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ABSTRACT  

This study examined the effect of total debt to assets equity, total debt to assets, long-term debt to assets, and 

short-term debt to assets on the valuation of publicly listed Information and Communication Technology (ICT) 

firms in Nigeria from 2014 to 2023. Size was utilized as a moderating variable. The study population comprises 

seven (7) information and communication technology firms. The sample selection was conducted utilizing the 

census sampling method. As a result, we collected all seven samples. Secondary data was obtained from the 

annual reports of the selected companies, and panel data analysis was conducted using fixed effects, random 

effects, and pooled ordinary least squares methods. Hausman's Chi-square statistics were employed to analyze 

the data. The research analyzed three categories of debt: total debt, long-term debt, and short-term debt. Each of 

the three factors demonstrated a positive impact on the company's value, with statistical values of t = 2.6102 (P 

< 0.05), t = 2.7710 (P < 0.05), and t = 2.9254 (P < 0.05). The debt-to-equity ratio negatively impacted Tobin’s 

Q (t = -2.1227, P < 0.05). The study recommended that ICT firm management reduce the debt-to-equity ratio, 

achievable through a decrease in debt and an increase in equity. ICT companies listed on the stock market should 

aim to replace a minimum of 75% of their debt with equity by utilizing bonus issues, rights issues, and increasing 

retained earnings to enhance the company's value. 

Keywords: Capital structure, Debt to equity, Total debt, Long term debt, short term debt, firm size, firm value.  

INTRODUCTION  

The relationship between capital structure and firm performance has been a topic of significant discussion in 

corporate finance. The main theories used in financial management research to look at the link between capital 

structure and firm performance are the pecking order theory, the trade-off theory, and the agency cost theory. In 

developing economies like Nigeria, this relationship is even more important because businesses try to find the 

best balance between equity and debt financing (both short- and long-term) to meet the needs of all stakeholders. 

This balance represents the primary claims on a firm's assets, supports growth, and enhances overall financial 

performance (Fakunle, Omole & Adewumi, 2024; Ogunsola & Oghereoparabo, 2022). Capital structure is 

quantifiable via the debt-to-asset ratio and the debt-to-equity ratio. An increase in total asset debt correlates with 

heightened financial risk for the company, potentially diminishing firm value (Ibthia, Muda & Rujiman, 2024). 

Decisions regarding a company's capital structure are essential for its long-term sustainability and competitive 

positioning, ultimately benefiting shareholders through wealth distribution. To maximize owner wealth, a 

company must effectively manage its capital structure by selecting an appropriate capital mix. Integrating both 

debt and equity financing into a company's capital structure aims to minimize the overall cost of capital (Haron, 

2018). The value of a firm is independent of its capital structure under conditions of frictionless capital markets, 

absence of taxes, and lack of asymmetric information, as posited by the Modigliani and Miller theory (MM) of 

https://rsisinternational.org/journals/ijriss
https://rsisinternational.org/journals/ijriss
http://www.rsisinternational.org/
https://dx.doi.org/10.47772/IJRISS.2025.90300334


INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS) 

ISSN No. 2454-6186 | DOI: 10.47772/IJRISS | Volume IX Issue III March 2025 

Page 4189 

www.rsisinternational.org 

 
 
 
 

 
 

1963. The theory of capital structure and its association with firm value has garnered significant attention since 

the Modigliani-Miller theorem. According to MM theory, capital structure decisions are irrelevant, as a 

company's value is determined solely by its future earning potential, which reveals various aspects associated 

with capital structure. The choice of capital structure was found to have a significant impact on firm value and, 

consequently, on shareholders' wealth (Atta Ullah, Saif Ullah, Zaman, & Hashmi, 2020; Baker & Martin, 2021; 

Boshnak, 2022; Chaudhary, Iqbal & Hussain, 2023). Researchers have developed the pecking order theory, 

trade-off theory, and agency cost theory to explain a company's capital structure. The Pecking Order Theory 

posits that firms favor internally generated funds, leading to the observation that highly profitable firms typically 

exhibit lower debt ratios. As a result of many empirical studies (Abu-Abbas, Alhmoud & Algazo, 2019; 

Gharadallou, 2022; Kalantonis, Kallandranis & Setiropoulos, 2021; Chaudhary, Iqbal & Hussain, 2023), this 

idea showed that borrowing money can hurt your profits. According to Chaudhary, Iqbal, and Hussain (2023), 

the capital structure may improve performance and value by providing tax benefits. Conversely, capital structure 

can negatively affect firms due to information gaps, agency costs, financial stress, and bankruptcy costs. To 

enhance the firm's value, managers should structure and utilize it effectively (Kijkasiwat, Hussain, & Mumtax, 

