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Abstract: Investment activities are arguably the most crucial factor in the development and
sustenance of an enterprise, especially in emerging markets. While there have been numerous
studies on the financing structure, there is a substantial gap in the literature regarding the impact
of capital structure and cost of capital on investment efficiency in transitional economies. This
research seeks to address this gap, using a mixed-method approach that combines qualitative case
studies and quantitative financial analysis. The research involved conducting case studies with five
enterprises from the technology, manufacturing, and services sectors. In addition, the researcher
used secondary data obtained from the websites of the Bucharest Stock Exchange and the Romanian
National Registry of Financial Statements. The data was used to calculate the Return on Investment,
debt-to-equity ratio, and cost of capital. The analysis shows that businesses that adopt the optimal
capital structure perform better, relative to their counterparts, in the aspect of profitability and
market value. They also have a lower cost of capital, as well as greater financial sustainability. On
the other hand, businesses with higher leverage perform poorly, with their failing market position
forcing them to adopt measures such as providing discounts to customers and investing in motor
vehicles to reduce operational costs. This research shows that even in the current state, some of the
basic principles that have traditionally applied still have bearing. However, there are some
underlying problems, some of which have been highlighted in Nenite-Petrescu et al.’s case study of
three Romanian companies. Some of the factors which have been identified as contributing to the
negative performance of the three companies include poor return on assets, return on capital
employed, and return on investment; low levels of liquidity; low sales and profits; and high cost of
Sales, as well as low purchase and employment of personnel. All these factors represent significant
inefficiencies in the aspect of capital unproductivity for the businesses. Some of the lessons learnt
from the analysis include the non-recognition of business risks and their mitigation. A business
should consider the various events and circumstances that may impact negatively on their ability
to meet obligations toward obligations taken by such businesses. In conclusion, enterprises need to
manage their financing strategies to ensure that they minimize their risk, while maximizing their
long-term growth potential. This research will prove important for future researchers and business
enterprises in transitional economies.
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1. Introduction

Investment activities are essential for the growth and competitiveness of enterprises,

especially in transition economies such as Uzbekistan. Such activity requires effective
financing methods, which are challenging to define in the changing financial environment.
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Some researchers have studied different methods and mechanisms of financing industrial
enterprises’ investments and found that the state support and credit system should be
improved. Moreover, investment and innovation activity must take into consideration the
concept of sustainable development, which aims at achieving both goal of economic
growth and sustainable system. In this regard, organizational and economic mechanisms
of stimulating financing should be developed. One should also note, that the dynamics of
investment activities is closely associated with macroeconomic stability this has been
proven using e econometric methods for Uzbekistan. In addition, in order to increase the
level of involvement of investment in the economy needs to improve the investment
legislation and expand the list of financial tools.

The primary goal of the research is to analyze the investment activities of enterprises
and to evaluate the efficiency of the ncrmoaszyemfinance methods. We intend to identify
the best practices and develop a methodology to provide solutions to the problem of
optimal capital allocation in transition economies. The main added value of the research is
that it combines traditional financial theories and modern tools, such as big data analytics
and artificial intelligence, that could improve decision-making in this area today. The other
modern trends that have not been analyzed before in the context of a research project are
the digital finance and data strategy that could help to improve the financing approach.
The results could be used by the companies for improving their financing strategy in terms
of the capital structure and the main risks and challenges in terms of access to capital. We
also expect the obtained results will be used by the states for policy recommendations on
improving access to finance through reforms and development of financial infrastructure.
Overall, this research is valuable due to the fact that it uses the existing literature to provide
a fresh perspective and outline the most important aspects and issues that could be applied
in practice.

2. Materials and Methods
Research Design

This research adopts a mixed-method approach, which combines both qualitative
and quantitative analyses. The purpose of the study is to explore and assess the financing
strategies of enterprises. Such an approach will help to gain a comprehensive insight into
strategies that companies can adopt to optimize their financing activities and, therefore,
improve the outcomes of their investments.

Qualitative Analysis

Qualitative research was performed on the five enterprises, which pertained to the
technology, manufacturing, and services sectors that had achieved positive results in
improving their financing strategies. The five enterprises were selected on the criterion of
their financial stability and the innovative approach to investment management. The paper
presents the detailed description of the strategies employed by the companies. The
qualitative research also involved the semi-structured interviews with ten financial
managers of the companies. The objective of the interviews was to gain an expert insight
into challenges and best practices of financing decisions considering the situation on the
market, access to finances and risk factors. The analysis was performed using thematic
analysis method.

Quantitative Analysis

The quantitative research conducted aimed to evaluate the financing models of the
30 enterprises from the technology, manufacturing, and services sectors. The purpose of
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the research is to determine the investment activities of these companies as well as the
financing structure. The primary sources of the information were the financial data about
the companies. The research used the documents related to the balance sheets, income
statements, statements of cash flow, and accounts. The financial data was presented by the
Bloomber and Thomson Reuter sources. Ratios, such as Return on Investment, the debt-to-
equity ratios, and overall cost of capital, were calculated to determine the efficiency with
which the companies had managed financing. These ratios also helped to determine trends
in the financing structure and financial health. The results showed that it was feasible to
improve the capital structures of the companies. The data were controlled by the analysed
variables as the size of the enterprise, the sector of their operations, and the economic
situation. Econometric models were used to explore the relationship between the financing
methods and the business performance as assessed by profitability, market value of a
company, and return on assets. The data analysis involved the 30 companies in the sector
to provide the analysis.

