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Scientific approaches
to optimal capital structure justification

Abstract. Maintenance of proportions between equity and debt capital ensures the necessary
level of financial independence of enterprises and increases their efficiency. The study aimed
to generalise and systematise scientific approaches to determination of the optimal capital
structure of an enterprise, analyse their practical significance in modern business conditions,
and substantiate the criteria for optimisation of the capital structure to ensure effective financial
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activity. The study used methods of theoretical generalisation, a systematic approach, economic
and statistical, comparative, and regression analysis to substantiate the optimal capital structure
of an enterprise. The study assessed and analysed the overall capital structure of agricultural
enterprises and several specific cases. The density of the relationship between the net profit of
an enterprise, the financial leverage ratio, and the share of equity, was determined using the
regression analysis method, noting that an increase in the share of debt capital has a negative
impact on the net profit of agricultural enterprises, which is determined by an increase in interest
payments on loans and an increase in financial risks. The study determined the most rational
ratio between equity and borrowed capital based on the example of specific enterprises, as it is
impossible to determine a single optimal structure for the industry. The authors' vision of the
problem of equity and borrowed capital ratio optimisation was proposed based on the following
criteria: profitability of equity and the effect of financial leverage, which characterise the efficiency
of capital use under different options for its structure. The practical significance of the study is
determined by the applicatbility of the results in agricultural enterprises, providing effective tools

for economic monitoring in the formation of a rational capital structure

Keywords: enterprise; net profit; return on equity; debt capital; financial leverage effect

INTRODUCTION

A crucial aspect of the development of an en-
terprise, protection of the interests of owners
in modern economic conditions is capital. The
structure and model significantly affect the fi-
nancial condition of business entities, including
liquidity, solvency and creditworthiness, profita-
bility and profitability. Therefore, the determin-
ing factor for the successful functioning of en-
terprises is the presence of a sufficient amount
of capital and its optimal structure. In conditions
of changing market conditions and high interest
rates on bank loans, it is quite difficult for enter-
prises to form an effective capital structure, but
to obtain a positive financial result and ensure
the reputation of a “strong player” in the market,
the choice of the optimal ratio of equity and bor-
rowed funds in the capital structure is critical.

Economists predominantly address optimi-
sation of the ratio of equity and borrowed capital
to ensure the most effective proportionality be-
tween profitability and financial stability of en-
terprises. One of the directions of such research is
a dynamic approach to determination of the op-
timal capital structure. H. DeAngelo et al. (2022)
noted that this approach incorporates the deci-
sion on the optimal ratio between borrowed and
equity capital as a dynamic decision that is a re-
sponse to changes in the value of the company.

Empirical studies conducted in some com-
panies and various industries are notable, as
they can be used to verify the proposed theses.

©

T.S. Msomi (2024) noted that many theoretical
and empirical studies on this issue address the
effect of capital structure of financial stability
of enterprises. The study analysed key perfor-
mance indicators of the company, comparing
them with the volume of equity and debt capital.
L. Filimonova et al. (2021) highlighted the rele-
vance of the specific conditions of the industry
that affect the activities of enterprises. Modern
scientists have presented a large number of em-
pirical studies on the influence not only of capi-
tal structure, but also of other related factors. In
particular, E. Alghifari et al. (2022), A. Akhmadi et
al. (2022) analysed the debt-to-equity ,short-
term debt to total assets, and the financial lev-
erage ratios. W. Anwar et al (2022), N. Rusnae-
ni et al. (2023) analysed how capital structure
affects such indicators of company performance
as ROE and ROA. P. Gratton (2025) noted that
companies that form their assets using a great-
er share of equity have a low leverage ratio and
a conservative capital structure. Firms that rely
predominantly on debt to fund their assets and
day-to-day activities exhibit high financial lev-
erage and follow an aggressive capital structure
strategy. While elevated leverage and an ag-
gressive financing approach may support faster
growth, a more conservative capital structure
can produce the opposite outcome. Empirical
evidence from companies listed on the Viet-
namese stock market provides valuable insights
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into this relationship. Drawing on their analysis
of the link between capital structure and firm
value, T. Bui et al. (2023) proposed a set of recom-
mendations for corporate managers, investors,
and policymakers regarding the selection of an
optimal financing structure.

The Ukrainian economy is in a state of cri-
sis, therefore the priority for Ukrainian enter-
prises is optimisation of the structure of the
capital used, as efficiency planning is initiated
by determination of sources of financing. Dur-
ing enterprise operations and asset formation,
each enterprise uses not only internal, but also
borrowed capital. Therefore, for business en-
tities, the significance of improvement of the
capital structure is increasing, since the optimal
structure ensures complete utilisation of pro-
duction capabilities of the enterprise. Structur-
ing the capital of agricultural enterprises can
be used for the qualitative and quantitative as-
sessment and determination of the efficiency of
use. Yu. Makarenko & D. Klymenko (2022) noted,
in optimisation of the capital structure, Ukraini-
an enterprises should incorporate the following
features: many of them have an unsatisfactory
financial condition; when forecasting the re-
sults of their activities, models are used that do
not provide an accurate forecast of the dynam-
ics of financial leverage; significant depreciation
of fixed assets requires investments to replace
them; existing methods of making investment
and financial decisions do not incorporate the
interests of the state and enterprise owners.

Determining an appropriate balance be-
tween equity and debt financing, developing a
mechanism for identifying this balance, and re-
sponding promptly and effectively to changes in
external conditions are essential for the efficient
operation of enterprises and for maintaining
stable financial and economic performance. The
study aimed to analyse theoretical approaches
to determination and improvement of the capi-
tal structure of an enterprise and to substantiate
the criteria for its optimisation.