2022). Firm value reflects investors' perceptions of the company's resource management effectiveness 

(Nabilatuttaqiyya & Muhadjir, 2024). The value of a firm indicates its prospective worth. Methods for assessing 

firm value differ based on the diverse objectives of business operations. This study will measure a firm's value 

using Tobin's Q. Ibthia, Muda, and Rujiman (2024) say that firm size is a moderating variable that affects firm 

value because it gives managers chances to increase the firm's assets, make shareholders happier, and make 

funding decisions that aim to maximize firm value. Researchers have conducted several studies to evaluate the 

influence of capital structure on firm value. Previous studies predominantly utilized accounting measures, 

including return on assets, equity, return on capital employed, and earnings per share, in developed and 

developing countries, such as Nigeria. The results of previous studies are inconsistent and inconclusive. Some 

authors, including Dinh & Cuong (2020), David, Oluoch & Joshua (2020), Evbayiro-Osagie & Enadeghe (2022), 

and Aliyu & Eliphus (2022), identified a significant and positive relationship between capital structure and firm 

performance. In contrast, other researchers such as Kasasbah (2021), Ogunsola & Ogheneoparobo (2022), 

Michael & Babajide (2022), Tasema (2024), and Julius & Lucky (2020), along with Ibithia, Muda & Rujiman 

(2024), did not find similar results. Researchers identified a negative association. The two variables are not 

strongly linked, as shown by many studies (Marigu & Ojiegbe, 2020; Ihejirika, Ndugbu, Nbagwu & Ojiegbe, 

2020; Eyong, Ebieri, Adanna & Oti, 2021; Fakunle, Omole & Adewumi, 2024; Sebil, 2024). The impact of the 

structure is minimal. To fill the gaps in our knowledge, this study used Tobin's Q as a proxy for firm value to 

examine how capital structure affects Nigerian listed information and communication firms. The study's goals 

are to look into how the debt-to-equity ratio (DER) affects the value of listed ICT companies in Nigeria; how 

total debt to assets (TDTA) affects the value of listed ICT companies in Nigeria; how long-term debt to assets 

(LTDA) affects the value of listed ICT companies in Nigeria; and how short-term debt to assets (STDA) affects 

the value of listed ICT companies in Nigeria. 

LITERATURE REVIEW  

Capital Structure 

The relationship between capital structure and firm performance has been a topic of significant discussion in 

corporate finance. The main theories used in financial management research to look at the link between capital 

structure and firm performance are the pecking order theory, the trade-off theory, and the agency cost theory. 

This relationship is even more important in developing economies like Nigeria, where businesses try to find the 

best balance between equity and debt financing (both short-term and long-term) to meet the needs of all their 

stakeholders, who have the most important claims on their assets, help them grow, and improve their overall 

financial performance (Fakunle, Omole & Adewumi, 2024; Ogunsola & Oghereoparabo, 2022). The capital 

structure is quantifiable via the debt-to-asset ratio and the debt-to-equity ratio. Increased total asset debt 

correlates with heightened financial risk for the company, potentially diminishing firm value (Ibthia, Muda & 

Rujiman, 2024). Decisions regarding a company's capital structure are essential for its long-term sustainability 

and competitive advantage, ultimately benefiting shareholders through wealth distribution. To maximize owner 

wealth, a company must effectively manage its capital structure by selecting an appropriate capital mix. The 

combination of debt and equity financing within a company's capital structure aims to minimize the overall cost 
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of capital (Haron, 2018). The value of a company doesn't change based on its capital structure in capital markets 

that don't have friction, taxes, or unequal information, as the Modigliani and Miller theory (MM) of 1963 says. 

