debt in short run. Also it is not clear that 

companies which do not use debt financing as well as depending on equity shares is a costly 

source of capital. Therefore the capital structure of the company should frame with equity 

share and debt in such percentage which will give maximum return to the stakeholders, 

maximize the value of the firm and minimize the risk of the company (Dada and Ghazali, 

2016). Capital structure is one of the important concerns for the scholars and so also for the 

practitioners. It is very important for strategic management as it is required and also related to 

the stakeholder’s satisfaction (Roy and Minfang, 2000).  

 

Profitability is one of the factors which show the performance of the management. It shows 

the managers ability to earn return on the company’s investment in a period of time. So it is 

important for the business to earn more than the cost of capital (Owolabi and Obida, 2012)   

The main problem in capital structure decision is to find out different sources of finance and 

their percentage in the capital structure so that it will earn maximum return and minimum risk 

(Dada and Ghazali, 2016; Gambo et al., 2016). The foremost objective of the organisation is 

towards increasing the wealth of stockholders from their investments. Consequently the 

measurement of financial efficiency of the organization should deliver an indication towards 

maximizing stockholders wealth which is most important from the investment over a definite 

time. From the above it is clear that capital structure of an organisation have a significant 

effect on firm’s financial efficiency. Consequently, this investigation is related to investigate 

the effect of capital structure on financial efficiency of top ten automobile companies in India 

for the last five years from 2014-15 to 2018-19. 

 

II. Literature Review 

Tsai (2010) defined capital structure is the long term sources of finance which includes both 

equity and debt. However Nirajini and Priya (2013) explained that capital structure is the 
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financing with long term sources as equity share, preference shares, debentures and long term 

loans. Similarly, Lambe (2014), Akinyomi and Olagunju (2013), Salawu (2009) analysed that 

capital structure is the combination of different financial instruments which is used in the 

organisation in different profit making investments. It is very difficult for the companies to 

get funding for their long term investments. Similarly, Berger and Di Patti (2006) explained 

that trading on equity or financial leverage can be used carefully in the company. High 

leverage will decrease agency cost and can achieve the target of shareholders wealth 

maximization. On the other hand Efobi (2008) demarcated capital structure is mainly divided 

into equity capital and debt capital. Company issues equity shares and gives dividend to the 

shareholders out of the profit of the company at the end of the financial period.  Whereas 

Ihenetu, Iwo and Ebiware (2016) Company takes debt capital from the investors for a long 

period of time to invest in the long term investment activities.  

Owolabi and Obida (2012) analysed and mentioned that there are many measures used by the 

company to know the financial performance. To examine the capital structure many authors 

used earning per share, returns on asset return on equity. By taking this into consideration the 

performance of the managers, the development of the organisation is measured. Also the 

financial performance of the organisation can be measured by analysing the capability of the 

organisation to make profit from different activities. Then again Lambe (2014); Odi (2014); 

Nirajini and Priya (2013); Salawu (2009) explained that debt ratio of the company can be 

taken to decide external financing. Company making profit but less growth opportunities can 

use moderate debt than issuing shares as debt is less costly than equity share. Similarly 

Aiazian, and Kunt demirgne, and Maksimoie (2001) investigated that mostly in developing 

countries factors like size, asset structure and profitability are affecting the optimum capital 

structure of a company. On the other hand Oyakhilome, Ibhaguia and Felicia (2018) in their 

research mentioned there is a positive impact of different capital structure on financial 

performance. Correspondingly, Hoang (2015) examined the 150 Vietnamese listed 

manufacturing companies and found that the impact of short term debt has positive 

significant effect on efficiency of firm whereas long term debt has insignificant effect on 

efficiency of firm.  While, Olokoyo (2013) observed from 101 companies and found that 

financial structure has positive as well as significant relationship with firms’ efficiency. 

 

On the other hand Patjoshi and Nandini (2019) studied the trends of liquidity management 

and their impact on financial performance of CIPLA and SUN PHARMA. Similarly Patjoshi 

and Nandini (2019) examined the interrelationship between capital structure and financial 

efficiency of ACC while Patjoshi and Nandini (2019) examined the comparative financial 

performance of Hindustan Unilever and Nestle India. Whereas Patjoshi (2016) analysed the 

financial performance of HINDLCO and NALCO similarly Patjoshi (2018) analysed liquidity 

management and financial performance practices by ONGC and IOCL. Likewise Patjoshi 

(2014) investigated financing pattern and utilisation of fixed assets of fertilizer industries in 

India. While Nandini (2017) studied the impact of capital structure on financial performance 

of Tata Motor similarly Nandini (2013) examined the financing pattern and utilisation of 

fixed assets: case on Tata Steel and SAIL. 
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III. Objectives of the Study 

This research work is mainly related to investigate the effect of capital structure on financial 

efficiency of top ten automobile companies in India for the last five years from 2014-15 to 

2018-19. Thus the objectives of the study are  

 To examine the capital structure and profitability position of top ten automobile 

companies in India for the last five years from 2014-15 to 2018-19. 