LITERATURE REVIEW
The issue of determination of the optimal cap-
ital structure of enterprises was substantially
covered by a range of studies. In general, the
definition of the concept of “capital structure” is
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ambiguous and debatable. All economists-sci-
entists define it as the ratio of equity and debt
capital. Along with this, the scientific literature
mentions many theoretical and methodological
approaches to the formation and determination
of the optimal capital structure, which is deter-
mined by dynamic changes in the market situa-
tion and business conditions, as well as the atti-
tude of investors to various types of risks.

Final, balanced answer to the optimal capi-
tal structure of enterprises has not been deter-
mined. However, since capital is the main source
of funds for the functioning and development
of any enterprise, the formation of its optimal
structure is crucial. In this case, the structural
proportions of the equity and debt components
are substantial as determinative conditions for
the efficient functioning of the enterprise. Op-
timal ratio between these components provides
the required level of profitability and stable fi-
nancial balance in the process of development.

The modern economic environment is char-
acterised by significant changes and instabili-
ty, which encourages enterprises to constantly
adapt to new conditions, ensuring financial ben-
efits or even basic survival. One of the main possi-
ble tools that reduce risks and ensure the stability
of the enterprise is the optimisation of the capital
structure. A wide range of scientific approaches
to determination of capital structure can justify
decisions regarding its formation. F. Modigliani &
M. Miller (1958) were the first to address this is-
sue. However, for more than half a century it re-
mains as complex as in 1958 (Ezeani et al., 2021).

I. Blank (2012) considered the optimal capi-
tal structure as “such a ratio of the use of equity
and debt funds, under which an effective pro-
portionality between the coefficients of finan-
cial profitability and stability of the company
would be ensured, that is, its market value would
be maximised”. A similar opinion was expressed
by V. Podolska & O. Yarish (2007), defining the
optimisation of capital structure as “the ratio be-
tween equity and debt capital, which ensures the
most effective proportionality between the prof-
itability and financial stability of the company”.
Thus, determining the optimal capital structure
of an enterprise is an important element of its
strategic analysis, which contributes to achiev-
ing maximum efficiency of its activities.
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Numerous studies created many theories
on the optimisation of the capital structure and
its impact on the value of the enterprise. E. Kon-
tus$ et al. (2022) believed that the optimal capi-
tal structure should be addressed in the context
of the value of capital and the enterprise as a
whole. Therefore, the study proposed an in-
novative model for optimisation of the capital
structure, using an assessment of its effective
value and determining the share of new capi-
tal and long-term debt, which maximises the
value of capital and minimises its total cost.
Z. Palmowski et al. (2020) investigated the pos-
sibilities of improving the Leland-Toft capital
structure optimisation model. Developing an
improved model, the authors also proposed to
optimise the capital structure covering its value
and the value of the enterprise, and also provide
certain recommendations on the optimal long-
term debt and equity level.

The optimal capital structure that maximis-
es enterprise value reflects a balanced compro-
mise between lower capital costs and higher op-
erating efficiency. T. Minh (2021) determined the
cause of consistently low levels of debt among
many enterprises and selection of different
capital structures within similar fundamentals.
Z.A.Khan § I. Hussanie (2018) highlighted estab-
lishment of a balance between debt and equity
capital as critical and determined its optimal
structure to ensure the effective functioning of
business entities. L. Cathcart et al. (2020) and
W. Mbanyele (2021) noted that raising funds con-
tributes to tax savings, but increases the risk of
enterprise default, while equity contributes to
an increase in the rate of return and, according-
ly, a decrease in the value of the enterprise.

R. Bilgin § Y. Dinc (2019) argued that every
enterprise possesses a distinct optimal capi-
tal structure at which its value is maximised.
Accordingly, the optimal capital structure rep-
resents a trade-off between the tax advantag-
es of debt financing and the anticipated costs
of financial distress. This relationship can be
expressed through the leverage ratio, as the
extent of debt usage directly influences varia-
tions in the return on equity. In most cases, the
optimal value of financial leverage is individual
for each enterprise. T. Nguyen et al. (2021) also
noted that when financial leverage deviates

Ge

from the optimal capital structure, the value of
the company may decrease. However, this cor-
relation theory does not consider situations in
which borrowed capital is not used, although
the case is rare (Miglo, 2020).

J. Gajdka & M. Szymaniski (2019) highlighted
the fact that determination of the optimal capital
structure in the long term is impossible, the rea-
son for which is the influence on its formation
of many factors of economic and social content.
The influence of industry characteristics, prof-
itability of activity, life cycle of the enterprise,
macroeconomic cycles, etc. is also noted. There-
fore, enterprises are forced to constantly adapt to
changing environmental conditions, for exam-
ple, along with increasing profitability, reduce
financing at the expense of attracted resources.

Analysis of scientific sources and world
publications concluded that a significant num-
ber of studies did not sufficiently form the op-
timal capital structure. The main problem of
the considered theories and models of capital
structure is the impossibility of their application
for recommendations on the formation of the
optimal capital structure for a particular enter-
prise. Accordingly, the problems considered in
this article are only a certain attempt at further
research in the conditions of instability of the
Ukrainian economy.

MATERIALS AND METHODS
The study covered the time frame from 2017 to
2023 and was conducted based on data from the
official website of the State Statistics Service
of Ukraine (n.d.) on the financial and economic
activities of agricultural enterprises in Ukraine,
Balance Sheet (Financial Statement, Form 1-2)
of PJSC “Ternopilska Poultry Farm” (Report-
ing, n.d.), PJSC “Vasylkivska Poultry Farm” (An-
nual reports, n.d.), PJSC “Poltava Poultry Farm”
(Reporting data and audit, n.d.), LLC “Orlovetska
Poultry Farm” (Small business financial report-
ing, 2023). The study addressed the activities
of agricultural enterprises in Ukraine, name-
ly poultry farms. The selected sample consists
of enterprises located in different regions of
Ukraine, which unified the results of research
for the industry and covers the period 2021-
2023. The enterprises were selected because
they represent different regions, scales, and
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organisational forms of the Ukrainian poultry
industry and provide accessible, reliable finan-
cial data for comparative analysis. A detailed
study of the capital structure was conducted
using the example of PrJSC “Ternopilska Poultry
Farm’, which was used for an in-depth analysis
of the features of the formation and optimisa-
tion of the capital structure.