The theory of capital structure and its association with firm value has garnered significant attention since the 

Modigliani-Miller theorem. According to MM theory, capital structure decisions are deemed irrelevant, as a 

company's value is determined solely by its future earning potential, which reveals various facets associated with 

capital structure. The choice of capital structure has a significant impact on firm value and, consequently, on 

shareholder wealth (Atta Ullah, Saif Ullah, Zaman, & Hashmi, 2020; Baker & Martin, 2021; Boshnak, 2022; 

Chaudhary, Iqbal & Hussain, 2023). Scholars have developed the pecking order theory, trade-off theory, and 

agency cost theory to elucidate a company's capital structure. The Pecking Order Theory posits that firms favor 

internally generated funds, leading to the observation that highly profitable firms typically exhibit lower debt 

ratios. As a result of many empirical studies (Abu-Abbas, Alhmoud & Algazo, 2019; Gharadallou, 2022; 

Kalantonis, Kallandranis & Setiropoulos, 2021; Chaudhary, Iqbal & Hussain, 2023), this idea showed that 

borrowing money can hurt your profits. According to Chaudhary, Iqbal, and Hussain (2023), capital structure 

can improve performance and value by providing tax benefits. On the other hand, it can have negative effects 

due to information gaps, agency costs, financial stress, and bankruptcy costs. To enhance the firm's value, 

managers should structure and utilize it effectively (Kijkasiwat, Hussain, & Mumtax, 2022). Firm value reflects 

investors' perceptions regarding a company's effectiveness in resource management (Nabilatuttaqiyya & 

Muhadjir, 2024). The value of a firm indicates its prospective worth. Methods for measuring firm value vary due 

to differing business purposes. This study will measure a firm's value using Tobin’s Q. Ibthia, Muda, and 

Rujiman (2024) say that firm size affects firm value by giving managers chances to increase the firm's assets, 

make shareholders happier, and make funding decisions that aim to maximize firm value. Researchers have 

conducted several studies to evaluate the influence of capital structure on firm value. Previous studies 

predominantly employed accounting measures, including return on assets, equity, return on capital employed, 

and earnings per share, in developed and developing countries, such as Nigeria. The results of previous studies 

are inconsistent and inconclusive. Some authors, including Dinh & Cuong (2020), David, Oluoch & Joshua 

(2020), Evbayiro-Osagie & Enadeghe (2022), and Aliyu & Eliphus (2022), identified a significant and positive 

relationship between capital structure and firm performance. In contrast, others such as Kasasbah (2021), 

Ogunsola & Ogheneoparobo (2022), Michael & Babajide (2022), Tasema (2024), Julius & Lucky (2020), and 

Ibithia, Muda & Rujiman (2024) did not find similar results. Researchers identified a negative association. The 

two variables are not strongly linked, as shown by many studies (Marigu & Ojiegbe, 2020; Ihejirika, Ndugbu, 

Nbagwu & Ojiegbe, 2020; Eyong, Ebieri, Adanna & Oti, 2021; Fakunle, Omole & Adewumi, 2024; Sebil, 2024). 

The cashless policy has not had a big effect. To fill in the gaps in our knowledge, this study will use Tobin's Q 

as a stand-in for firm value to examine how capital structure affects Nigerian listed information and 

communication firms. The study's goals are to look into how the debt-to-equity ratio (DER) affects the value of 

listed ICT companies in Nigeria; how total debt to assets (TDTA) affects the value of listed ICT companies in 

Nigeria; how long-term debt to assets (LTDA) affects the value of listed ICT companies in Nigeria; and how 

short-term debt to assets (STDA) affects the value of listed ICT companies in Nigeria. 

Debt to equity  

Ratio (DER) 

 

Long term Debt to Assets (LTDA)  

Short term  

 

Debt to Assets                                                                                                                     FIRM VALUE 

  (Tobin’s Q) 

(STDA) 

 

Total Debt to Assets (TDTA) 

 

Developed by the researchers, 2025. 

Figure 1:  The relationship between the independent and the dependent variables as conceived in the study.  
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THEORETICAL REVIEW  

Pecking order Theory 

The pecking order theory, in relation to capital structure and financial performance, offers insights into the 

decision-making processes of firms when it comes to financing their operations. The theory, which was created 

by Myers and Majluf in 1984, says that firms prefer internal financing sources, like retained earnings, over 

external financing sources, like debt or equity issuance, because they worry about unfair selection and lack of 

information. 

Under the pecking order theory, firms prioritize using retained earnings to fund their investments and operations. 

This preference stems from the idea that internal financing does not signal negative information to investors, 

unlike external financing. By relying on retained earnings, companies avoid the costs associated with issuing 

new securities and the potential signal of undervaluation or lack of investment opportunities (Ulum, Adriyana, 

Mahmudah, & Mahirun, 2022). 

