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In the article essence of optimization of capital structure is investigational as an
important condition of providing of financial firmness of enterprise. Functioning
of subjects of menage in the modern economic terms of competition and increase
of financial risks require permanent effective control after financial results and
level of financial firmness. The formed capital structure is the base factor of
influence on the level of financial firmness and source of efficiency of activity of
enterprise and increase of the combined cost of business that predetermines actuality
and practical meaningfulness for the domestic enterprises of determination of
methods of optimization of capital structure. Within the framework of the put aim
intercommunication of capital of enterprise structure is educed with his financial
firmness, essence of concept "optimization of capital structure" is exposed, it is
found out, that the index of having a special purpose capital structure is determined
on every enterprise individually on the basis of criteria of optimization and taking
into account the having a special purpose reference-points of development of
enterprises, description is given to the methods of optimization of capital structure
and methodology over of their calculation is brought. The worked out classification of
methods of adjusting of capital structure became a research result on three groups of
methods and with working out in detail of every group on the criterion of optimization.
On the basis of the educed and systematized advantages and lacks of the considered
methods of adjusting of capital structure, expediency of application is reasonable at
forming of the most rational capital of a few methods structure simultaneously with
the aim of taking into account of criterion of maximization of profitability of property
asset and increase of level of financial firmness of enterprise. The prospects of further
researches in this direction are grounds of methodology of analysis of efficiency of
management of capital a structure with the use of index of EVA.
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VY crarTi JOCHIPKEHO CYTHICTh ONTHMI3Alil CTPYKTYpPH KamliTally SIK Ba)KJIMBOT
yMOBH 3a0e3redeHHs (piHaHCOBOI CTIHKOCTI mianpuemcTBa. OYHKIIOHYBaHHS
Cy0’€KTIB TOCIIOAAapIOBAaHHSI B CyYaCHHX EKOHOMIYHMX YMOBaX KOHKYpeHLii Ta
3pocTaHHsl (PIHAHCOBMX PH3MKIB BHMAraloTh ITOCTIHHOTO Ji€BOrO KOHTPONIO 32
(iHaHCOBMMHM pe3ynpraTaMd Ta piBHeM (inancoBoi crifikocti. CdopmoBaHa
CTPYKTypa KamiTamy € 0a30BHM YHMHHUKOM BIUIMBY Ha PiBEHb (DIHAHCOBOI CTiii-
KOCTI Ta JpKepesioM €(eKTHBHOCTI AisTTbHOCTI MIATIPHEMCTBA 1 3pOCTaHHS CYKYII-
HOI BapTOCTi Oi3HECY, 10 3yMOBIIIOE aKTYalbHICTh Ta MPAKTHIHY 3HAYUMICTD IS
BITYM3HAHUX TiIMPUEMCTB BU3HAYCHHS METOMIB ONTHMIi3amii CTPYKTYPH KarTi-
Taly. Y paMKax HOCTaBICHOI METH BHUSBJICHO B3a€MO3B’S30K CTPYKTYpH Karli-
Tamy MiAIPUEMCTBA 3 HOTO (DIHAHCOBOIO CTIMKICTIO, PO3ZKPUTO CYTHICTH MOHSTTS
«ONTUMI3allisi CTPYKTYPHU KalliTaiy», 3°sICOBaHO, IO TOKa3HHUK LIIbOBOI CTPYK-
TYpH KalliTaly BHM3HAYa€ThCs Ha KOXKHOMY IJIIPHEMCTBI 1HJMBIIyallbHO Ha
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OCHOBI KPUTEPIIB ONTUMI3AIli]l Ta 3 ypaXyBaHHSIM I[ITLOBUX OPIEHTUPIB PO3IBUTKY
M ITPUEMCTBA, HAJJAHO XapaKTEPHCTHUKY METOAaM ONTHUMI3aIlil CTPYKTypH Karli-
TaJly Ta HaBEJCHO METOIVKY iX pO3paxyHKy. PesynsraroM HOCITIDKEHHS craia
po3pobiieHa Kiracudikarist METOAIB PETYIIOBAHHS CTPYKTYPHU KaliTaly 3a TphoMa
rpynamMu METOJIB Ta 3 JIeTali3alli€r0 KOKHOT TPyl Ha KpuTepii ontumizanii. Ha
OCHOBI BUSIBJICHUX Ta CHCTEMATH30BaHUX I€PEBar 1 HeJOMIKIB PO3IISIHYTHX METO-
JIB PETYIIOBaHHS CTPYKTYpH KariTaity, 00IpyHTOBaHO AONIJIbHICTh 3aCTOCYBaHHS
npu (hopMyBaHHI HaWOIIBII PAliOHATLHOT CTPYKTYPHU KaliTany AEKiJIbKOX METo-
JIB OJIHOYACHO 3 METOI0 BpaxyBaHHS KPHUTEPII0 MaKCHMi3alii peHTabenbHOCTI
BJIACHOTO KamiTaJy Ta 3pOCTaHHsS piBHS (IHAHCOBOI CTIMKOCTI MiJIPHUEMCTBA.
[lepcniekTBaMy MONANIBIINX JOCTIDKEHb Y JaHOMY HalpsiMi € OOIpyHTYBaHHS
METOAWKH aHaJi3y e(EKTHBHOCTI YIPABIIHHSI CTPYKTYPOIO KaIliTalTy 3 BHKOPHUC-