The study was conducted in accordance
with several key principles, including the selec-
tion of research directions based on scientific
approaches to identifying an optimal capital
structure, the formulation of objectives aimed at
substantiating ways to optimise enterprise capi-
tal structure, and the accumulation of empirical
evidence through the collection, processing, and
systematisation of statistical data presented in
tabular and graphical form. Theoretical gener-
alisation involved a review and analysis of rele-
vant studies and publications covering the peri-
od from 2017 to 2023. To accomplish the stated
objective, a range of research methods was
applied. The monographic method was used to
provide a comprehensive analysis of the capital
of agricultural enterprises in Ukraine and to ex-
amine trends in equity and debt capital. The sys-
tem-structural analysis method was employed
to identify relationships among the key com-
ponents of capital structure and to substantiate
their influence on the financial performance
of agricultural enterprises. The calculation and
constructive method was applied to financial
and economic computations, including the as-
sessment of financial leverage and profitability
indicators. The effectiveness of financial lever-
age is determined using formula 1:

EFL = (1 — Spp) x (KVRa — SVK) x 5—5, ®

where EFL - effect of financial leverage, which
consists in the increase in the return on equity
ratio (increase in return on equity using bor-
rowed capital), %; Spp - income tax rate; KVRa -
gross asset return ratio, which is determined by
the ratio of gross profit to the average cost of as-
sets; SVK - average interest rate on the loan paid
by the enterprise for the use of borrowed capital;
ZK - average amount of borrowed (borrowed)
capital used by the enterprise; VK - average
amount of the enterprise’s equity.
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The regression analysis method was also
applied, with the help of which the density of
the relationship between the net profit of agri-
cultural enterprises, the financial leverage ratio
and the share of the enterprise’s equity capital
was established. For calculation, Formula 2 was
used, for a linear model - Formula 3:

, (2)

=il

E=f(x)-

EF=a- (3)

=1l

The method of logical generalisation was
used for the formation of conclusions and pro-
posals. Microsoft Excel software was used for
statistical processing of the research results.
These methods in combination provide scien-
tific validity, practical orientation and depth of
analysis in the formation of the optimal capital
structure at the enterprise.

RESULTS AND DISCUSSION

The desire of enterprises for economic inde-
pendence requires priority on capital source
management. It is undeniable that the capital
structure is central in the development of mod-
ern Ukrainian enterprises, but there is no uni-
versal method for its optimisation as of 2025.
Incorporating the opinion of economists and the
practical experience of the studied agricultural
enterprises, it is possible to consider the most
optimal ratio between the elements of capital,
which is determined on the basis of influencing
factors, economic risks, practical experience,
which can bring the target capital structure as
close as possible to its optimal value.

Regulation of the capital structure of an en-
terpriseisusually conducted in two directions: by
substantiating the optimal proportions between
equity and debt capital; attracting the necessary
volumes of equity and debt capital to achieve the
target structure (Wang, 2024). Hence, the pro-
cess of regulating the capital structure involves
the process of optimisation. The optimal capital
structure depends on the asset financing policy
chosen by the enterprise, which includes (Ma &
Xu, 2020; Ndruru § Ananda, 2025):

a) a conservative approach, which assumes
that the financing of non-current assets, the

)
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constant part of current assets and half of the
variable part of current assets is conducted at
the expense of internal and long-term borrowed
capital, and the financing of the second half
of the variable part of current assets should be
conducted at the expense of short-term bor-
rowed resources. This financing model ensures
a high level of financial stability of enterprises in
the process of their development;

b) the moderate (or compromise) approach
presumes that non-current assets and the per-
manent portion of current assets are financed
through internal funds and long-term borrow-
ings, while the variable component of current
assets is covered by short-term debt. This fi-
nancing model ensures a satisfactory level of
financial stability for enterprises;

c)the aggressive approach stipulates that
non-current assets are financed exclusively
by internal resources and long-term borrowed
capital, whereas current assets are financed
through short-term borrowings. Although this
model reduces the reliance on equity capital, it
may create challenges related to maintaining
enterprise solvency and financial stability.

Therefore, the effectiveness of capital
management significantly depends on the se-
lected methods and methodological approach-
es to optimising the capital structure. Factor
analysis determined the components of the
impact on the performance indicator, in par-
ticular to identify reserves for increasing the
profitability of enterprise assets. When form-
ing the optimal capital structure, enterprises
must incorporate the existing financial market

conditions and be able to respond prompt-
ly to their changes (Aleskerova et al., 2020;
Davydenko et al., 2021). This is relevant in times
of crisis and instability, such as full-scale mil-
itary operations in Ukraine, which radically
affected the change in the conditions of such a
market (Didukh & Fedorova, 2023).

Agricultural enterprises of Ukraine are no
exception in this situation. Thus, after economic
growth in 2021, military operations from 2022
affected the capital structure of agricultural en-
terprises. Due to reduced financing and disrup-
tion of logistics chains, a significant number of
enterprises were forced to revise their invest-
ment strategies. In particular, a significant part
of the assets was redirected to production safety,
and part of the working capital was allocated to
restoration of damaged property of enterprises
and infrastructure.