Capital structure decisions play a crucial role within the framework of the pecking order theory 

(Georgakopoulos, Toudas, Poutos, Kounadeas, & Tsavalias, 2022). Firms tend to prefer to maintain low levels 

of debt, as higher debt levels may signal financial distress or limited internal financing capacity. This preference 

for lower leverage ratios fits with the idea that companies prefer to get money from within the company over 

getting money from outside sources (Georgakopoulos, Toudas, Poutos, Kounadeas, & Tsavalias, 2022). 

Empirical Review 

There is no doubt that many empirical studies have examined the complex relationship between a company's 

capital structure and its performance, shedding light on the dynamics in various settings and coming to various 

conclusions. Factors such as the industry, country-specific conditions, and the specific performance measures 

used influence the outcomes. In a recent study, Olusola, Mengze, Chimezie, and Chinedum (2022) examined the 

impact of capital structure on the firm performance of some large companies in the Hong Kong stock exchange. 

However, the findings were inconclusive. In another context, Luo and Jiang (2022) evaluated the impact of 

capital structure on financial performance based on an evolutionary neural network model. The study revealed 

that a poor capital structure can negatively impact a company’s finances. In Saudi Arabia, Alzomania's (2021) 

research found a strong positive link between leverage and firm performance, specifically in terms of return on 

assets (ROA) and return on equity (ROE). This result suggests that in Saudi Arabia, increasing leverage can 

improve firm performance. Similarly, Mollah and Matin's research in the pharmaceutical industry in Bangladesh 

in 2021 found a U-shaped relationship between capital structure and firm performance. The result means that 

companies in this sector can do best by keeping their level of debt moderate. Bhattacharya’s (2020) study by 

Bhattacharyya and Bhattacharya (2020) on Indian manufacturing companies found a link between borrowing 

money and the performance of the company. The finding showed that debt financing could help the Indian 

manufacturing sector do better financially. study on Indian ma 

 Bhattarai (2020) examined the effect of capital structure on the financial performance of insurance companies 

in Nepal. The study collected data from the annual reports available on the respective insurance companies' 

websites. We collected panel data from 14 insurance companies in Nepal from 2007/08 to 2015/16, resulting in 

a total of 126 observations. We used the pooled OLS model, random effect model, and fixed effect model for 

data analysis. The study has a return on assets as the dependent variable, whereas total debt ratio, equity to total 

assets, leverage, firm size, liquidity ratio, and asset tangibility are the independent variables. The result 

concluded that equity to total assets, leverage, and asset tangibility had effects on the financial performance in 

Nepalese insurance companies’ cases. 

Pucheta-Martinez & Gallego-Alvarez (2020) examined how board size, board independence, CEO duality, 

female directors, and board compensation affect firm performance in a sample of international The panel data 

sample consists of 34 countries, totaling 10,314 firm-year observations used in this study, and they are divided 

into six geographic zones: Africa, Asia, Nigeria, Latin America, North America, and Oceania. Africa, Asia, 
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Nigeria, Latin America, North America, and Oceania. The results revealed that some board characteristics, such 

as board size, board independence, and having a female director, are positively associated with firm performance, 

whereas CEO duality, contrary to their expectations, also impacts positive firm performance. Moreover, board 

compensation is not associated with firm performance. 

Mazanec (2023) analyzed the impact of the capital structure of 4,000 transport companies in Central Europe. 

According to him, the results demonstrate that a high debt ratio and a large proportion of non-current assets in 

total assets have a negative impact on company performance when compared with the current ratio and the share 

of cash and cash equivalents in total assets. Anoze, Muritala, and Yisau (2023) investigate the impact of capital 

structure on the performance of Nigerian oil and gas companies. They used descriptive statistics and panel 

regression analysis to examine the period 2011-2020. The results of the research demonstrate that, whereas long-

term debt has a significant negative effect on return on assets, short-term debt has positive but insignificant 

impacts (Anozie, Muritala, Ininm, & Yisau, 2023). They recommended that managers of Nigerian companies 

use lower long-term debt since it harms their performance. Authors Ganiyu, Adelopo, Rodionova, and Samuel 

(2019) concluded the opposite during a study of 115 companies in Nigeria. Their findings demonstrate that short-

term debt financing, as compared with long-term debt financing, provided the majority of company financing in 

Nigeria (Ganiyu, Adelopo, Rodionova, & Samuel, 2019). 

Ahmed & Bhuyan (2020) examined the relationship between capital structure and firm performance of service 

sector firms from the Australian stock market using cross-sectional panel data over eleven years (2009-2019), 

or 1001 firm-year observations. Unlike other studies, in this study directional causalities of all performance 

measures were used to identify the cause of firm performance. The study finds that long-term debt dominates 

the debt choices of Australian service sector companies. Although the finding is to some extent similar to trends 

in debt-financed operations observed in companies in developed and developing countries, it is unexpected 

because the sectoral and institutional borrowing rules and regulations in Australia are different from those in 

other parts of the world. 

