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OPTIMIZATION OF A COMPANY'S
CAPITAL STRUCTURE BASED ON
THE CRITERION OF MINIMIZING
THE LEVEL OF FINANCIAL RISK

Abstract

In the context of growing economic uncertainty, capital structure optimization is be-
coming a critical tool for minimizing financial risks, providing companies with the
necessary stability and adaptability in modern conditions. This paper aims to develop
theoretical foundations for the existing capital structure optimization methods and
elaborate an optimal capital structure formation strategy to ensure companies’ finan-
cial stability and flexibility in conditions of high financial uncertainty. The article offers
a stabilization-flexible approach to optimizing companies’ capital structure in financial
instability and crises, making it possible to ensure the companies” financial stability
while preserving their ability to adapt to a volatile environment quickly. The main idea
of the approach is the balanced use of equity capital and long-term and short-term
liabilities to finance various components of assets, which helps to minimize risks and
increase the efficiency of financial management. A roadmap for the implementation of
the stabilization-flexible approach to optimizing the capital structure has been formed,
the basis of which is the construction of a logical chain of actions, including the defi-
nition of companies’ goals, the assessment of available financial resources and risks,
and the development of financing strategies, their implementation, further control and
monitoring of results. The study results can be helpful for financial managers, analysts,
and investors seeking to improve the efficiency of capital management and reduce the
impact of external and internal risks on the financial condition of companies.

Keywords financial risk, equity capital, loan capital, financial
stability, risk management, economic instability,
financial management

JEL Classification G33, G34, G01, M41

INTRODUCTION

Capital is one of any company’s essential resources, ensuring its
functioning and development. Equity is understood from two points
of view: as a company’s own property, the totality of resources and
means invested in the company’s assets, and as the totality of econom-
ic goods.

The possibility of a company’s functioning, competitiveness, and fi-
nancial condition ultimately depends on the presence or absence of
the necessary financial resources. At the same time, the optimal struc-
ture of equity capital plays an important role, which in turn should
ensure maximum profit and maximum profitability of activities.

In today’s environment of economic instability, global financial un-
certainty, unresolved consequences of the COVID-19 pandemic, and
geopolitical conflicts, the right approach to capital structure forma-
tion is decisive in the activity of any company. At the same time, it
is necessary to take a balanced approach to the formation of capital
structure. On the one hand, excessive use of debt capital can lead to
increased financial risks and even bankruptcy. On the other hand, an
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overly cautious approach can limit companies’ growth potential and their ability to use financial le-
verage to achieve strategic goals. The chosen financial strategy of companies must correspond to the
company’s goals. According to them, the formation of the target capital structure should be carried out.

In Ukraine, where the economy is experiencing instability and crisis, the issue of optimizing the eq-
uity capital structure is becoming particularly relevant. The state of war in Ukraine creates addition-
al challenges for companies, in particular, limited resources, reduced revenues, and increased risks.
Improper capital management in such conditions can lead to financial difficulties and even bankruptcy.
Businesses need to quickly adapt their financial strategies to ensure stability and viability in the face of
instability. An effectively developed capital structure optimization strategy can reduce the level of risk,
reduce costs, and increase flexibility, which is critically important for the survival and development of
companies, even in conditions of increased danger.

These conditions emphasize the need to develop adaptive capital structure optimization strategies that

minimize financial risk and promote sustainable business growth.

1. LITERATURE REVIEW

Optimization of capital structure is a key aspect
of a company’s financial management, as it affects
financial risk, liquidity, and value. One of the key
theories related to capital structure optimization
is the trade-off theory, which determines that
companies, forming an optimal capital structure,
balance between tax benefits from debt and finan-
cial costs (Brusov et al., 2013; Msomi & Nzama,
2023; Msomi, 2024). Another popular theory -
the Pecking Order Theory - states that companies
have priority in using internal sources of financ-
ing over external ones, and among external ones,
they prefer debt to issuing new shares (Effendi,
2017, Brigham & Daves, 1987).