 To measure the effect of capital structure ratios on financial efficiency of top ten 

automobile companies in India for the last five years from 2014-15 to 2018-19. 

 

IV. Methodology of the Study 

For studying the mentioned research objectives the data has been composed from secondary 

sources. The data has been composed from the financial statements, available in different 

websites of top ten automobile companies in India for the last five years from 2014-15 to 

2018-19. The study considers four financial performance measures, including Net Profit 

Margin (NPM), Return on Equity (ROE), Return on Total Assets (ROTA), and Return on 

Investment (ROI) as dependent variables. And four capital structure ratios including Total 

Debt Equity Ratio (TDER), Long Term Debt Equity Ratio (LTDER), Funded Debt to Total 

Capitalisation (FDTC) and Equity Ratio (ER) is as control variable. The data has been  

collected from secondary source and composed data has been scrutinized by different tools 

like descriptive statistics, correlation and regression analysis for examining the effect of 

capital structure on financial efficiency of top ten automobile companies in India for the last 

five years from 2014-15 to 2018-19. 

 

Top 10 Automobile Companies in India 

Indian automobile sector has gone a long way from very less variety of cars to a different 

variety of cars. Now there are number of automobile industry producing and selling in Indian 

market. If we will look at Indian market, Maruti Suzuki is in the top. Continuously Maruti 

Suzuki is leading the first position among other automobile company. In past days Indian 

auto companies were mainly depended on foreign technologies. But now these industries are 

using their own technology. As the demand of automobiles is increasing in Indian market, the 

automobile Industries are trying to produce more. Also the global companies are finding 

Indian Market as the opportunity to earn more profit. The Indian automobile industry is 

contributing nearly 49% of the manufacturing GDP and 7.5% to its overall GDP in India. The 

sector gives employment to nearly 32 million people. In 2018, the Indian automobile Industry 

becomes the top four principal in the world. In the last ten years, two wheelers production has 

around trebled, and the production of passenger vehicles as well as commercial vehicles has 

doubled in India. Now the automobile industry is in pessimism and jumbled by varying 

views. While some people are positive some are doubtful. In future the confusion will be 

more due to the introduction of electric vehicles (www.business.mapsofindia.com). 
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List of Top 10 Automobile Companies in India (Rupees in Crores) 

ET 500 Rank Company Turnover PAT MCRP CR Assets 

7 Tata Motors Ltd. 123222.9 9273.62 56499.77 52209.48 

21 Mahindra & Mahindra Ltd. 37026.37 3079.73 49945.17 36926.19 

19 Maruti Suzuki India Ltd. 38140.69 2382.37 31475.63 14762.9 

41 Hero MotoCorp Ltd. 19669.29 1927.9 40398.63 4447.22 

46 Bajaj Auto Ltd. 17008.05 3454.89 46885.69 5154.96 

67 Ashok Leyland Ltd. 11133.04 631.3 6653.15 6621.16 

101 Sundaram Clayton Ltd. 7419.41 64.63 529.23 2428.87 

110 TVS Motor Company Ltd. 6569.99 127.94 2985 1745.06 

148 Eicher Motors Ltd. 5138.64 243.12 4448.27 474.14 

396 Force Motors Ltd. 1574.05 58.62 730.05 583 

Source: www.business.mapsofindia.com 

 

V. Analysis and Interpretation 

Analysis of different Capital Structure Ratios of top ten Automobile Companies in 

India 

The table -I displays the trend of different capital structure ratios of top ten automobile 

companies which is explained below. 