Under martial law, the role of state pro-
grammes to support and lend to agricultural
enterprises increased, which affected changes
in the ratio of internal and borrowed capital. To
preserve jobs and production capacities, indi-
vidual farms attracted additional sources of fi-
nancing, in particular grants and international
assistance. In general, military actions necessi-
tated the adaptation of the capital of agricultural
enterprises to new realities, including increased
attention to diversifying its sources. As shown by
the analysis of the dynamics of the equity capital
of agricultural enterprises in Ukraine (Fig. 1), sig-
nificant changes occurred in 2017-2023 due to
economic, political, and in recent years, as noted
earlier, also due to military factors.

billion UAH %
1,000 - 4 59.2 56.2 573 + 65
900 - . T eo
800 1 479 49.1 >0.7 + 55
700 - + 50
600 - i
500 - 45
400 1 797 810 877 T gg
300 | 612 T
200 | 436 483 =23 + 30
100 - 425
0 20
2017 2018 2019 2020 2021 2022 2023

equity, billion UAH

e UitY, %

Figure 1. Dynamics of equity of agricultural enterprises of Ukraine
Source: data from the State Statistics Service of Ukraine (n.d.)
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From 2017 to 2021, there has been a gradual
increase in the share of equity from UAH 436 bil-
lion to UAH 877 billion, which indicates a favora-
ble trend in the financial stability of enterprises.
Equity grew on average by ~ UAH 70-80 billion
annually, with the exception of 2019, when the
growth rate was relatively lower. From 2021, on
the contrary, the pandemic and global econom-
ic difficulties led to a slight decrease in it (Fig. 1).
It is worth noting that 2021 was one of the most
successful, which ensured survival of farmers of
2022 and, despite military operations, provide
profits. In 2017, the share of equity in the financ-
ing structure was 479%, in 2021 it reached its
highest value - 59.2%, and in 2023 - 57.3%, which
indicates a gradual increase in the independence
of enterprises from attracted sources of financ-
ing. Thus, the analysis of the dynamics of equi-
ty capital of agricultural enterprises in Ukraine
shows that even when the national economy was

1,300 - billion UAH

experiencing significant challenges (COVID-19
pandemic, war), it continued to grow, which
demonstrates the high adaptability of the agri-
cultural sector. The positive dynamics of capitali-
sation even in conditions of economic shocks re-
flects the stability and investment attractiveness
of agricultural enterprises.

The overall dynamics of the capital of ag-
ricultural enterprises indicates a significant
increase in current liabilities and collateral
by almost 68% from UAH 912 billion in 2017 to
UAH 1,531 billion in 2023 in 2023. Along with
this, long-term liabilities and collateral have not
undergone significant changes during this peri-
od. The seasonal nature of production requires
farmers to make significant financial invest-
ments, therefore, as a rule, they more often use
short-term loans for the purchase of fertilisers,
plant protection products, and fuel for the sow-
ing and harvesting company (Fig. 2).

600 | 305 1441 1,531
1,400 - 1,130
1,200 912
1,000
800 -|
600 -|
400 -
200 J
0 J
2017 2018 2019 2020 2021 2022 2023
current liabilities and provisions . [ong-term liabilities and provisions
. equity e tOtal capital

Figure 2. Dynamics of internal and borrowed capital
of agricultural enterprises of Ukraine
Source: data from the State Statistics Service of Ukraine (n.d.)

The trend of stable growth in equity indi-
cates the strengthening of the financial inde-
pendence of enterprises. Current liabilities and
collateral account for the largest share of the
attracted resources. The insignificant share
of long-term liabilities in the capital struc-
ture may indicate the limited use of long-term
credit instruments in financing the agricultur-
al sector. Thus, changes in the capital struc-
ture indicate a strengthening of the role of en-
terprise funds while maintaining a relatively

Economics and Business Management 16(4)

stable level of current and long-term liabilities.
Such dynamics indicate an increase in the fi-
nancial stability of the agricultural sector. Giv-
en that the capital of enterprises is used for the
purpose of making a profit, a regression anal-
ysis was conducted and the density of the rela-
tionship between the net profit of agricultural
enterprises, the financial leverage ratio and
the share of the enterprise’s equity was estab-
lished (Table 1). Formulas 1, 2 and 3 were used

for the calculations.
1 89 ’
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Table 1. Parameters of the regression equation and their estimation

ER— Equation parameters | Correlation Coefficient of F-test Elasticity
a, a, coefficient (R) | determination (R2) coefficient (R?
X1 - financial leverage ratio 380.74 -303.95 0.726 0.527 6.449 -2.57
X2 — share of equity capital, % | -486.33 11.21 0.756 0.571 7.334 5.56

Source: calculated by the authors

The level of density of the relationship be-
tween the effective characteristic and the spec-
ified factors was indicated by the correlation
coefficient. The values for X1 (financial lev-
erage coefficient) R =0.53 and for X2 (share of
equity capital) R=0.57 indicate a moderate den-
sity of the relationship between these factors
(Table 1). According to the Fisher criterion, the
dependence equations are statistically signif-
icant when the calculated values of the F-cri-
terion for X1 (6.449) and X2 (7.334) exceed the
tabulated Fgr =5.99 with a probability of 95%.
The elasticity coefficient shows the percentage
change of the effective characteristic (Y) on av-
erage when the factor characteristic (X) chang-
es by 1%. The regression analysis indicates that
an increase in the financial leverage ratio by
1% leads to a decrease in the performance in-
dicator (net profit) by 2.57%, an increase in the
share of equity by 1 percentage point causes an
increase in net profit by 5.56% relative to the
average values in the sample. The results of
the analysis indicate the influence of financial
leverage and capital structure on the net prof-
it of the enterprise. Thus, the value of financial
leverage (-2.57) indicates that an increase in the
share of borrowed capital negatively affects net
profit, which is associated with an increase in
interest on loans and financial risks in condi-
tions of military operations. The positive effect
of equity (+5.56) indicates that enterprises with
a higher share of equity demonstrate better fi-
nancial results. In this case, it is appropriate to
recall the classical financial principle: increas-
ing the share of attracted capital contributes to
increased profitability under normal produc-
tion conditions, but excessive dependence on
it leads to increased financial risks and a de-
crease in net profit.