In their 2021 study of the Indian auto industry, Gupta and Jain also discovered a positive correlation between 

leverage and firm performance, especially in terms of return on assets (ROA) and return on equity (ROE). This 

evidence indicates that debt can have a positive effect on firms in this industry. On the other hand, Chen and Li's 

(2021) study on Chinese listed companies found a non-linear relationship between capital structure and firm 

performance, with an optimal level of leverage. Oztekin's (2021) global panel data analysis, on the other hand, 

showed a significant negative relationship between leverage and firm performance on a global scale, suggesting 

that too much debt may hurt firms in all countries and industries. These dives These different empirical findings 

help us get a better sense of how capital structure choices affect how well a business does in a range of economic 

and geographical conditions. Cuevas-Vargas et al. (2022) used a PLS-SEM method to look at how capital 

structure and new ideas affect the performance of small and medium-sized (SMEs) manufacturing companies in 

Mexico. The result of the study indicates that capital structure has a significant direct effect on innovation and 

an indirect effect on firm performance. In another vein Similarly, we used OLS regression to examine the impact 

of capital structure on 2018 and 2018 performance. nc he results showed a negative and significant impact of all 

measurements of capital structure on ROE, ROA, and Tobin’s Q. In contrasAvci (2016) found a strong negative 

link between capital structure and the performance of manufacturing firms in Borsa Istanbul between 2003 and 

2015. Avci (2016) obtained a significant negative relationship in the examination of the impact of capital 

structure and firm performance of manufacturing firms in Borsa Istanbul during the period of 2003 and 2015. 

Owen and Luis (2019) utilized panel data analysis to investigate the moderating role of profitability in the 

relationship between capital structure and firm value in Jordan. The results revealed an adverse relationship 

between capital structure and firm value. As expected, the ults find that capital structure has a complicated effect 

that is difficult to study without taking into account how profitability affects things as one of the maifactors. The 

current study specifically focused on ACTT firms in Nigeria.  

Using an ordinary regression model, Mai (2020) researched the impact of capital structure on the value of capital 

structure on the value of firms in the plastic and packaging industry listed on the stock exchange in the period 

2012-2018, and the results indicated that the capital structure measured by DA and SDA harms the firm value 
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(Tobin’s Q). Also, ROA as a measFurthermore, performance and size have a positive impact on firm value. The 

current study was conducted in the listed ICT firms in Nigeria. 

Similarly, Muhammad, Bala, and Abdullahi (2020) conducted an empirical study on the moderating role played 

by environmental dynamismin the relationship between leverage and profitability in the Nigerian information 

and communication technology (ICT) sector between 2010 and 2015. Using STATA software Version 13 to do 

a multiple regression analysis of the data, the results showed that there is a negative significant relationship 

between leverage and return on investment (ROI), but that environmental dynamism has a positive moderating 

effect on this relationship. The study also the study also found a significant positive link between leverage and 

return on equity (ROE), but environmental dynamism had a negative effect on the relationship. The study 

concluded that environmental dynamism moderates the relationship between capital structure and financial 

performance of listed ICT firms in Nigeria. The study recommended that the ICT companies should not blindly 

adopt debt as a means of improving their financial performance without giving due consideration to the 

environment within which they operate. The current study uses This study used ordinary least squares, fixed 

effect, and random effect regression models all together. Tobin's Q was used to measure firm value, and the time 

frame was expanded to 2020. The reviewed study looked at the role played by environmental dynamism on the 

relationship between leverage and profitability, while the current study considered the effect of capital structure 

on firm value.  Using a regression model and a random effect model, Abubakar (2021) investigated the effect of 

financial leverage on financial performance over the period from 2005 to 2018. The regression model result 

indicated STDR and LTDR have no significant effect on the financial performance, and TDER has a negative 

but significant effect on the financial performance measured by ROE. The study concluded that higher financial 

leverage affects shareholders’ wealth. The findings support the trade-off theory, while the findings of the current 

study support both the agency theory and the pecking order theory. 

The listed ICT firms served as the study's subjects. The current study was conducted in the listed ICT firms. 