TaHHAM TToka3Huka EVA.

Statement of the problem

In the dynamic terms of market economy, financial
firmness is one of major descriptions of financially-
economic activity of enterprise and provided by forming
of rational capital and property structure, by effective
proportions in the volumes of forming of financial
resources due to different sources. To Tom, one of strategic
tasks of enterprise there is bringing correlation over of the
personal and loan financial funds to the optimal level that
will provide as a maximal level of profitability so sufficient
level of financial firmness and accordingly will assist
strengthening of the financial state of enterprise. Thus, a
question of methodology of forming of optimal capital
structure is actual in the conditions of present time.

Analysis of recent researches and publications

The problems of forming of rational capital
structure investigated many foreign and home scientists,
in particular: 1.O. Form [1], Breily, C. Maers [2],
E. Helfort [12], Enton, Dj. Rice [14], L.O. Kovalenko,
L.M. Remnova [8]. Such scientists, as B.O. Podolsk and
V.O. Yarish investigated the question of methodology
of analysis of capital structure. The features of application
of methodical tool of optimization of capital structure were
studied by such scientists, as: R.S. Kvasnyts’koho [7],
0O.D. Sinitsin [10], O.D. Shcherban and O.V. Nasibova [13],
A.V. Ivko grounds expediency of application of complex
integral index of forming of capital of enterprise structure
[6]. Highly estimating the considerable scientific and
practical revisions of scientists, there is a row of debatable
aspects in relation to the methods of optimization capital
structures that are actual and need a further improvement.

Objectives of the article

The purpose of the article is to study the methods of
regulating the capital structure and identify their advan-
tages and disadvantages to justify the most rational method
for achieving the optimal ratio of structural elements of the
capital of the enterprise.

The main material of the research

In general, financial stability is considered as a com-
plex, qualitative characteristic of the financial condition of
the enterprise, which reflects the main trends of financial
relations under the influence of internal and external fac-

tors and is characterized by balanced liquidity, solvency,
rationality and efficiency of financial resources. In foreign
analytical practice, the concepts of “financial dependence”
[2, p. 741], “financial leverage” [12, p. 159-162], “capital
structure” [ 14, p. 168] are more often used. That is, assess-
ing the financial stability, first of all, based on the maxi-
mum allowable share of borrowed funds. Since sharehold-
ers receive what remains after payments by lenders, they
say that the debt leads to financial dependence (financial
leverage)” [2, p. 741]. Thus, the financial stability of the
enterprise is directly related to the capital structure.

Under the capital structure is understood the ratio of all
forms of own and borrowed funds used by the enterprise
in the course of its economic activity. We believe that the
main problem of effective management of financial sta-
bility is the optimization of capital structure. The results
of activity and, accordingly, the financial stability of the
enterprise significantly depend on what financial resources
are invested in fixed and current assets, how many of them
are in the sphere of production and in the sphere of cir-
culation, in monetary and material form. The relationship
between the capital structure of the enterprise with its
financial stability is that giving preference to a particular
source of funding affects the current and future state of the
enterprise. This is due to the fact that the use of only equity
guarantees the highest financial stability, but limits the
pace of development, as it can not provide the formation of
additional assets during periods of favorable market con-
ditions and does not use financial opportunities to increase
return on investment. The orientation of the management
system on the predominance of borrowed capital provides
high financial potential due to the growth of assets, as well
as the possibility of increasing financial profitability due to
the effect of financial leverage, but more generates finan-
cial risk and bankruptcy. The dilemma of independence
and profitability is designed to solve the optimization of
capital structure [4, p. 226].