A considerable amount of theoretical and empirical
scientific research in this area is devoted to study-
ing the influence of capital structure on compa-
nies’ financial stability by analyzing key indicators
of a company’s activity and comparing them with
the size of equity and loan capital (Msomi, 2024).
However, as Ma and Xu (2020) rightly note, the
analysis of only absolute values does not provide
a complete picture of the company’s performance.
Instead, the authors emphasize the need to use
more advanced methods and methodologies of da-
ta analysis and the calculation of relative indicators.

In addition, Bystryakov et al. (2018) argued that
modern technologies are also important when
modeling the optimal capital structure. Using intel-
ligent systems and computing methods, the authors
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proved that an effective capital structure can signif-
icantly affect companies’ financial stability, which
confirms the importance of a scientific approach to
optimization.

In addition, Kulikov et al. (2023) modeled the op-
timal capital structure using the theory of simula-
tions and the Python programming language, ar-
guing that modern technologies eliminate the risk
of subjective assessment of reality.

Using statistical methods to forecast possible
changes in financial indicators, A. Chowdhury and
S. Chowdhury (2010) optimized a company’s capi-
tal structure. This study is a vivid example of how
companies can respond to external and internal
risks by dynamically adjusting the equity capital
structure.

An innovative approach to determining the opti-
mal capital structure is the study by Drezewski et al.
(2018), which proved the possibility of using bio-in-
spired agent systems for making corporate financial
decisions, including capital structure optimization.

At the same time, De Wet (2006) emphasizes that
there is no universal approach to choosing the opti-
mal capital structure, as this choice depends on ma-
ny internal and external factors (such as industry
specifics, company size, state of the economy, etc.).

Kundakchyan and Zulfakarova (2014) emphasize

the importance of considering industry specifics
when determining the optimal capital structure.
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In particular, Tsai et al. (2010) developed an ana-
lytical model for optimizing the capital structure
of construction companies, taking into account
the industry’s specifics. The authors emphasize
that the factors of the developed model are vari-
able except for the industry specifics.

Feng et al. (2017) and Wang et al. (2018) deter-
mine the optimal capital structure of public-pri-
vate partnership projects taking into account their
industry specifics and the state of the country’s
economy. In addition, these studies emphasize the
importance of considering the needs of various
stakeholders in optimizing the capital structure,
emphasizing that it allows for balancing risks and
benefits.

Filimonova et al. (2021) also evidence the impor-
tance of considering the industry’s specific condi-
tions; the researchers explored the need and op-
portunity to optimize capital structure in mining
companies, noting that capital management in this
sector is critical due to high levels of financial risk.

Therefore, numerous studies demonstrate differ-
ent approaches to optimizing capital structure,
emphasizing their impact on a company’s finan-
cial condition. From intelligent systems to analyti-
cal models, they all emphasize the importance of
dynamic capital management to ensure sustain-
ability and growth of company value.

Capital structure management acquires special
relevance and importance in the conditions of
economic instability caused by the consequences
of the global COVID-19 pandemic and geopoliti-
cal conflicts.

Boz et al. (2019) argue that in the context of finan-
cial and economic crises, companies are forced to
review their financial strategies, reducing the de-
pendence on external financing and increasing li-
quidity to ensure flexibility. As Kacer et al. (2024)
rightly note, military conflicts cause an even
greater risk of uncertainty, leading to the need to
quickly adapt the company’s actions to changing
conditions. For example, Berens and Cuny (1985)
argued that owners are primarily focused on re-
ducing the level of financial risk when making
decisions about changing the capital structure.
Other studies, in particular, Frank and Goyal
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(2009), emphasize that companies under condi-
tions of high uncertainty (uncertainty of profit-
ability of operations, uncertainty of the state of the
economy, etc.) tend to acquire less debt financing
to reduce the risk of bankruptcy.

Among the most widespread methods of optimiz-
ing a company’s equity capital structure, research-
ers single out conservative, compromise, and ag-
gressive approaches. However, the researchers
themselves emphasize that, as a rule, it is quite dif-
ficult for companies to follow only one approach
during the entire life cycle of companies, especial-
ly given the instability of the modern economic
system.