Similarly, Alhassan (2021) utilized a fixed effect regression model to test the impact of capital on the 

performance of Nigerian consumer goods companies from 2011 to 2020. Findings revealed that debt-to-equity 

ratio and long-term debt had a positive impact on financial performance, while short-term debt had a negative 

impact. The study concluded that consumer goods companies should adopt policies that encourage increased in 

profit after tax, retained earnings, and low-interest long-term debt. The listed ICT firm in Nigeria conducted the 

current study. The current study proxies performance using Tobin’s Q and adds TD to the proxy capital structure. 

Employing a different approach, Asen, Nwude, Idamoyibo, Ufodiama, and Udo (2021) investigated the impact 

The results showed that performance, as measured by ROE and Tobin's Q, has a big effect on SDTA, SIZE, 

LDTA, and TDTA. On the other hand, ROA harms LDTA, DE, and TDTAital structure on firms’ performance 

in Nigeria from 1999 to 2018. The resignificant impacted that performance, as measured by ROE and Tobin's 

Q, has a big effect on SDTA, SIZE, LDTA, and TDTA. On the other hand, ROA harms LDTA, DE, and TDTA. 

Findings also revealed a robust relationship between Tobin’s Q and financial performance compared to other 

book values. Tobin’s Q was a better measure of performance within the period under review. The study revealed 

that Nigerian firms are keenly financed by short-term debt supporting the pecking order theory. The study 

concluded that no single theory can sufficiently explain the capital structure effect on firm performance. The 

study examined the non-financial sector using annualized panel data and Tobin's Q to measure firm value. The 

current study focused on the listed ICT sector and used ROA and ROE to measure performance. The researchers 

used ordinary least squares to test performance. The researchers employed ordinary least squares in their multiple 

regression analyses. The results indicated that capital structure could explain 65% of changes in firm value.  

Over a nine-year period, Okeke (2019) conducted an empirical study on the effect of capital structure on firm 

value. To test their ideas, the researchers used ordinary least squares regression. The outcome showed that capital 

structure could account for 65% of changes in firm value. support the trade-off theory. The study therefore 

concluded that capital structure concerning long-term debt was negatively but statistically significant to firm 

value. The study recommended a closer relationship between firms and their value. The listed ICT firms were 

the focus of the current study. The findings of the current study support the pecking order theory. 
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In the same way, Ai and Dihin's (2021) more recent study used simultaneous tests to look at how return on assets, 

debt-to-equity ratio, and company size changed the value of food and drink manufacturing companies on the 

IDX over five years, from 2014 to 2018. The study found that return on assets, debt-to-equity ratio, and company 

size all had an impact on the value of the company. However, return on assets had a positive and significant 

effect on company value on its own, while debt-to-equity ratio did not. The company size did not have a 

significant effect. The study concluded that size is not a factor that investors consider in their investment. We 

conducted the current study in Nigeria, specifically focusing on listed ICT firms. 

Using multiple repression analyses Success, Ibrahim, and Blessing (2022) examined the effect of leverage on 

the profitability of information and communication technology companies listed on the Nigeria Stock Exchange 

for the period 2012 to 2020. The results showed that there is no significant relationship between leverage (TDR) 

and profitability measured by ROA. The study recommended that ICT companies should watch carefully their 

continued use of leverage in their operations to ensure the continued survival of the company. The two studies 

differ as a result of the inclusion of Tobin’s Q, LTDA, LTDA, and DER that were not previously examined. 

Olaoye and Adesina (2022) used descriptive and inferential statistical tools to examine the impact of capital 

structure on financial performance. The results revealed that DER has an insignificant negative effect on ROA 

and a direct insignificant effect on NPM. Contrarily, DER has a direct significant effect on ROE of the sampled 

manufacturing companies. TDTA has a positive but insignificant effect on ROA, ROE, and NPM, while SDTA 

and LDTA have a negative effect. This implies that the management of these companies should always be guided 

in their capital structure decisions to optimize their financial performance. This research was carried out in 

Nigeria, specifically in the publicly traded ICT companies. The current study analyzed data by using a panel data 

regression technique and a proxy firm value,. Tobin’s Q. 

In another more recent study in Vietnam, Luu (2021) conducted a study on the impact of capital structure on 

firm value: A case study in Vietnam from 2012 to 2019. We analyzed the data collected from the respective 23 

chemical firms using ordinary least square regression, FEM, and REM methods. Results indicate that capital 

structure has an inverse correlation with firm value proxies, according to Tobin’s Q. Furthermore, firms with 

greater asset turnover, business size, and number of years of operation have lower firm value. The study 

concluded that chemical firms should adjust their capital structure in the direction of decreasing the debt ratio 

and increasing equity. The current study limited its scope to the listed ICT firms and measured firm value using 

Tobin’s Q. 

