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Objective: This study aims to identify, empirically test, and explain the paradigmatic model of
capital structure strategy in chemical and food industry firms listed on the Tehran Stock Exchange
using an exploratory mixed-method approach.

Methodology: This applied research employed a sequential exploratory mixed-method design in
three phases. First, a meta-synthesis of prior literature was conducted to extract determinants of
capital structure, which were validated through expert consultation. Second, multivariate panel
regression models were estimated separately for 46 listed firms (414 firm-year observations) over
the period 2015-2023. Third, grounded theory methodology was applied through semi-structured
interviews with financial experts, senior managers, and academics to develop a paradigmatic model
of capital structure strategy.

Findings: The regression results indicate that explanatory variables account for 50% of the
variation in capital structure in the chemical industry and 43% in the food industry. In the chemical
sector, profitability and liquidity exert significant negative effects, while risk shows a positive effect
on leverage. In contrast, in the food sector, profitability and inflation negatively affect leverage,
whereas institutional ownership has a positive and significant impact. Furthermore, leverage
negatively affects ROCE and ROE and positively influences the cost of capital in chemical firms.
In food firms, debt-based financing positively affects ROCE and ROE but significantly reduces
stock liquidity. The qualitative phase reveals that capital structure strategy is shaped by the
interaction of causal conditions, contextual factors, intervening variables, strategic responses, and
resulting outcomes within each industry.

Conclusion: The findings demonstrate that capital structure strategies in chemical and food
industries are influenced not only by firm-level financial determinants but also by industry-specific
characteristics, macroeconomic policies, competitive market conditions, and institutional
environments; therefore, no universal capital structure model can be generalized across industries.

Keywords: Capital structure, Chemical industry, Food industry, Grounded theory, Paradigmatic
model, Tehran Stock Exchange



https://www.dmbaj.com/
https://doi.org/10.61838/dmbaj.335
https://creativecommons.org/licenses/by/4.0/
https://orcid.org/0000-0001-8780-4316
https://orcid.org/0000-0002-4624-0929
https://orcid.org/0000-0002-2179-9662
http://creativecommons.org/licenses/by/4.0
https://portal.issn.org/resource/ISSN/3041-8933

m) Fakuri et al. Dynamic Management and Business Analysis 5:4 (2026) 1-28
EXTENDED ABSTRACT
Introduction

Capital structure represents one of the most fundamental financial policy decisions within
corporations, reflecting the proportionate use of debt and equity in financing assets and operations. The
choice of leverage level directly affects the cost of capital, financial risk, agency conflicts, firm value, and
long-term sustainability. Classical theoretical frameworks—including the trade-off theory and the pecking
order theory—have attempted to explain how firms balance tax advantages of debt against bankruptcy
and agency costs, or prioritize internal financing over external funding under information asymmetry
(Myers, 2001). In financial management literature, capital structure is consistently positioned as a strategic
decision that must align with value maximization objectives and risk management considerations (Raei &
Pouyanfar, 2018; Raei & Talangi, 2010).

Despite the robustness of theoretical models, empirical findings demonstrate that capital structure
determinants are dynamic and context-dependent. Recent panel-based evidence shows that leverage
decisions evolve gradually toward target levels and are shaped by profitability, firm size, risk exposure,
and macroeconomic conditions (Yahya & Al-Mutairi, 2024). Industry characteristics further differentiate
financing patterns; capital intensity, volatility of earnings, and asset structure significantly influence firms’
reliance on debt versus equity (Al-Najjar & Taylor, 2023). Firm size has also been found to moderate the
relationship between leverage and profitability, suggesting heterogeneous financial behavior across
organizational scales (Khatib & Nour, 2023).

Macroeconomic variables such as inflation and interest rates play a pivotal role in shaping leverage
decisions, particularly in emerging markets where economic volatility alters credit conditions and capital
costs (Mokhova & Zinecker, 2014). Empirical studies frequently report an inverse relationship between
profitability and leverage, alongside a positive association between firm size and debt capacity (Abor,
2005; Handoo & Sharma, 2014). Comprehensive reviews identify profitability, tangibility, size, and market
conditions as consistently significant determinants of capital structure across contexts (Frank & Goyal,
2009).

Beyond financial metrics, governance mechanisms and ownership structure influence leverage
choices. From an agency theory perspective, debt can act as a disciplinary mechanism that reduces
managerial opportunism and aligns managerial actions with shareholder interests (Henry, 2010). Evidence
from corporate governance studies indicates that CEO power and governance quality significantly affect
financing decisions (Sahmani Asl et al., 2023). Moreover, earnings quality and discretionary accruals
interact with financing patterns and investment efficiency (Hashemi et al., 2010). Capital structure has also
been identified as a moderating factor in the relationship between governance mechanisms and firm value
(Tripathi et al., 2024).

Recent developments in digital finance and fintech innovations introduce new dimensions to
capital structure analysis. Digital financing platforms expand funding channels and potentially alter firms’
optimal leverage configurations (Dianjie & Abdul-Rahim, 2025). Fintech-based solutions may enhance
flexibility in financing strategies under heightened uncertainty at both micro and macro levels (Anexcin et
al., 2025). During economic downturns, multinational corporations adopt adaptive leverage strategies to



manage liquidity and cost-of-capital risks (Tsyganov & Cininun, 2025). Optimization of capital structure is
therefore increasingly linked to value enhancement and strategic resilience (Huang, 2025).