Despite a large number of studies, the problem of
optimizing the capital structure remains complex,
multifaceted, and poorly understood in condi-
tions of high uncertainty and risks associated with
external shocks. Further study of this issue is re-
quired to develop effective approaches in modern
conditions of economic instability.

This paper aims to develop theoretical foundations
for existing methods of capital structure optimi-
zation and develop an optimal capital structure
formation strategy that will ensure companies’
financial stability and flexibility in conditions of
economic instability and crisis situations.

2. METHODOLOGY

This study uses a theoretical approach to optimiz-
ing companies’ capital structure in economic in-
stability conditions.

The research methodology involves a step-by-step
implementation of the following key steps:

1) Analysis of traditional approaches to capital
management: This step analyzes the existing
approaches to optimizing companies’ capital
structures and their main characteristics.

2) Identification of problems and limitations:
It identifies advantages and limitations that
companies face when using each of the previ-
ously defined approaches in conditions of eco-
nomic instability and crisis situations.

http://dx.doi.org/10.21511/afc.05(1).2024.04



3)

4)

3.

Development of an optimal strategy for capi-
tal structure formation: A new conceptual
approach has been developed that combines
elements of various approaches to capital
management.

Development of a road map for the implemen-
tation by companies of the proposed approach
to forming an optimal capital structure, tak-
ing into account the risk minimization factor.

RESULTS

As previously mentioned, in the economic litera-
ture, most scientists single out three approaches to
determining the optimal capital structure (to fi-
nancing groups of company assets).

1.

Conservative approach involves the use of eq-
uity capital and long-term liabilities for the

3.
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formation of non-current assets, the perma-
nent part of current assets and half of the vari-
able part of current assets (Figure 1).

Aggressive approach is aimed at using equity
capital and long-term liabilities only to fi-
nance non-current assets (Figure 2).

Compromise approach involves financing of
non-current assets and a permanent part of
current assets at the expense of equity and
long-term liabilities. At the same time, the
variable part of current assets is financed by
short-term liabilities. This policy of attracting
sources allows us to reach a compromise be-
tween the cost of capital and the risk of its loss
(Figure 3).

It should be noted that each of these methods has
its own advantages and disadvantages, which are
summarized in Table 1.

Periods of non-use
of the debt capital

Permanent part of current assets

Short-term liabilities

Assets, thousand UAH

Non-current assets

v Long-term equity capital
A and debt capital
A A
»
Time

Figure 1. Conservative approach to asset financing

Variable part
of current assets

Current liabilities

Permanent part of current assets

Assets, thousand UAH

Non-current assets

A 4
A
Long-term equity capital
and debt capital
v,
Time

Figure 2. Aggressive approach to asset financing

http://dx.doi.org/10.21511/afc.05(1).2024.04

49



Accounting and Financial Control, Volume 5, Issue 1, 2024

Variable part
of current assets

Current liabilities

Permanent part of current assets

Assets, thousand UAH

Non-current assets

A 4

A Long-term equity capital
and debt capital

v,

Time

Figure 3. Compromise approach to asset financing

Table 1. Advantages and disadvantages of traditional methods of capital structure optimization

Approach Advantages : Disadvantages
Agoressive i Minimal cost of capital, which makes it i High risk of insolvency, as current assets are financed by
£e i possible to maximize profitability in the i short-term liabilities, which may lead to liquidity shortages in

spproach shortterm

imes of crisis or instability

Balance between risk and cost of capital,

Compromise H ) )
P :a more sustainable funding structure

May not be flexible enough in conditions of sudden change
{in the financial markets or during prolonged crises, which
i may lead to a decrease in the ability to quickly adapt to new

h : )
approac : compared to an aggressive approach
) { High resistance to financial risks, ensuring
Conservative {liquidity and reducing dependence on
approach | Y gdep

i external sources of financing

High cost of capital due to a higher share of equity capital
i and long-term liabilities, which can reduce the company’s
¢ profitability and competitiveness in the long term

It should be noted that traditional approaches
to optimizing the capital structure (see Table 1)
have relevant well-argued advantages, but the key
drawback of all three approaches is that, in their
pure form, none of them can effectively ensure
the stable functioning of companies in condi-
tions of crises and financial shocks. Each of these
approaches focuses on a certain aspect of asset
and liability management, but does not consider
changing conditions that require greater flexibil-
ity and adaptability.