 

The Total Debt to Equity Ratio (TDER) is the association among total debt and shareholder’s 

funds. TDER is utmost measures the long term solvency of firm. Usually a lesser TDER is an 

indication of lesser risk to the firm. In contrast, a higher TDER describes higher risk to the 

firm. Table I demonstrates that trend of TDER of top ten automobile companies and it’s 

varied between 1.64 in the year 2015-16 and 2.02 in the last year of study 2018-19. The 

average TDER of the automobile companies was 1.81, which is closer to the standard ratio of 

2:1. Nevertheless during the year 2015-16, 2016-17 and 2017-18 the ratio recorded lesser 

than the standard ratio of 2:1. Hence, TDER is unsatisfactory during the year 2015-16, 2016-

17 and 2017-18; the company ability to meet its long-term necessities was inacceptable.  

 

Equally, Long Term Debt to Equity Ratio (LTDER) is also measured the long term solvency 

of a firm. It is the association among long term debt and net worth. It can be noticed from the 

table -I that the LTDER of top ten automobile companies vary from 0.60 (2015-16) to 0.86 

(2018-19). The average LTDER of the automobile companies was 0.74. If LTDER is less 

than one designates a higher confidence on capital invested by shareholders than the fund 

invested by outsiders of the organisation. Consequently LTDER of auto sector was logged 

less as compare to the standard ratio.  

 

Similar to TDER and LTDER other two solvency ratios Funded Debt to Total Capitalization 

ratio (FDTC) and Equity Ratio (ER) are also measured the long term solvency of a firm. 

FDTC is the ratio of funded debt to the sum of funded debt and shareholders’ equity (total 

capitalization). However there is no ‘rule of thumb’ but still lesser the dependence on 

outsiders the better for the firm. If this is around 0.50 or 0.55 then it may be acceptable. It can 
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be noticed from the table -I that FDTC of top ten automobile companies varies between 0.38 

(2015-16) to 0.46 (2018-19). The average FDTC of the automobile companies was 0.42. As 

FDTC is lesser than 0.50 for the automobile companies therefore it found satisfactory for the 

study period. An equity ratio is the association among shareholders’ funds and total asset. A 

low equity ratio indicates that the firm has mainly used debt to acquire assets, which is 

extensively observed as a sign of greater financial risk. Equity ratios with higher value 

usually designate that firm efficiently funded its asset necessities with a nominal amount of 

debt. Equity ratios that of 0.50 or less than 0.50 are considered leveraged companies. It can 

notice from the table -I that ER of top ten automobile companies varies between 0.52 (2018-

19) to 0.61 (2015-16). The average ER during the study period was 0.56 for automobile 

companies found to be satisfactory for the study period. 

 

Table-I Trend of Capital Structure Ratio and Financial Efficiency Ratio of top ten 

Automobile Companies in India 

Particulars / Year 2014-15 2015-16 2016-17 2017-18 2018-19 Average 

TDER 1.93 1.64 1.77 1.67 2.02 1.81 

LTDER 0.82 0.6 0.76 0.65 0.86 0.74 

FDTC 0.45 0.38 0.43 0.39 0.46 0.42 

ER 0.53 0.61 0.55 0.59 0.52 0.56 

NPM 5.56% 5.44% 5.18% 5.55% -0.62% 4.22% 

ROE 20.11% 16.93% 16.18% 14.65% -1.93% 13.19% 

ROTA 10.71% 10.27% 8.95% 8.61% -1.00% 7.51% 

ROI 16.72% 16.61% 16.04% 14.64% -1.59% 12.48% 

 

Analysis of different Financial Efficiency Ratios of top ten Automobile Companies in 

India 

The table-I also indicates the different financial efficiency ratios and their trend of top ten 

automobile companies which has elaborated below. 

 

Net profit margin (NPM) designates the financial efficiency of a firm. By studying the of top 

ten automobile companies NPM, it can observe that NPM of top ten automobile companies 

have shown a decreasing trend and came down to negative and varies between 5.56% in the 

first year 2014-15 to -0.62% in the last year 2018-19 with a mean of 4.22%. Similarly Return 

on Equity (ROE) indicates the rate of return on capitals provided by a firm’s owners’ equity. 

Thus, it is also known as return on owners’ equity. From the table-I it can observe that ROE 

of top ten automobile companies show a decreasing trend from 2014-15 to 2018-19. It logged 

a maximum of 20.11% in 2014-15 and a minimum of -1.93% in 2018-19 with an average of 

13.19%.   

 

Return on Total Assets (ROTA) is the relationship between firm's earnings before interest 

and taxes (EBIT) relative to its total assets whereas Return on Investment (ROI) is earnings 

before interest & taxes (EBIT) and capital employed. Likewise NPM and ROE other 

profitability ratios (ROTA and ROI) of top ten automobile companies have shown a 
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diminishing trend. The ROTA and ROI of top ten automobile companies have come down 

from 10.71% and 16.72% to -1.00% and -1.59% respectively from 2014-15 to 2018-19. 