 As I looked over the past research, I noticed that there were some conceptual and contextual research gaps in 

the discussion of how capital structure affects a company's financial performance. Taking into account the 

different and sometimes contradictory views of the scholars, it is possible to say that the relationship between 

them and empirical evidence shows that capital structure depends a lot on the specifics. 

METHODOLOGY 

This study employed an ex post facto research design. The population is made up of all information and 

communication technology firms that are listed on the floor of the Nigeria Exchange Group (NGX) market for 

the period between 2013 and 2023. As of 31st December, 2023, the total number of listed information and 

communication firms was eight (8). However, to obtain our sample size, this study focused on those firms that 

joined the Nigerian Exchange Group before 2013 and remained on the exchange until 2023. To this end, firms 

listed after the start period (2014) of this study were rejected, bringing the final sample size to seven (7) 

information and communication technology firms. Data collection was from published annual reports of the 

selected listed ICT firms on both the dependent variables (DER, TDTA, LTDA, STDA) and the dependent 

variables (ROA and ROE). We obtained the published financial records of the selected listed firms over a ten-

year period, from 2014 to 2023. Multiple regression analysis, testing for model specification errors, testing for 

heteroscedasticity, and multicollinearity testing using the variance inflation factor (VIF) were all parts of the 

study. We also carried out a test for fixed and random There were both random and fixed effects in the results. 

We used the Hausman specification test to identify the best model, which in this case was the fixed effect 

model.ts. There were both random and fixed effects in the results. The Hausman specification test was used to 

find the best model, which in this case was the fixed effect model. 
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Model Specification 

This study adopts the Ogunleye (2023) model and expresses it economically as follows: 

FV = f{DERit, TDTAit, LDTAit, STDAit, SIZEit + 𝜀it ……………  1 

Where: 

FV = Firm Value (Tobin’s Q)  

DER = Debt to Equity Ratio 

TDTA = Total Debt to Assets Ratio  

LTDA = Long Term Debt to Assets Ratio  

STDA = Short Term Debt to Assets Ratio  

SIZE = Firm Size  

i = Cross Section (Sampled firms) 

t = Time Period (2014 to 2023)  

eit = Error Term 

RESULTS AND DISCUSSION  

This section examined the effect of capital structure on the value of listed ICT firms in Nigeria. Table 4.1 displays 

the model's result. The study obtained the Hausman test to test the best model assumption between random effect 

and fixed effect. The result of the test indicated that the fixed effect is the best model because the p-value of the 

test was less than 0.05. Furthermore, the fixed effect as presented in Table 4.1 revealed that the fixed effect is 

better than the pooled OLS. Firm value was proxied by TOBQ, and capital structure was proxied by DER, TDA, 

LTD, and STDA. The result indicated all four variables of capital structure were statistically significant at the 

five percent level of significance. When we looked at the model as a whole, the coefficient of determination 

showed that the independent variables explained 75.48% of the variation in TOBQ. The f-value of 41.26 also 

showed that the model is statistically significant. 

DER had a negative relationship with the firm value of the ICT firms (-0.1286). It exhibited statistical 

significance at the 5% level (t = -2.1227, p < 0.05). In the same line, TDA had a positive relationship with the 

firm value of the ICT firms (0.4123). The variables reported a 5% level of significance (t=2.6101, p<0.05). In 

like manner, LTDA had a positive effect on the firm value with an effect coefficient of 0.148790 and a t-value 

of 2.771003. The result showed that STDA induces the firm value with a coefficient of 0.336268 (t=2.925436, 

p<0.05). Also, SIZE showed a negative effect on the firm value with a coefficient of –0.0362 and a t-value of –

0.6568. 