In particular, although the cost of capital is re-
duced with an aggressive approach, a sufficient
level of liquidity is not ensured, which may lead to
the company not being able to pay its debt obliga-
tions, and in a crisis situation, to its bankruptcy.

A compromise approach partially provides a bal-
ance between risks and the cost of capital, but at
the same time, it does not provide flexibility and
adaptability in the changing conditions of eco-
nomic instability. The most “cautious” approach
is conservative. It ensures stability, but at the ex-
pense of large capital expenditures, reducing the
profitability of companies.
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In Ukraine, in the conditions of martial law
and financial instability, none of the traditional
approaches to optimizing the capital structure
will be unequivocally effective, because they of-
ten assume the presence of a stable market en-
vironment and access to predictable financial
resources. In Ukraine, in conditions of high un-
certainty, these approaches cannot adequately
respond to sudden changes in economic condi-
tions, such as fluctuations in exchange rates, re-
strictions on access to ﬁnancing, and constant
interruptions in the supply of resources. This
limits their ability to ensure financial sustain-
ability and efficiency.

Therefore, given the aforementioned shortcom-
ings of each of the identified approaches to opti-
mizing a company’s capital structure, there is a
need to develop another approach that would in-
tegrate the advantages of traditional approaches
and minimize their shortcomings.

Based on the need to take into account two
mandatory factors - stability and flexibility,
which are critically important for ensuring the
stable financial state of companies in conditions

http://dx.doi.org/10.21511/afc.05(1).2024.04



of uncertainty, it was decided to call the new ap-
proach “stabilization-flexible”.

The stabilization-flexible approach will make it
possible to maintain the stability of financing of
non-current assets and the permanent part of
current assets at the expense of long-term capi-
tal, which provides protection against liquidity
risks. At the same time, this approach provides
flexible management of the variable part of cur-
rent assets through the use of short-term liabili-
ties and liquidity reserves, which allows us to
quickly respond to market changes and main-
tain financial stability (Figure 4)

As Figure 4 shows, the stabilization-flexibili-
ty approach to asset financing combines ele-
ments of all three classic approaches - aggres-
sive, compromise and conservative — and adapts
them to conditions of financial instability and
uncertainty.

Under the stabilization and flexibility approach,
non-current assets are financed mainly through
equity and long-term liabilities. This ensures
the stability of companies in the long term,
since these assets are less subject to market fluc-
tuations and require a stable source of financing.
The permanent part of current assets is financed
by a combination of long-term and short-term
liabilities, depending on market conditions. It
represents those current assets that are needed
by companies regardless of seasonal or other
fluctuations. In Figure 4, the permanent part of
current assets is displayed above non-current
assets and has a slightly variable, but mostly
stable financing structure.

Accounting and Financial Control, Volume 5, Issue 1, 2024

The variable part of current assets is financed by
short-term liabilities or liquid reserves. This al-
lows companies to quickly adapt to changes in the
market and avoid liquidity shortages in case of un-
expected expenses or a decrease in income.

In Figure 4, the variable part of current assets is
presented as the most dynamic area, constantly
changing, demonstrating flexibility and quick ad-
aptation to market conditions. The stabilization-
flexible approach also involves creating reserve
funds to cover unforeseen costs in crisis situations.
The presence of liquid assets, such as cash and se-
curities, which can be quickly mobilized, allows
companies to meet operational needs.

Therefore, the proposed approach will provide bet-
ter adaptability and the ability to react quickly to
changing conditions, reducing dependence on exter-
nal sources of financing and risks associated with a
lack of liquidity. This will allow companies to func-
tion efficiently in periods of stability and be ready
for crisis situations while maintaining competitive
advantages.