As for the optimization of capital structure, there is no
unambiguous definition of this concept in the economic lit-
erature. For the most part, the interpretations are the same,
but there are also differences due to the fact that different
authors interpret the optimality of the capital structure dif-
ferentiated according to certain criteria. Thus, J. Brigham,
M. Erhardt note that the optimization of capital structure is a
combination of debt and equity, which allows to achieve the
maximum share price of the firm with constant investment
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opportunities [3]. That is, the authors use the criterion of the
maximum share price of enterprises, or the market value of
equity of the enterprise. According to IO Form, the optimal
capital structure is the ratio of own and borrowed funds
under which provides an effective proportionality between
the coefficient of financial profitability and the coefficient
of financial stability of the company, ie maximizes its mar-
ket value [1, p. 45]. V.O. Podolska and OV Yarish believe
that the optimal capital structure is the ratio between equity
and debt capital, which provides the most effective propor-
tionality between profitability and financial stability of the
company [9, p. 355]. That is, the criterion chosen is the ratio
between profitability and financial stability of the enterprise.

Based on the generalization of the considered scientific
approaches, we can say that in general the capital struc-
ture: — affects the return on assets and equity; — determines
the coefficients of financial stability and solvency; — forms
the ratio of profitability and capital risk. However, there is
no single universal method of optimizing the capital struc-
ture for different enterprises. At each enterprise optimiza-
tion of capital structure is carried out individually taking
into account branch and organizational features of their
functioning, influence of factors of external and internal
environment, the established strategic landmarks and cer-
tain priorities of criteria of optimization of target capital
structure. The process of capital optimization involves
determining its target structure, ie the ratio of own and bor-
rowed funds, which allows the company to fully ensure
the achievement of the selected criterion of capital optimi-
zation. Methods of regulating the capital structure of the
enterprise depending on the approach to optimization can
be classified into the following groups: normative-coeffi-
cient, single-criteria, multi-criteria (Table 1).

Financial ratios belong to the normative-coefficient
group of methods of capital structure regulation. The
essence is that the question of optimizing the capital struc-
ture is solved on the basis of the ratio of equity and debt cap-
ital of the enterprise, which achieves the normative values
of financial ratios. The following coefficients are most often
used: financial independence; debt; average industry ratio of
equity and debt capital; debt burden; interest coverage. In
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this case, as a guide, it is advisable to take into account not
only the industry average values of the coefficients but also
the leading companies in this industry. One-criteria group
of methods for regulating the capital structure includes, as
a rule, three methods of forming the optimal proportions for
the company between equity and debt capital by maximizing
or minimizing a specific indicator-criterion:

— optimization of the capital structure by the criterion
of maximizing the level of projected financial profitability;

— optimization of capital structure by the criterion of
minimizing its value;

— optimization of capital structure by the criterion of
minimizing the level of financial risks.

The method of optimizing the capital structure by the
criterion of maximizing the level of projected profitability
is based on multivariate calculations of profitability with
different capital structure and involves assessing the effec-
tiveness of financial leverage and operational-financial lev-
erage and EBIT-EPS approach.

In the economic literature traditionally consider the use
of the mechanism of financial leverage [1, p. 208; 13, p. 85;
10, p. 355]. The essence of financial leverage is the use of
borrowed capital by the company, which affects the change
in financial profitability and gives him the opportunity to
obtain additional income on equity. The effect of financial
leverage (EER) shows how many percent will change the
return on equity when included in the capital structure of
borrowed funds. Defined as the product of the capital struc-
ture ratio (}33—112), financial lever differential (JJA-IIK) and
tax corrector (1-IT).