Table 4.1 Regression Estimate of the effect of capital structure on TOBQ of listed ICT firms in Nigeria  

Dependent Variable: TOBQ 

 Random Effect Model Fixed Effect Model Polled OLS  

 Coeff. t-value Coeff. t-value Coeff. t-value 

DER -0.2679 -0.3379 -0.1286 -2.1227* -0.262710 -0.260605 

TDA 0.5116 2.1475* 0.4123 2.6102* 4.231613 0.884839 

LTDA 0.1414 2.7669* 0.1487 2.7710* 0.082274 0.591360 

STDA 0.3556 2.1227* 0.3362 2.9254* 0.276557 2.636765 
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SIZE 0.0354 1.1984 -0.0362 -0.6568 -0.044650 -0.924065 

C 0.8700 4.1734* 0.8663 2.4616* 0.548275 3.218011 

R-squared  0.512181 0.754896 0.312181 

Adjusted R-squared 0.453534 0.606528 0.263534 

F-statistic 19.13719 41.26283 9.137197 

Prob(F-statistic) 0.000000 0.0000000 0.000008 

Hausman Test 42.8237, p=0.0000 

Lagrange Multiplier Test 20.0031P= (0.0000) 

Redundant Fixed Effect Test 31.8001(p=0.0000) 

DISCUSSION OF FINDINGS 

In this discussion of findings, the study investigated the effect of the capital structure on the value of listed ICT 

firms. It is, however, intriguing to note that the empirical evidence indicated that capital structure measured by 

TDA, LDTA, and SDTA had significant and positive effects on firm value. The results suggest that higher debt 

would lead to an increase in firm value. The implication of this result is that firms can increase their value by 

increasing their debt value. The static trade-off theory of capital structure is supported by the fact that it has a 

positive and significant effect on the value of ICT firms. This goes against what Mai (2020), Deng & Wang 

(2021), Luu (2021), and Rosink (2020) say about how capital structure lowers the value of a company. On the 

other hand, it supports what Igwe (2024), Asen, Nwude, and Idamoyibo and Udo (2021), Nwafor (2023), and 

Larasati, Rivai, and Suharto (2020) say about how capital structure greatly raises the value of a company.  

Based on the study, it was also reported that capital structure has a significant effect on the value of listed ICT 

firms in Nigeria as measured by Tobin’s Q, as the probability level is less than 0.05, but a partial analysis of the 

capital structure revealed that DER harms firm value measured by Tobin’s Q. The implication of this result is 

that listed ICT firms in Nigeria can increase their value by reducing their debt-to-equity ratio. Furthermore, the 

greater the level of debt to equity compared to its capital, the greater the risk borne by the company, and this will 

increase the chance of the firm’s financial difficulties. This reasoning is in line with the trade-off theory. This is 

because the trade-off theory can determine the optimal level of capital structure, thereby reducing the cost of the 

financial difficulties associated with adding debt. 

ICT firms in Nigeria used debt in higher proportion than equity. This situation means that debt cannot affect firm 

value. This implies a decline in the firm's value, which could potentially mislead investors into believing the 

firm is unable to meet its financial obligations. In general, using debt instead of capital in ICT firms in Nigeria 

will slightly increase the firm's value. This conclusion is in accordance with the trade-off theory. 

The result is consistent with the findings of Ai and Dihin (2021) that capital structure (DER) exerts a negative 

effect on the value of firms. However, findings reported by Asen, Nwude, Idamoyibo, and Udo (2021) failed to 

corroborate the findings of this current study. They concluded that the relationship between capital structure and 

firm value is positive and significant. 

CONCLUSIONS AND RECOMMENDATIONS 

The study examined the effect of capital structure on the value of listed information and communication 

technology in Nigeria for a period of ten (10) years (2014 to 2023). The study's results showed that total debt to 

assets, long-term debt to assets, and short-term debt to assets all had positive and statistically significant 

outcomes. This is a mathematically significant part of predicting Tobin's Q. However, the debt-to-equity ratio 

had a negative and significant effect on firm performance measured by Tobin’s Q. This conclusion implies that 

ICT firms use debt greater than equity capital. The use of debt capital can cause bankruptcy costs, agency costs, 

increases in interest expense, and so on. The overall result indicates that capital structure has a significant effect 

on the value of ICT companies listed on the Nigerian Exchange Group (NGX). The study suggests that the 

management of listed ICT firms in Nigeria should lower the debt-equity ratio because of its findings on how 

capital structure affects their value. The management can achieve this by reducing debt and increasing equity. 

They should endeavor to substitute at least seventy-five percent (75%) of debt in the capital structure with equity 
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through bonus issues, right issues, and increases in retained earnings to enhance the firm's value. Furthermore, 

listed ICT firms should be cautious not to over-leverage, which can lead to increased financial risk. A successful 

capital structure should be tailored to the specific financial needs and risk tolerance of the organization. It is 

suggested that the subsequent studies on the topic should afford to extend the scope of the study to cover the 

non-listed ICT firms in Nigeria. 
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