Implementing a stabilization-flexibility approach
to capital optimization and management is a com-
plex process that requires careful planning and
consistent actions. Below is a road map for imple-
menting this approach to optimizing the capi-
tal structure. This step-by-step action plan will
ensure a systematic approach to implementing
changes, reducing financial risks, and increasing
resource use efficiency (Fig. 5).

It should be noted that implementing the stabiliza-
tion-flexibility approach requires constant assess-

Variable part
of current assets

Short-term liabilities or liquid
reserves that can be mobilized

Permanent part of current assets

Current liabilities +
part of long-term liabilities

Assets, thousand UAH

Non-current assets

Equity capital and part
of long-term debt capital

v,

Time

Figure 4. Stabilization-flexibility approach
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STEP 1. ANALYSIS OF THE CURRENT FINANCIAL SITUATION

STEP 2. DEVELOPMENT OF THE TRANSITION PLAN

SUB-STEP 1.1
ASSESSMENT OF FINANCIAL
CONDITION

Conducting a detailed analysis
of the current capital structure,
including the analysis of the
balance sheet, income
statement, and cash flow
statement.

Determination of the ratio of
equity and borrowed capital,
short-term and long-term
liabilities, as well as the
structure of assets (non-
current, current, permanent
and variable parts of current
assets).

SUB-STEP 1.2
IDENTIFICATION
OF RISKS

Assessing the risks associated
with the current financial
structure, including liquidity
risks, credit risks, currency risks
and interest rate risks.
Identifying potential
weaknesses, such as
dependence on short-term
liabilities, insufficient financial
reserves or lack of liquidity.

SUB-STEP 1.3
COMPARISON WITH
COMPANY GOALS

Determining how well the
current capital structure meets
companies’ strategic goals,
including growth, sustainability
and competitiveness.
Identification of the need for
changes in capital management
to achieve goals.

SUB-STEP2.1
DETERMINATION OF THE
TARGET CAPITAL STRUCTURE

Development of an optimal
capital structure that combines
stability and flexibility, taking
into account the requirements
of the stabilization and flexibility
approach.

Determination of equity capital
shares, long-term and short-
term liabilities in financing non-
current assets, permanent and
variable parts of current assets.

SUB-STEP 2.2
CREATION OF RESERVES
AND LIQUID FUNDS

Determining the necessary
amount of reserve funds to
cover unforeseen costs in crisis
situations. This may include
reserves to maintain liquidity,
reserves in case of losses or
decline in revenues.

Planning for the placement of
liquid assets, such as cash and
securities that can be quickly
mobilized to finance the
company's operational needs.

SUB-STEP 2.3

DEVELOPMENT OF ADAPTIVE
CAPITALMANAGEMENT
poLicY

Establishing a policy for
monitoring market conditions
and companies’ financial
indicators for quick response to
changes.

Implementation of hedging
instruments to reduce risks
associated with exchange rates,
changes in interest rates and
other market factors.

STEP 3. FORMATION OF THE NEW CAPITALSTRUCTURE

STEP 4. EVALUATION OF RESULTS AND ADJUSTMENT OF STRATEGY

SUB-STEP 3.1
OPTIMIZATION
OF ASSETS’ FINANCING

Transition to financing non-
current assets mainly through
equity capital and long-term
liabilities to ensure
sustainability. This includes
refinancing of short-term
liabilities with long-term loans
or bond issues.

Reorganization of financing of
the permanent part of current
assets through a combination of
long-term and short-term
liabilities depending on market
conditions.

SUB-STEP 3.2

CREATION AND
REPLENISHMENT OF RESERVE
FUNDS

Initial creation of reserves by
allocating part of the profit or
attracting additional financing.
Regular replenishment of
reserves in accordance with
changes in the company's
financial indicators and market
conditions.