Enterprises that maintain an optimal capital
structure are better positioned to enhance their
financial development potential and to increase
the return on equity through the application of
financialleverage. Financial leverage reflects the
extent to which borrowed funds are employed
and directly influences changes in equity prof-
itability. A higher degree of leverage indicates a
larger proportion of debt financing and, conse-
quently, greater interest obligations. Assessing
the effect of financial leverage therefore ena-
bles an evaluation of the effectiveness of using
borrowed capital to improve returns on equity.
However, it is necessary to establish a boundary
between the benefit from using borrowed funds
and the risk of reducing the financial stability of
the enterprise (Polishchuk & Zabolotna, 2023).
The strength of the action of financial leverage is
determined by the increase in the profitability of
equity capital as a result of attracting borrowed
funds. This method of calculation is quite widely
used in continental European countries.

The research on capital structure optimi-
sation focused on agricultural enterprises in
Ukraine representing diverse forms of owner-
ship and management. Nevertheless, given the
substantial differences in financial and econom-
ic conditions, scale of operations, organisational
and legal structures, and access to financial re-
sources, the authors conclude that the develop-
ment of a single universal model of optimal cap-
ital structure for such enterprises is not feasible.
Therefore, a detailed study of the capital struc-
ture was conducted on the example of a specific
enterprise — PJSC “Ternopilska Poultry Farm” for
2021-2023, which provided an in-depth analysis
of the features of the formation and optimisa-
tion of the capital structure in modern condi-
tions of economic activity (Table 2).

Table 2. Dynamics of capital cost assessment indicators of PJSC “Ternopilska Poultry Farm”

Indicators

2021 2022 2023

Amount of capital used (assets), million UAH

644.0 691 862

©
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Table 2, Continued

Indicators 2021 2022 2023

Equity, million UAH 459.1 499 697

Share of equity, % 71.3 72.2 80.8

Debt capital, million UAH 184.9 193 166

Gross profit (excluding interest on loan), million UAH 51.4 106 461
Amount of interest paid for the use of debt capital, million UAH 24.8 35.8 23.5
Interest on loan, % 13.4 18.6 14.2

Gross return on assets, % 8.0 15.4 53.5
Financial result before tax, million UAH 26.6 70.6 437.3

Profit tax rate, decimal fraction 0.18 0.18 0.18
Net profit, million UAH 21.7 57.9 358.0

Return on equity, % 4.7 11.6 514
Financial leverage ratio 0.403 0.386 0.238

Increase in return on equity with the use of debt capital, % -1.8 -1.0 7.6

Source: calculated by the authors based on Reporting (n.d.)

The results of the calculations show (Ta-
ble 2) that during the period under study, the
company’s assets increased by 33.9%, and a
fairly significant increase in equity by 51.8%
was also observed. The share of equity in-
creased from 71.3% to 80.8%, which indicates
an improvement in the financial stability of the
company. As for borrowed capital, in 2023, com-
pared to 2021, it decreased by UAH 18.8 million,
and compared to 2022 - by UAH 27 million. Ac-
cordingly, the financialleverage ratio decreased
during the analysed period, which in 2023 was
0.238, compared to 0403 in 2021, which is a
positive phenomenon. It is worth noting a sig-
nificant increase in gross profit - 9 times, fi-
nancial result before tax — 16 times, net profit in
2023 amounted to UAH 358 million compared
to UAH 217 million in 2021in 2021. The increase

in these indicators is usually a positive phe-
nomenon, but it is worth noting that the price
factor has a significant impact on this situation,
since the growth of income is mainly due to an
increase in product prices, which indicates the
dependence of the company’s financial results
on external market conditions. As a result, the
return on equity increased from 4.7% to 51.4%,
and the gross return on assets - from 8% to
534%. Thus, in 2023, the financial results of
the studied enterprise significantly improved
due to a decrease in borrowed capital, which
contributed to a reduction in financial risks, in-
creased profitability and efficiency of asset use.
To substantiate the optimal capital structure of
PJSC “Ternopilska Poultry Farm”, an analysis of
various options for the ratio of equity and debt
capital was conducted (Table 3).

Table 3. Options for optimisation of the capital structure of PJSC “Ternopilska Poultry Farm”

Indicators Options

1 2 3 4 5 6 7

Amount of capital used (assets), UAH million 862 862 862 862 862 862 862

Share of equity, % 100 90 80 70 60 50 40

Equity, UAH million 862 776 690 604 517 431 345

Debt capital, UAH million 0 86 172 259 345 431 517

Gross profit (excluding interest on the loan), UAH million | 461 461 461 461 461 461 461
Interest on the loan, % - 14.2 14.2 14.2 14.2 14.2 14.2

Gross return on assets, % 53.5 53.5 53.5 53.5 53.5 53.5 53.5

Amount paid forltJr;eHu;(?lri);:orrowed capital, 0 12.2 244 36.8 49.0 61.2 73.4
Amount of gross prom:ﬁiﬂ:gi interestontheloan, | yc1 6 | 4158 | 436.6 | 4242 | 4120 | 399.8 | 3876
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Table 3, Continued

X Options
Indicators
1 2 3 4 5 6 7
Profit tax rate, decimal fraction 0.18 0.18 0.18 0.18 0.18 0.18 0.18
Net profit, UAH million 378.0 | 368.0 | 358.0 | 347.8 | 337.8 | 327.8 | 317.8
Return on equity, % 43.9 47.4 51.9 57.6 65.3 76.1 92.1
Financial leverage ratio 0.00 0.11 0.25 0.43 0.67 1.00 1.50
Increase in return on equity
with the use of borrowed capital, % 0.0 3.6 8.0 13.8 215 322 483

Source: calculated by the authors based on Reporting (n.d.)