Within the Iranian economic environment, persistent inflation, regulatory interventions, and
market imperfections add further complexity to financing decisions. Dynamic modeling approaches
applied to Iranian firms reveal that leverage interacts with accounting performance indicators in non-linear
ways (Abdoli et al., 2024). Governance quality also moderates the association between earnings quality and
corporate performance in the presence of different leverage levels (Akbarzadeh Zahmati et al., 2025). These
findings highlight the importance of context-sensitive analysis when examining capital structure
strategies.

Given the structural differences between chemical and food industries—particularly in capital
intensity, risk exposure, regulatory constraints, and operational cycles—there is a compelling need to
examine whether capital structure strategies differ systematically across these two sectors. This study
therefore aims to develop and empirically validate a paradigmatic model of capital structure strategy in
listed chemical and food firms in Iran using a mixed-method approach.

Methods and Materials

This research adopts an applied, sequential exploratory mixed-method design conducted in three
integrated phases. In the first phase, a meta-synthesis approach was implemented to systematically review
prior literature on capital structure determinants. Through structured screening procedures, key variables
were identified and categorized into explanatory (causal) and outcome (consequential) components.
Expert validation was conducted to refine the conceptual framework.

In the second phase, a quantitative analysis was performed using panel data from 46 firms (16
chemical and 30 food companies) listed on the Tehran Stock Exchange over the period 2015-2023,
generating 414 firm-year observations. Firms were selected through purposive screening criteria including
continuous activity, availability of audited financial statements, and fiscal year homogeneity.

A multivariate fixed-effects panel regression model was estimated separately for each industry.
Independent variables included effective tax rate, firm size, risk (beta), profitability, institutional
ownership, inflation, tangible assets ratio, discretionary accruals, liquidity, business cycle indicator, and
firm life-cycle stages. Capital structure (debt-to-equity ratio) served as the dependent variable in the
primary model. Subsequently, additional regressions examined the impact of capital structure on agency
costs, stock liquidity, return on capital employed (ROCE), return on equity (ROE), cost of capital, and
market value added (MVA).

In the third phase, grounded theory methodology was employed. Semi-structured interviews were
conducted with financial managers, board members, academic experts, and capital market specialists. Data
were analyzed using open, axial, and selective coding to construct a paradigmatic model consisting of
causal conditions, contextual factors, intervening variables, strategic actions, and consequences.

Findings

The quantitative results reveal that the explanatory variables account for approximately 50% of
the variation in capital structure in the chemical industry and 43% in the food industry.

In the chemical sector, profitability and liquidity exhibit statistically significant negative effects
on leverage, while risk shows a positive and significant effect. Firm size and institutional ownership do
not demonstrate statistically robust influence in this sector.
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In the food industry, profitability and inflation display significant negative associations with
leverage, whereas institutional ownership has a positive and significant effect. Other variables, including
tangible assets and discretionary accruals, do not present consistent statistical significance.

Regarding outcome models, leverage in the chemical industry negatively affects ROCE and ROE
and positively affects the cost of capital. The first lag of capital structure also significantly increases cost
of capital, indicating delayed financial cost effects. No statistically significant relationship is observed
between leverage and market value added in this sector.

In the food industry, leverage positively influences both ROCE and ROE, but significantly reduces
stock liquidity. Capital structure does not exert a statistically significant effect on agency costs or cost of
capital in this industry.

Qualitative findings demonstrate that financing decisions in the chemical industry are driven
primarily by capital intensity, technological dependence, export orientation, and exposure to exchange-
rate volatility. In contrast, the food industry’s financing behavior is shaped by domestic demand stability,
price regulation, working capital requirements, and margin constraints. The paradigmatic model reveals
that capital structure strategies emerge from the interaction of causal industry conditions, contextual
macroeconomic factors, intervening regulatory variables, and strategic financing choices.

Discussion and Conclusion

The findings indicate that capital structure strategies differ substantially between chemical and
food industries, reflecting structural and environmental heterogeneity. In the chemical sector, negative
effects of leverage on profitability and cost of capital suggest potential over-leveraging or inefficient
allocation of borrowed funds. High capital intensity and exposure to macroeconomic volatility may
amplify financial risk, leading to increased cost of capital and diminished shareholder returns.

Conversely, in the food sector, leverage appears to function as a performance-enhancing
mechanism, possibly due to stable demand patterns and efficient working capital cycles. Debt financing
may impose managerial discipline and encourage productive investment, thereby increasing ROCE and
ROE. However, the negative impact on stock liquidity implies that capital markets perceive heightened
leverage as increasing informational or financial risk.

The absence of significant effects of leverage on market value added in both industries suggests
limited informational efficiency in the market, where investors may not fully incorporate capital structure
changes into valuation decisions.

Overall, the study confirms that no universal capital structure model can be generalized across
industries. Financing strategies are shaped by sector-specific characteristics, governance dynamics,
macroeconomic conditions, and strategic managerial considerations. The integration of quantitative and
qualitative analyses provides a comprehensive understanding of how financial, institutional, and
contextual forces jointly determine capital structure strategy in different industrial settings.
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