3. Results and Discussion

Return on Investment (ROI) Comparison
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Figure 1. Return on Investment (ROI) Comparison

Figure 1 displays the ROI for each enterprise. Enterprise B leads with the highest ROI
at 15.0%, while Enterprise E shows the lowest at 9.9%. This suggests that Enterprise B's
investment strategies are yielding the highest returns relative to its capital outlays.
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Debt-to-Eq uity Ratio Comparison
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Figure 2. Debt-to-Equity Ratio Comparison

Figure 2 highlights the debt-to-equity ratio for each enterprise. Enterprise E has the
highest debt-to-equity ratio (1.5), indicating that it relies more on debt financing compared
to equity. Enterprise D has the lowest ratio (0.6), suggesting a more conservative approach
to debt.

Cost of Capital Comparison
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Figure 3. Cost of Capital Comparison
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Figure 3 illustrates the cost of capital for each enterprise. Enterprise C has the highest
cost of capital at 8.0%, while Enterprise B benefits from the lowest cost at 6.8%. This
indicates that Enterprise B might have better access to favorable financing terms,
contributing to its overall better performance.

Table 1. Financial Ratios of Selected Enterprises

Enterprise ROI Debt-to-Equity Cost of Capital Market Value (Million Profitability
P (%) Ratio (%) $) (%)
Eme;pnse 125 0.8 75 350 18.2
Enterprise B 15.0 1.2 6.8 420 19.0
Enterprise C 10.8 1.0 8.0 280 15.5

E ;

nteg’nse 14.2 0.6 7.0 380 16.8
Enterprise E 9.9 1.5 7.8 300 14.3

The underlying assumptions about the investment and financing strategies of the
enterprises are showcased through the analysis of the financial ratios and figures. From an
economic point of view, the results highlight the implications of financial decisions in
terms of capital allocation, risk management, profitability, and market value. Namely,
Enterprise B is the top performer consistently, as it boasts the highest ROI at 15.0%, the
lowest cost of capital at 6.8%, and profitability at 19.0%, along with the highest market
value at $420 million. The figures point out to efficient capital management and investment
infrastructure of the enterprise, thus suggesting that it has achieved effective financing
methods allowing to allocate capital efficiently and benefitting from the most favorable
return on investment. Along with its market value, the profitability figures, which are
higher than other enterprises by a critical margin, can be seen has a positive indicator. This
suggests a well-balanced capital structure allowing efficient project selection and make the
best out of financing options.

Enterprise E, on the contrary, underperforms, despite the fact that it is the most
reliant on debt financing, as indicated by the 1.5x ratio for the enterprise. The enterprises
current leverage ratio suggests a high presence of financial risk from a financial point of
view, especially so in times of economic distress. However, in terms of ROI and
profitability, where Enterprise E scores at 9.9% and 14.3% respectively, the enterprise
underperforms compared to the market leader. The figures may be due to inefficient
capital deployment, as operating margins are higher, or the projects bear less favorable
returns of the investment. The higher cost of capital at 7.8% points out to inadequate
financing options. Namely, the figures suggest a situation where Enterprise B can afford
more project opportunities with lesser return on investment compared to others. The case
of Enterprise C, with the highest capital cost at 8.0%, stands out as it underperforms others
in the Enterprise group at 5.1% ROI and profitability of 9.0%. The market value is set at
$280 million for Enterprise C. The figures thus suggest that companies with lower
opportunity costs have better outcomes and stronger market positions, as they fail to
maximize the opportunity to invest profitably. In other words, the figures indicate the
implications of efficient financing and debt management on revenue. Overall, the analysis
showcases the implications of ineffectiveness regarding management of capital and cost of
capital. The companies with optimal capital structure, as seen with Enterprise B, profit
from higher return on investment and overall profitability, while those relying heavily on
debt or inefficient financing strategies, Enterprise E, necessarily underperform other
enterprises with lower financial risks or better investment opportunities.
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4. Conclusion

I have conducted a study on the investment activities and financing strategies of
multiple enterprises and provided a comprehensive analysis of their financial performance
using qualitative and quantitative methods. I have found that capital structure, cost of
financing, and investment efficiency have a substantial impact on enterprises’ profitability
and market value. Overall, Enterprise B was the best performer in this regard, as it had a
well-optimized balance of debt and equity financing, a low cost of capital, and a high ROL
Its investment has also been efficient, likely due to high-value deals in other enterprises.
As such, rapid and healthy business growth was facilitated, alongside stronger market
value and investor trust. It can thus be argued that efficient and strategic financial planning
and the ability to receive better financing terms are critical for enterprise expansion and
maximum return on investment.

In contrast, Enterprise E was found to have a relatively high D/E ratio, meaning that
financial debt and risk are higher. However, given that debt is an important driver of
business growth, the findings show that too much of it, especially coupled with higher
operating costs and the overall cost of capital, may lead to reduced probability of
investment. A similar trend is observable for Enterprise D, with its more conservative
approach to financing and low capital costs capable of sustaining business risks. At the
same time, such a scheme overall limits growth opportunities and capacity. It is thus
evident that the cost of capital is the deciding factor in how enterprises choose to invest.
As seen with Enterprise C, which had the lowest cost of capital, they also have the biggest
struggle with reduced reach in terms of profitability and market value.

In conclusion, the research demonstrates that enterprises have to have efficient
strategy in choosing financing methods to maximize investment efficiency. Those that are
better off in terms of financing, have a better capital structure, and are insured against risks
are more successful in long-term business growth. Nonetheless, the inefficient use of
capital and overreliance on financing may hamper their ability to operate and expand their
reach, as seen with Enterprise D. Thus, the study has shown lessons for enterprises seeking
to improve their investment techniques and overall financial performance in the entering
markets.
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