From the theoretical point of view, the op-
timal capital structure of an enterprise should
form such conditions under which this enter-
prise will be able to receive maximum profit
at the lowest costs for its formation. However,
analysis of the options for optimisation of the
capital structure of PJSC “Ternopilska Poultry
Farm” determined that the highest net profit
(UAH 378.0 million) the enterprise will be able
to receive in the event of a complete absence
of borrowed capital. However, in the condi-
tions of modern challenges this is an unreal-
istic scenario, because for its development the
enterprise needs significant investments that
can help conduct a successful business. More-
over, the results of the study show that a grad-
ual decrease in the share of equity capital leads
to a decrease in the enterprise’s profit, with an
increase in the share of borrowed capital, the
return on equity will decrease. According to the
calculation results, it is worth noting that the
optimal capital structure, other things being
equal, should balance between net profit and
financial risks. In market conditions, the atten-
tion of enterprises is focused on making a prof-
it. As shown in Table 3, with an increase in the
share of borrowed capital in the asset structure,

net profit decreases, and the financial leverage
ratio increases. This eliminates the possibility
of determining the optimal ratio of equity and
borrowed capital.

The results of the regression analysis de-
termined that an increase in the share of bor-
rowed capital has a negative impact on the net
profit of the enterprise, which is associated with
an increase in loan payments. Enterprises pri-
oritise a source of higher hierarchy during se-
lection of financing, implying lowest costs and
risks. Accordingly, external sources of financing
are used after the full involvement of internal
ones. Although the largest amount of net profit
is provided in the absence of borrowed capital
in the studied enterprise, this option is not pos-
sible for agricultural enterprises in the current
conditions, given the economic and political
situation in the country. In addition, when us-
ing combined sources for capital formation, the
efficiency of the enterprise’s activities increas-
es. Therefore, further research is focused on
analysing the performance of enterprises in one
industry: PJSC “Vasylkivska Poultry Farm’, PJSC
“Poltava Poultry Farm”, LLC “Orlovetska Poultry
Farm” and the previously considered PJSC “Ter-
nopilska Poultry Farm” (Table 4).

Table 4. Indicators of capital cost assessment, 2023

PJSC PJSC LLC PJSC
Indicators “Vasylkivska | “Poltava | “Orlovetska | “Ternopilska
Poultry Poultry Poultry Poultry
Farm” Farm” Farm” Farm”
Amount of capital used (assets), thousand UAH 32,333 1,046,732 28,555 862,000
Share of equity, % 32.9 91.7 45.3 80.8
Equity, thousand UAH 10,628 960,017 12,946 697,000
Debt capital, thousand UAH 21,705 86,715 15,609 166,000
Gross profit (excluding interest on the loan), thousand UAH 2,969 94,580 11,430 461,000
Interest on the loan, % 13.4 16.1 14.3 14.2
Gross return on assets, % 9.2 9.0 40.0 53.4
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Table 4, Continued

PJSC PJSC LLC PJSC
Indicators “Vasylkivska | “Poltava | “Orlovetska | “Ternopilska
Poultry Poultry Poultry Poultry
Farm” Farm” Farm” Farm”
Amount paid for the use of borrowed capital, thousand UAH 2,908.5 13,961.0 2,232.1 23,500
Amount of gross profit including interest on the loan, 60.6 80,619 9,198.0 437,300
thousand UAH
Amount of income tax, thousand UAH 10.9 14,527.0 1,655.6 79,300
Income tax rate, % 0.18 0.18 0.18 0.18
Net profit, thousand UAH 49.7 66,092 7,542.6 358,000
Return on equity, % 0.5 6.9 58.3 51.4
Financial leverage ratio 2.042 0.090 1.206 0.238
Increase in return on equity
with the use of borrowed capital, % 71 0.5 254 7.6

Source: calculated by the authors based on Reporting (n.d.), Annual reports (n.d.), Reporting data and audit (n.d.),

Small business financial reporting (2023)

The highest return on equity (58.3%) and
financial leverage (254%) is achieved by LLC
“Orlovetska Poultry Farm’, where the share of
equity is 45.3%. Moreover, a high level of re-
turn on equity and financial leverage, 51.4% and
7.6%, respectively, was achieved by PJSC “Ter-
nopilska Poultry Farm” with an equity share
of 80.8%. PJSC “Poltava Poultry Farm” and PJSC
“Vasylkivska Poultry Farm” have low profitabili-
ty of equity and are unable to ensure its growth,
as evidenced by the negative value of the finan-
cial leverage effect. Notably, PJSC “Ternopilska
Poultry Farm “ and PJSC “Poltava Poultry Farm”
have the most similar capital structure among
the considered enterprises, but radically dif-
ferent financial indicators. A similar example is
the results of LLC “Orlovetska Poultry Farm” and
PJSC “Vasylkivska Poultry Farm”, in which a sim-
ilar trend is observed. Therefore, even with a low
share of equity, high profitability can be achieved
by utilising high efficiency, while reasonable use
of borrowed capital provides a positive effect of
financial leverage.