These ratios have logged average of 7.51% and 12.48% correspondingly for ROTA and ROI 

of top ten automobile companies over the study period. 

 

Descriptive Analysis of Capital Structure Ratio and Financial Efficiency Ratio of top 

ten Automobile Companies in India 

From the table-II it can observe that the four independent variables TDER, LTDER, FDTC 

and ER of top ten automobile companies have logged mean value of 1.72, 0.74, 0.29 and 

0.69, respectively for the study period. TDER recorded highest mean whereas FDTC logged 

lowest mean of top ten automobile companies for the study period. But, the standard 

deviations of TDER, LTDER, FDTC and ER are 1.50, 0.88, 0.28 and 0.29, respectively. Like 

mean, TDER logged highest standard deviations whereas FDTC logged lowest standard 

deviations of top ten automobile companies. All variables except ER are positively skewed. 

LTDER have recorded positive kurtosis value while TDER, FDTC and ER have recorded 

negative kurtosis value for the study period.  

 

Table-II Descriptive Analysis of Capital Structure Ratio and Financial Efficiency Ratio 

of top ten Automobile Companies in India 

Particulars TDER LTDER FDTC ER NPM ROE ROTA ROI 

Mean 1.72 0.74 0.29 0.69 0.07 0.19 0.14 0.59 

Standard Deviation 1.50 0.88 0.28 0.29 0.06 0.13 0.10 0.99 

Kurtosis -0.42 1.15 -1.72 -1.76 0.94 13.53 0.99 18.08 

Skewness 0.72 1.21 0.22 -0.15 0.39 -2.91 -0.11 3.72 

Minimum 0.24 0.00 0.00 0.19 -0.10 -0.48 -0.19 -0.28 

Maximum 5.69 3.57 0.78 1.00 0.21 0.36 0.35 6.03 

 

By look into the Table-II, between four dependent variables of top ten automobile companies 

that measure the firms’ performance, NPM has the lowest mean (0.07) while ROI has the 

highest mean (0.59). On the other hand ROI has the maximum volatility which equal to 0.99 

whereas the volatility of NPM is the minimum (0.06). ROE and ROTA have the negative 

skewness which is -2.91 and -0.11, respectively. Conversely, NPM and ROE skewed 

positively. ROE and ROI also have much larger excess kurtosis than NPM and ROTA. 

 

Analysis of Correlation of Capital Structure Ratio and Financial Efficiency Ratio of top 

ten Automobile Companies in India 

Correlation analysis accomplishes relationship between sample capital structure and financial 

efficiency ratios of top ten automobile companies elaborated in Table-III. The correlation 

results of different sample capital structure as well as financial efficiency ratios have 

elaborated below. 
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Table-III Correlation Matrix of Capital Structure Ratio and Financial Efficiency Ratio 

of top ten Automobile Companies in India 

Particulars TDER LTDER FDTC ER NPM ROE ROTA ROI 

TDER 1.00 
       

LTDER 0.97 1.00 
      

FDTC 0.96 0.93 1.00 
     

ER -0.96 -0.92 -0.99 1.00 
    

NPM -0.68 -0.58 -0.69 0.69 1.00 
   

ROE -0.19 -0.14 -0.23 0.19 0.57 1.00 
  

ROTA -0.69 -0.65 -0.74 0.72 0.81 0.76 1.00 
 

ROI -0.49 -0.44 -0.52 0.53 0.66 0.32 0.60 1.00 

 

TDER, LTDER and FDTC of top ten automobile companies are negatively correlated to all 

financial efficiency ratios (NPM, ROE, ROTA and ROI). On the other hand, ER of top ten 

automobile companies is positively correlated with all financial efficiency ratios (NPM, 

ROE, ROTA and ROI). ER is extremely correlated to ROTA (0.72) and less correlated to 

ROE (0.19).  

 

Regression Analysis Net Profit Margin and Capital Structure Ratio 

Table-IV shows the regression result considering NPM as dependent variable with the capital 

structure ratios as independent variables. The goodness of fit significances of standard linear 

multiple regressions through NPM as the dependent variable and various factors as 

predictors, the model result and model coefficients have shown in table-IV. 