SUB-STEP 3.3
IMPLEMENTATION OF THE
MONITORING AND RISK
MANAGEMENT SYSTEM

Development and
implementation of automated
systems for the monitoring of
financial indicators and market
conditions that may affect
companies’ activities.
Establishment of procedures for
regular review and adjustment
of the capital structure
depending on changes in
economic environment or
companies’ internal indicators.

SUB-STEP 4.1

EVALUATION OF EFFICIENCY
OF THE NEW CAPITAL
STRUCTURE

Conducting an analysis of
effectiveness of the new capital
structure after its
implementation. This includes
an assessment of liquidity,
profitability and financial
stability of companies.
Measuring the achievement of
companies’ strategic goals, such
as reducing financial risks,
improving flexibility and
resilience to crisis situations.

SUB-STEP 4.2
COLLECTING FEEDBACK
AND IDENTIFYING
PROBLEMS

Collecting feedback from
financial analysts, managers and
other stakeholders of
companies regarding the
effectiveness of implemented
changes.

Identification of problems that
arose during the
implementation of the new
capital structure and analysis of
their causes.

SUB-STEP4.3
ADJUSTMENT
OF STRATEGY
AND ACTION PLAN

Making necessary adjustments
to the capital management
strategy based on received data
and feedback. This may include
changes in the ratio of short-
term to long-term liabilities,
revision of reserve policy or
adaptive capital management.
Development of new measures
or policies to further improve
the capital structure taking into
account current and future risks
and opportunities.

Figure 5. Road map for implementing the stabilization-flexible approach to capital structure optimization

$20T ‘L anss| ‘S aWwnjoA ‘|0J3u0) [eldUeUL{ pue SUi3UNOdDY



ment and adaptation to changing market conditions,
i.e., the time intervals during which the existing fi-
nancial strategies must be monitored and adjusted
are determined by the company’s management ap-
paratus. The main goal of this approach is to ensure
the long-term sustainability of companies and their
ability to quickly respond to financial challenges,
minimizing risks and maximizing profitability.

Commenting on the stages shown in Figure 5, it
should be noted that an important component of
this approach is the constant monitoring of mar-
ket conditions and companies’ financial indica-
tors. This allows timely adjustment of the capital
structure and reduction of risks associated with
exchange rates or interest rates. Using hedging
instruments also helps minimize potential finan-
cial losses.In addition, it should be noted that the
amount of equity and loan capital can be balanced
using one of the methods shown in Figure 6.

In general, it should be noted that under the pre-
vailing unstable external conditions, it is quite
difficult to plan one’s activities in the long term
due to the high level of uncertainty. Therefore, it
is necessary to follow the following recommenda-
tions. Firstly, when choosing sources of funds, it
is necessary to consider both their cost and avail-
ability. Under these conditions, loan funds, espe-
cially short-term ones, should become a source of
financing with lesser priority. Secondly, prefer-
ence should be given to internal sources of funds
in the form of retained earnings. With an increase
in their own resources, companies have poten-
tial opportunities for growth in the long term.

Accounting and Financial Control, Volume 5, Issue 1, 2024

Thirdly, the combination of various external and
internal sources of financing should contribute to
increasing the level of return on capital. The de-
cision to attract funds should be made if there is
no decrease in the level of profitability of the total
amount of capital. Also, all changes in companies’
capital structure should be aimed at increasing fi-
nancial stability and liquidity, reducing the risk of
insolvency, and significantly improving relations
with banks, suppliers, etc.

o Also, it is worth emphasizing certain nuances

that must be considered when implementing
and applying the stabilization-flexible ap-
proach to optimizing the equity structure of
companies in Ukraine. In particular:

o Financial risks and management of currency
fluctuations: the high degree of volatility of ex-
change rates and financial markets in martial
law conditions makes it necessary to implement
mechanisms for hedging currency risks and
planning financial flows considering possible
fluctuations. As a rule, such volatility requires
constant monitoring of financial indicators and
taking measures to optimize the debt load.

o Security and protection of infrastructure:
Ukrainian companies should invest in the
security of their facilities, particularly in pro-
tecting critical assets from possible damage or
destruction. At the same time, a stabilization-
flexible approach should include planning for
backup and recovery activities and concluding
insurance contracts in case of force majeure.