X.1i(2024) addressed capital-intensive en-
terprises with unique characteristics in terms
of capital structure, which is a combination of
debt and equity capital financed by operating
activities. This study also considered capital-in-
tensive enterprises that require significant in-
vestment in land, fixed assets, etc. The results
obtained indicate that a high level of debt in-
creases financial risks. Accordingly, such en-
terprises have high operating leverage, and a

Economics and Business Management 16(4)

balanced capital structure can help mitigate
such risks. Q. Shi (2023) conducted an in-depth
study of the capital structure of listed compa-
nies. Research identified a non-linear relation-
ship between corporate performance indicators
and the leverage ratio within the capital-inten-
sive real estate sector. The present study does
not address this dimension, as it concentrates
on analysing the capital structure of agricul-
tural enterprises. Although capital-intensive
industries share certain structural characteris-
tics, the optimal balance between debt and eq-
uity is inherently industry-specific and there-
fore varies across sectors.

A. Bueno-Ferrer & ]. de Pablo Valen-
ciano (2025) emphasised that the variables
ROA and business size have no effect on capital
structure. The study also emphasised the activ-
ities of enterprises of different sizes and its re-
sults coincide with those indicated. JN.J. En &
N.I.A. Malek (2021) and N.A. Ramli et al. (2022)
proved a significant relationship between cap-
ital structure and its efficiency. The study also
noted that business entities should consider
various options for optimising capital structure,
which ensure high efficiency of their activities.
The study by ]. Mazanec (2023) compares models
from different industries, including agriculture,
that describe how capital structure affects busi-
ness performance. The study, similarly to afore-
mentioned, emphasises the need for equity to
prevail over external liabilities, which contrib-
utes to increased performance.

D
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C.D. Garcia-Gémez et al. (2021) emphasised
that the existing theoretical and empirical re-
search on capital structure is incomplete. And
the effect of excessive leverage negatively affects
business efficiency. This study also assumes that
in practice it is impossible to determine the op-
timal capital structure of the enterprise, and an
increase in the financial leverage ratio leads to
a decrease in net profit. Therefore, both studies
reflect current trends and have common con-
clusions. H. Kryshtal et al. (2025) demonstrated
that the war has negatively affected agricultural
enterprises’ access to financing and increased
credit risks. This study determines that a higher
share of borrowed capital reduces profitability
and requires an individually balanced capital
structure. Both studies emphasise that, in war-
time conditions, the significance of an optimal
capital structure and cautious use of debt be-
comes especially critical. According to L. Zhi Wei
§ B. Naysary (2021) the choice of capital struc-
ture is vital for the survival, stability and resil-
ience of the enterprise. E. Hernawati et al. (2023)
emphasise the significance of such decisions for
its future development. The present study also
examined an optimal capital structure aimed at
achieving a balance between internal and exter-
nal sources of financing. Nevertheless, the effect
of such a structure on maximising enterprise
value was not assessed and may therefore con-
stitute a direction for future research.

According to the calculations, when deter-
mining a rational capital structure, it is worth
analysing the profitability of equity and the
effect of financial leverage, which reflect the
efficiency of capital use under different struc-
tural configurations. The analysis shows that
an excessive increase in borrowed capital re-
duces net profit due to higher financial costs
and risks, while an adequately balanced share
of equity strengthens financial stability and
improves performance. Therefore, achieving
an optimal capital structure requires finding a
balance between the benefits of using debt and
the potential threats it poses to the enterprise’s
financial sustainability.

CONCLUSIONS
The study revealed that the optimal capital
structure depends on the asset financing policy

©

of the enterprise, which includes various meth-
odological approaches, in particular conserv-
ative, moderate, aggressive. However, there is
no universal formula for determining the opti-
mal capital structure for a company. Firms may
pursue varying objectives, which in turn shape
their financing decisions. In addition, the same
company may face different market conditions,
opportunities, and challenges that require ad-
justments to its capital structure.

Each business entity should consider op-
tions for optimisation of the capital structure,
which ensure high efficiency of activity. Howev-
er, the capital optimisation process must incor-
porate not only the ratio between internal and
borrowed resources, but also the influence of
factors on the choice of capital structure, which
will minimise risks and increase the efficiency
of management decisions aimed at ensuring the
financial stability and profitability of the enter-
prise. Factor analysis can be used to determine
the components of the impact on the perfor-
mance indicator. The findings of the correlation
and regression analysis show that a 1% increase
in the financial leverage ratio results in a 2.57%
decline in the performance measure, namely
net profit, while a one percentage point rise in
the share of equity leads to a 5.56% increase in
net profit relative to the sample mean. In line
with the study’s objectives, an evaluation of the
capital structure of agricultural enterprises in
Ukraine was subsequently undertaken. The
study determined that determination of the op-
timal structure is impossible in general, there-
fore further research was specified on enter-
prises in the poultry industry.

Analysis of the dynamics of the capital cost
assessment indicators of PJSC “Ternopilska Poul-
try Farm” shows that over the past three years
the share of equity in the total value of assets has
been increasing. At the same time, both the re-
turn on equity and the effect of financial leverage
show an upward trend. An evaluation of alterna-
tive approaches to optimising the enterprise’s
capital structure indicates that a reduction in
the proportion of equity results in lower profita-
bility, while an increase in the share of borrowed
capital leads to a decline in return on equity. As
a result, identifying an optimal balance between
equity and debt capital is not feasible.