 

Table-IV Regression Results for Net Profit Margin as Dependent Variable 

Regression Statistics 

R Square 0.5977 Adjusted R Square 0.5619 

Goodness of Fit – ANOVA 

F 16.7133 Significance F 0.0000 

Regression Coefficients 

Particulars Coefficients t Stat P-value 

Intercept 0.2142 1.6887 0.0982 

TDER -0.0747 -3.2103 0.0024 

LTDER 0.1065 3.6237 0.0007 

FDTC -0.1426 -1.0399 0.3040 

ER -0.0715 -0.5700 0.5715 

 

The R Square (0.5977) and adjusted R Square (0.5619) indicate that there is moderate 

deviation in NPM is formulated by the independent variables involved in the model. The 

ANOVA result displays that there is a statistically significant association as the F value of 

16.7133 and a P-value < 0.01. TDER has a negative coefficient and P value of 0.0024 (less 

than 1%) signifies that there is a negative but statistically significant relationship among 

NPM and TDER at 1% levels. Whereas LTDER has a positive coefficient and P value of 
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0.0007 (less than 1%) signifies that there is a positive and statistically significant relationship 

between NPM and LTDER at 1% levels. On the other hand FDTC as well as ER have a 

negative coefficient and P value of 0.3040 and 0.5715 respectively which are more than 10%, 

signifies that there is a negative and statistically insignificant relationship among NPM and 

FDTC as well as ER at 10% levels. 

Regression Analysis Return on Equity and Capital Structure Ratio 

Table-V shows the regression result considering ROE as dependent variable with the capital 

structure ratios as independent variables. The goodness of fit significances of standard linear 

multiple regressions through ROE as the dependent variable and various factors as predictors, 

the model result and model coefficients have shown table-V 

 

Table-V Regression Results for Return on Equity as Dependent Variable 

Model Summary 

R Square 0.1629 Adjusted R Square 0.0885 

Goodness of Fit – ANOVA 

F 2.1900 Significance F 0.0853 

Regression Coefficients 

Particulars Coefficients t Stat P-value 

Intercept 1.0166 2.4759 0.0171 

TDER -0.0892 -1.1841 0.2426 

LTDER 0.1817 1.9093 0.0626 

FDTC -0.9557 -2.1532 0.0367 

ER -0.7643 -1.8829 0.0662 

 

The R Square (0.1629) and adjusted R Square (0.0885) indicate that there is very low 

deviation in ROE is formulated by the independent variables involved in the model. The 

ANOVA result displays that there is a statistically significant association as the F value of 

2.1900 and a P-value < 0.10. TDER has a negative coefficient and P value of 0.2426 (more 

than 10%) signifies that there is a negative and statistically insignificant relationship among 

ROE and TDER. Whereas LTDER has a positive coefficient and P value of 0.0626 (less than 

10%) signifies that there is a positive and statistically significant relationship among ROE 

and LTDER at 10% levels. On the other hand FDTC as well as ER have a negative 

coefficient and P value of 0.0367 (less than 5%) and 0.0662 (less than 10%) respectively 

signifies that there is a negative but statistically significant relationship among ROE and 

FDTC as well as ER. 

 

Regression Analysis Return on Total Assets and Capital Structure Ratio 

Table-VI shows the regression result considering ROTA as dependent variable with the 

capital structure ratios as independent variables. The goodness of fit significances of standard 

linear multiple regressions through ROTA as the dependent variable and various factors as 

predictors, the model result and model coefficients have shown table-VI 
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Table-VI Regression Results for Return on Total Assets as Dependent Variable 

Model Summary 

R Square 0.5587 Adjusted R Square 0.5195 

Goodness of Fit – ANOVA 

F 14.2447 Significance F 0.0000 

Regression Coefficients 

Particulars Coefficients t Stat P-value 

Intercept 0.3741 1.5911 0.1186 

TDER -0.0291 -0.6736 0.5040 

LTDER 0.0671 1.2315 0.2245 

FDTC -0.4639 -1.8252 0.0746 

ER -0.1437 -0.6183 0.5395 

 

The R Square (0.5587) and adjusted R Square (0.5195) indicate that there is moderate 

deviation in ROTA is formulated by the independent variables involved in the model. The 

ANOVA result displays that there is a statistically significant association as the F value of 

14.2447 and a P-value < 0.01. TDER has a negative coefficient and P value of 0.5040 (more 

than 10%) signifies that there is a negative and statistically insignificant relationship among 

ROTA and TDER at 10% levels. Whereas LTDER has a positive coefficient and P value of 

0.2245 (more than 10%) signifies that there is a positive but statistically insignificant 

relationship among ROTA and LTDER at 10% levels. On the other hand FDTC has a 

negative coefficient and P value of 0.0746 (less than 10%) which indicates that there is a 

negative but statistically significant relationship between ROTA and FDTC at 10% levels. 