Balancing equity and debt capital

y

A 4

equity capital

Increase in the size of companies’

Reduction in companies’ liabilities

e T

Making additional
contributions by
participants

Revaluation
of fixed assets and
intangible assets

External investment
through the free
transfer of funds

or property

Change of payment
periods for
dividends, etc.

Figure 6. Methods for balancing the size of companies’ capital
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4. DISCUSSION

In conducting this study, it was proposed to de-
velop a stabilization-flexible approach to the for-
mation of the optimal capital structure, which
combines the advantages of traditional methods,
such as aggressive, compromise, and conservative
ones, while being adapted to changing conditions
and economic instability. The proposed approach
makes it possible to achieve an optimal balance
between risk and profitability while ensuring
companies’ high flexibility and financial stability.

A comparison of the obtained results with the
conclusions of other researchers confirms the fea-
sibility of using a stabilization-flexible approach
in conditions of economic instability. In particu-
lar, this study’s findings correlate with those of
Filimonova et al. (2021), who found that aggres-
sive or conservative approaches can lead to signifi-
cant financial losses or low profitability in crisis
conditions.

In this context, the results of this study also sup-
plement the conclusions made by Effendi (2017),
who emphasizes the importance of integrating el-
ements of flexibility and adaptability into the capi-
tal management strategy.

Kacer et al. (2024) also indicate the need to cre-
ate reserve funds and liquid assets as important
components of companies’ financial strategy. This

study supports this idea, further demonstrating
how a combination of long-term and short-term li-
abilities can be effectively used to cover both fixed
and variable assets, thereby minimizing risks and
increasing financial flexibility. However, unlike
other approaches, the proposed stabilization-flex-
ible method focuses on constant monitoring of
market conditions and financial indicators, allow-
ing companies to respond to changes on time and
maintain stability. This aspect emphasizes the im-
portance of dynamic capital management, which
considers current economic indicators and pos-
sible future changes.

However, some studies (De Wet, 2006;
Kundakchyan & Zulfakarova, 2014) focusing on
trade-off approaches have been found to be easier
to implement and less demanding on managerial
resources. This approach may seem more complex,
as it requires more careful planning, monitoring,
and management. The implementation of a stabi-
lization and flexibility approach requires a deep
understanding of companies’ financial conditions,
regular assessment of market conditions, and
the use of complex financial instruments, which
can be a challenge for some companies, especial-
ly smaller ones or those with limited resources.
Therefore, this article proposes a more compre-
hensive and adaptive approach to capital manage-
ment that better meets today’s challenges but may
require more effort and resources to implement
compared to other, less flexible methods.

CONCLUSION

The study reviewed the existing methods of capital structure optimization and proposed a stabilization-
flexible approach that demonstrates its effectiveness in conditions of financial instability and economic
crises. This approach ensures balanced management of assets and liabilities, taking into account the fac-
tors of stability and flexibility, which allows companies to maintain financial stability and adapt to rapid
changes in the market. Thanks to this approach, companies will be able to minimize financial risks,
maintain liquidity, and optimize capital structure to achieve strategic goals. The proposed approach
includes the creation of reserves, adaptive capital management, and active use of hedging instruments,
which makes it universal for different types of businesses and industries.

The prospects for further research in this area include a detailed empirical study of the feasibility of
implementing the proposed approach and an analysis of the effectiveness of the stabilization-flexible
approach in various industries, particularly in prolonged economic crises. It is important to study the
impact of macroeconomic factors on the success of this approach implementation and its adaptation
to specific economic conditions caused by crises (for example, martial law in the country). It is also
promising to study the possibilities of integrating new financial instruments and technologies, such as
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blockchain and artificial intelligence, into the capital management system to improve its efficiency and
reduce risks. Additional research can focus on developing methodologies for assessing the impact of the
stabilization-flexible approach on companies’ long-term profitability and competitiveness.
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