Economics and Business Management 16(4)
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Therefore, the next step in determination of
the optimal capital structure was the analysis of
the results of the activities of poultry enterpris-
es with different capital structures. The analysis
established that in determination of a rational
structure, it is worth emphasising the profitabil-
ity of equity and the effect of financial leverage,
which characterise the efficiency of capital use
under different options for its structure. Attrac-
tion of additional debt capital is advisable pro-

analysis of the financial indicators of the enter-
prise. Prospects for further research include the
development of adaptive models for optimisa-
tion of capital structure, incorporating industry
characteristics and changes in the macroeco-
nomic environment, as well as in studying the
impact of capital structure on the financial sta-
bility of enterprises in conditions of economic
instability.

vided that net profit provides a sufficient level ACKNOWLEDGEMENTS
of financial stability of the enterprise, because  None.
excessive debt burden can lead to a decrease in
liquidity and dependence on creditors. FUNDING
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ture, so this ratio should be based on a deep  None.
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HaykoBi nigxoau oo o6rpyHTyBaHHA ONTUMAaJIbHOI
CTPYKTYPM Kanitany

AHoTaUiq. 32 YMOBU AOTPUMAaHHSA [TeBHUX IIPOIIOPLIiM MiIX BJIACHUM i IIO3WKOBUM KalliTaioM
3abe3mneuyeTbcs HeobximHM piBeHb GiHaHCOBOI He3aIeKHOCTI IMiATIPUEMCTB Ta TiJBUNIYETHCSA
ebeRTUBHICTh iXHBOI ZisIPHOCTI. MeTolo cTaTTi 6y/lo y3arajapHEHHA Ta CHUCTEMaTHU3allis
HayKOBUX IIIIXOZAIB A0 BU3HAYEHHS OIITHMAJIPHOI CTPYKTYPU KalliTajly MiAIIpUeMCTBa, aHali3
iXHbOI MPAKTUYHOI 3HAYYIIOCTI B CyYaCHMX yMOBaxX TOCIIOZAPIOBAHHS Ta OGIPYHTYBaHHS
KpUTepiiB omTuMisallii CTPYKTypu KamliTany [nona 3abesrnedeHHS edeKTUBHOI ¢iHaHCOBOI
OignpHOCTI. B IOoCHimkeHHi 6yn1M BUKOPUCTaHI METOAW TEOPETUYHOTO y3arajibHeHHS,
CHCTEeMHOTO IiAXOLy, eKOHOMIKO-CTaTUCTUYHOIO, MOPIBHAJIPHOTO Ta PerpeciiHOro aHalisy
I71s1 O6TPYHTYBaHHS ONITUMAJIBHOI CTPYKTYPH KalliTasy MiZIpUeEMCTBA. B MeyKaxX LOCTiIKeHHS
6y710 3HiMICHEHO OLHKY Ta aHaji3 CTPYKTYpU KalliTajy B LiJIOMy B CiJIbCBKOTOCIIOZapCHKUX
MiATpreMcTBax i B KOHKpeTHUX IIiANIPUEMCTBAaX 30KpeMa. BU3HadyeHa 3a [OIIOMOTr0I0 MEeTOLy
perpecifiHOro aHaJi3y IiabHICTh 3B'A3Ky M’k YUCTUM IIPHUOYTKOM ITiAIIPUEMCTBA, KoedillieHToM
diHAHCOBOTrO JIEBEPUIKY Ta YACTKOKIO BJIACHOIO KalliTaylly CBiIYWTSH, 110 36iMBIIEHHS YaCTKU
[TI03UKOBOTO KAIliTajly Mae HeraTUBHUM BIUIUB Ha YMCTUMN NPUBGYTOK arpapHUX MiAIIPUEMCTS,
IO 3YMOBJIIOETHCS 301BIIEHHAM CIUJIATH BiZICOTKIB IO KpemuTax i mocuieHHAM ¢GiHaHCOBUX
PU3UKIB. ABTOPU 3IIiMCHUIU cnpo6y BU3HAYMTU HAUGiNBII pallioHaJdbHe CIIiBBiZHOUIEHHS
MDK BJIAaCHUM 1 3a/JlydeHUM KalliTaJloM Ha IPUKJIaZi KOHKPDETHUX IIiANIPUEMCTB, OCKIIBKU
€IVHY ONTHUMAaJbHY CTPYKTYPY IO rajy3i BUSHAUUTH HEMOXXJIHBO. 3aIIPOIIOHOBAHO aBTOPCHKe
6aueHHs pobaeMu ONITUMI3allii CIiBBiHONIIEHHS BIACHOTO Ta ITIO3MKOBOTO KariTaay Ha OCHOBI
HACTYIIHUX KpUTepiiB: peHTabeNbHICTh BIACHOTO KaliTany Ta ebeKT ¢piHAHCOBOTO JI€BEPUIKY,
Kl XapaKTepu3yloTb epeKTHBHICTb BUKOPUCTAaHHS KalliTaly 3a pi3HUX BapiaHTIB MOTO

‘ 98 Economics and Business Management 16(4)


https://orcid.org/0000-0002-4820-9132
https://orcid.org/0000-0001-8908-4113
https://orcid.org/0000-0002-8374-1546
https://orcid.org/0000-0002-8316-1656
http://orcid.org/0000-0003-0198-2969

Stepasyuk et al.

CTPYKTYpH. [IpaKTU4YHe 3HaYE€HHA JOCIiIKeHHS II0JIAra€ B TOMY, 1[0 MIOr0 pe3yabTaTu MOXYThb
6yTH BHUKOPUCTaHi CiNMbCBKOTOCIOZAPCHKUMU MMiITIPUEMCTBAMU IJI PO3PO6KU edeKTUBHUX
IHCTPYMEeHTiB eKOHOMIYHOI'0 MOHITOPUHTY IpY GOPMYBaHHI pallioHaIbHOI CTPYKTYPU KalliTany

KniouoBi cnoBa: MiANpUEMCTBO;, YMCTHM NpUBYTOK; peHTAabeIbHICTh BIIACHOIO KarliTasy;
TI03UKOBU KaliTasi; epeKT GiHAHCOBOTO JI€BEPULIKY

Economics and Business Management 16(4) 99 ’