Nonetheless ER has a negative coefficient and P value of 0.5395 (more than 10%) which 

indicates that there is a negative and statistically insignificant relationship among ROTA and 

ER at 10% levels. 

 

Regression Analysis Return on Investment and Capital Structure Ratio 

Table-VII shows the regression result considering ROI as dependent variable with the capital 

structure ratios as independent variables. The goodness of fit significances of standard linear 

multiple regressions through ROI as the dependent variable and various factors as predictors, 

the model result and model coefficients have shown table-VII. 

 

Table-VII Regression Results for Return on Investment as Dependent Variable 

 

Model Summary 

R Square 0.3013 Adjusted R Square 0.2392 

Goodness of Fit – ANOVA 

F 4.8505 Significance F 0.0024 
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Regression Coefficients 

Particulars Coefficients t Stat P-value 

Intercept -0.2365 -0.0832 0.9341 

TDER -0.2927 -0.5616 0.5772 

LTDER 0.6794 1.0315 0.3078 

FDTC -0.7514 -0.2446 0.8079 

ER 1.5394 0.5479 0.5864 

 

The R Square (0.3013) and adjusted R Square (0.2392) indicate that there is moderate 

deviation in ROI is formulated by the independent variables involved in the model. The 

ANOVA result displays that there is a statistically significant association as the F value of 

4.8505 and a P-value < 0.01. TDER has a negative coefficient and P value of 0.5772 (more 

than 10%) signifies that there is a negative and statistically insignificant relationship among 

ROI and TDER at 10% levels. Whereas LTDER has a positive coefficient and P value of 

0.3078 (more than 10%) signifies that there is a positive but statistically insignificant 

relationship among ROI and LTDER at 10% levels. On the other hand FDTC has a negative 

coefficient and P value of 0.8079 (more than 10%) which indicates that there is a negative 

and statistically insignificant relationship among ROI and FDTC at 10% levels. Nonetheless 

ER has a positive coefficient and P value of 0.5864 (more than 10%) which indicates that 

there is a positive but statistically insignificant relationship among ROI and ER at 10% 

levels. 

 

VI. Conclusion 

This study is related to examine the effect of capital structure on financial efficiency of top 

ten automobile companies in India for a period of five years from 2014-15 to 2018-19. The 

study considers four financial performance measures, including Net Profit Margin, Return on 

Equity, Return on Total Assets, and Return on Investment as dependent variables. And four 

capital structure ratios including Total Debt Equity Ratio, Long Term Debt Equity Ratio, and 

Funded Debt to Total Capitalisation ratio and Equity Ratio as control variable. The data has 

collected from secondary source and composed data has been scrutinized by different tools 

like descriptive statistics, correlation and regression analysis for examining the effect of 

capital structure on financial efficiency of top ten automobile companies in India for a period 

of five years from 2014-15 to 2018-19. TDER and LTDER have similar trend and recorded 

lesser than the standard ratio. Hence, both the ratios found to be unsatisfactory for the top ten 

automobile companies in India; the company ability to encounter its long-term requirements 

was unsatisfactory. On the other hand FDTC and ER have identical trend and found to be 

satisfactory for the study period for top ten automobile companies. In correlation between 

capital structure and financial efficiency ratio found TDER, LTDER and FDTC are 
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negatively correlated to all financial efficiency ratios (NPM, ROE, ROTA and ROI). ER is 

positively correlated with all financial efficiency ratios (NPM, ROE, ROTA and ROI). ER is 

extremely correlated to ROTA (0.72) and less correlated to ROE (0.19).  It can observe from 

regression analysis for NPM with capital structure ratios designate significant associations on 

TDER and LTDER while FDTC as well as ER have labelled insignificant associations on 

NPM. While the regression analysis for ROE with capital structure ratios designate 

significant associations on LTDER, FDTC, as well as ER however TDER has designated 

insignificant associations on ROE. Similarly the regression analyses for ROI with capital 

structure ratios designate significant associations on FDTC however TDER, LTDER and ER 

have designated insignificant associations on ROI. However the regression analysis for ROI 

with capital structure ratios designates insignificant associations on all capital structure ratios 

on ROI.  
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