3K
EQB = (A ~TIK) (1-11)

The value of the differential of financial leverage
depends on the negative or positive value of the indicator.
If the return on assets of the enterprise exceeds the level of
payment for the use of credit funds, the attraction of long-
term funds is beneficial to the enterprise and will increase
the return on equity and the positive value of the effect of
financial leverage. If, during the use of borrowed funds, the
level of return on assets falls below the level of interest on

Table 1 — Classification of methods for regulating capital structure

Group of methods

Methods

Debt ratio

Coefficient of financial independence

Normative-coefficient group
of methods

Average industry ratio of debt and equity

Debt burden ratio

Interest coverage ratio

Optimization of capital structure by the criterion
of maximizing the level of projected financial

— assessment of the effectiveness of financial
leverage; — assessment of the effectiveness of

Single-criteria group of methods

profitability operational and financial leverage;

— EBIT-EPS approach
Optimization of capital structure by the criterion |— the weighted average cost of capital
of minimizing its value (WACC)

Optimization of capital structure by the criterion
of minimizing the level of financial risks

asset financing policy: — conservative
— moderate (compromise) — aggressive

Comprehensive integrated indicator of the target capital structure

Multicriteria group of methods

Simultaneous combination of several single-criteria methods
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the loan, the indicator of the effect of financial leverage will
be negative and will indicate a decrease in the level of return
on equity. Therefore, the greater the positive value of the
financial leverage differential, the greater its effect. The tax
corrector reflects the degree of influence of the level of tax-
ation of the company’s profit on the effect of financial lev-
erage. Note that raising borrowed capital on favorable terms
for the company will always ensure the growth of return on
equity at a faster rate than the growth of the overall profit-
ability of the enterprise. At the same time, the advantages
of financial leverage disappear if the amount of borrowed
funds is too large. Knowledge of the mechanism of financial
leverage on the level of return on equity and the level of
financial risk allows you to purposefully manage both the
value and capital structure of the enterprise. This approach
has shortcomings that limit its application in practice: there
is no division of borrowed capital into long-term and short-
term; the cost of equity is not taken into account; inflation is
not taken into account.

It is also advisable in the process of optimizing the
capital structure to use operational and financial leverage,
which synthesizes such indicators as revenue, operating
and financial costs, net income. This approach to optimiz-
ing the capital structure by the criterion of maximizing
financial profitability allows you to determine the degree
of operational and financial risk, and is used to deter-
mine the aggregate risk of the enterprise. But on the basis
of this method it is impossible to determine the ratio of
equity and debt capital [13, p. 85]. The following method-
ological approach to regulating the capital structure of the
enterprise based on the criterion of profitability EBIT-EPS
is based on the assessment of the impact of alterna-
tive financing options on the value of earnings per share
(EPS) [8, p. 183]. The optimal capital structure is one that
achieves the maximum level of net income per share with
minimal risk of converting earnings before interest and
taxes (EVIT) into net income per share (EPS). The advan-
tage of the method is that the independent value is used
as an indicator of operating profit (EVIT), which does not
depend on the capital structure of the enterprise.

The method of optimizing the capital structure by the
criterion of minimizing its value is based on a preliminary
assessment of equity and debt capital under different con-
ditions of their formation, maintenance and implementation
of multivariate calculations of the weighted average cost
of capital and, thus, finding the most real market value.
Weighted average cost of capital (WACC) is an indicator
that determines the average level of payment for the use of
financial resources from all sources of funding. According
to this criterion, the best ratio will be own and borrowed
sources of funds from different sources of their formation,
which allows to minimize the cost of capital formation of
the enterprise. In a situation where debt is introduced into
the capital, the WACC indicator, as a criterion for capital
optimization, is calculated as a weighted average [11].

wacc=2 R, (1-T)+ £r))
\'% \'%
where % is the debt ratio; R, — interest rate on debt;

% — the share of equity in the total cost of capital of the
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enterprise; R, — the value of share capital; T — tax rate. In a
situation where the sources of capital formation are differ-
entiated, in particular: the project is financed through the
issuance of new shares, debt obligations, retained earnings
and other sources, the WACC indicator is as follows:

WACC = TWR,
t=1

where W, — the share of the source in the formation of the
capital structure; R, — interest rate at source.
Undoubtedly, the structure of capital affects its value.
The larger the share in the structure of financial resources of
the enterprise with a higher level of payment for its use, the
higher will be the value of the indicator. The optimal struc-
ture provides the minimum value of WACC of all possible.
That is, this criterion provides for the optimization of the
structure of borrowed funds at the lowest weighted average
cost of using financial resources. The method of optimizing
the capital structure by the criterion of minimizing the level
of financial risks is associated with the process of differen-
tiated choice of sources of financing of various components
of the assets of the enterprise. Namely: non-current assets;
fixed part and variable part of current assets of the enterprise.
The optimal capital structure will depend on the chosen asset
financing policy [13, p. 85; 10, p. 355]: conservative, mod-
erate, aggressive. Conservative policy involves the use of
equity and long-term debt capital to form non-current assets,
a fixed part of current assets and half of the variable part of
current assets. The second half of the variable part of current
assets should be financed by short-term debt capital. The
advantage of this policy is to minimize the risk of lack of
funds and ensure a high level of financial stability. A moder-
ate policy involves financing non-current assets and a fixed
part of current assets from long-term own and borrowed
funds, and a variable part of current assets — from short-term
borrowed capital. Such a policy allows for a compromise
between the cost of capital and the risk of insufficient finan-
cial resources, and as a result — provides a high level of finan-
cial stability. Aggressive policy is that equity and long-term
borrowed capital, which together constitute fixed liabilities
of the enterprise, are used only to form non-current assets.
All current assets are financed by short-term borrowed cap-
ital. The advantage of this policy is the lowest cost of using
the company’s capital. The disadvantage is the high risk of
loss and insufficiency of fixed capital. Accordingly, there
are significant problems in ensuring the solvency and finan-
cial stability of the enterprise. The considered optimization
methods have both advantages and disadvantages (Table 2).
The main disadvantages of these methods of regulat-
ing the capital structure are that they take into account
a limited number of factors. Therefore, scientists justify
the use of multicriteria methods. Some authors suggest
supplementing these methods with indicators of solvency,
leverage in the property structure of capital [7, p. 74].
There are proposals for the use of a comprehensive inte-
grated indicator of the target capital structure, taking
into account the industry characteristics of the enterprise
[6, p. 108]. Having studied the main stages and meth-
ods of optimizing the capital structure of the enterprise,
it should be noted that the most rational to achieve the
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Table 2 — Advantages and disadvantages of capital structure optimization methods

Advantages of the method

Disadvantages of the method

Optimization of capital structure by the criterion of maximizing the level of projected financial return

Allows you to calculate the growth of the cost of equity,
determine the financial stability and the degree of financial risk,
is used to determine the total risk of the enterprise.

It is impossible to determine
the ratio of equity and debt capital.

Optimization of capital structure by the criterion of minimizing its value

Allows you to choose the cheapest ratio between
the sources of financing of the enterprise

The WACC formula does not reflect industry and other risks. The
difficulty in calculating this indicator is to calculate the unit price
of capital obtained from a particular source of funding.

Optimization of capital structure by the criterion of minimizing the level of financial risks

Allows to optimize sources of financing of the capital, to define
policy of financing of assets, to define a parity between sources
of financing of the capital

It is applied to definition of a parity only between constant
sources of financing (current and non-current assets), does not
open a parity between own and borrowed capital

optimal ratio of structural elements of enterprise capital
may be the method of cumulative effect of maximizing the
return on equity and financial stability. That is, the simul-
taneous effect of the two criteria will make it possible to
form an optimal capital structure according to the criterion
of ensuring the financial stability of the enterprise, as well
as calculations of the forecast return on equity and finan-
cial stability of the enterprise for the future.

Conclusions

The study found that financial stability is directly related
to the capital structure, ie a rational capital structure provides

the company with financial stability, return on equity, sol-
vency of the enterprise and, accordingly, helps to increase its
competitiveness. Optimization of capital structure should be
based on certain criteria, which are indicators of the rational
ratio of equity and debt capital depending on the objectives
of the enterprise, namely minimizing the weighted average
cost of capital, maximizing return on equity while clearly
minimizing risk. In this case, to form the most rational capi-
tal structure, it is advisable to comply with the requirements
of several criteria for its optimization, to maximize the return
on equity and financial stability as a prerequisite for further
development of the enterprise.
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