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Abstract. This  analytical study aims to analyze and measure the impact of a capital structure 

based on the golden ratio on financial sustainability. A sample of ten industrial companies listed 

on the Iraq Stock Exchange was selected, covering a time period from 2010 to 2023. To test the study 

hypotheses, a range of statistical methods were employed, including multiple regression analysis and 

the T-test, utilizing approved statistical data analysis software, particularly E-Views. The study 

concluded that, the most notable being that designing a capital structure according to the golden 

ratio provides companies with greater financial flexibility. This approach helps avoid excessive 

reliance on internal funding sources alone and reduces rigidity in debt ratios. Such a strategy 

contributes to enhancing the companies' capacity to optimally exploit available investment 

opportunities, positively reflecting on maximizing long-term returns while ensuring adequate 

liquidity levels, thereby supporting financial sustainability. Based on the above, the study 

recommends that the targeted industrial companies in the sample adopt an approach that considers 

the golden ratio when designing their capital structure, particularly when determining debt and 

retention ratios. These ratios should align with the ideal range of the golden ratio. 

 

Keywords: Capital Structure, Golden Ratio, Financial Sustainability 

1. INTRODUCTION  

The industrial sector in Iraq is considered one of the fundamental pillars of the economy, as 

the country possesses a variety of activities ranging from heavy industries, such as machinery and 

automobile manufacturing, to light industries like clothing and food production. The industrial sector 

relies on modern technologies and innovation to enhance efficiency and improve product quality, 

contributing to meeting the needs of both local and international markets. This sector serves as a 

crucial foundation for achieving and supporting the economies of many countries worldwide. 

However, industries face multiple challenges, including rapid technological changes, sustainability 

requirements, and fluctuations in global markets. In light of these challenges, countries strive to 

develop policies that support innovation and enhance the industrial sector's competitiveness. he  the 

review of the financial data of the industrial companies in the study sample reveals a significant 

decline in the long-term returns of some of these companies, resulting in a deterioration of their 

financial sustainability. This has exacerbated the challenges of maintaining operations in a complex 

and highly competitive economic environment, making them more susceptible to market risks and 

financial crises. 

In this context, the decline in financial sustainability poses a fundamental threat to industrial 

companies, as it adversely affects their performance and reputation while diminishing their ability to 

survive and expand in the market. Therefore, there is an urgent need to reconsider their financing 

practices by adopting a capital structure based on the golden ratio. This approach ensures an effective 
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balance between debt financing and equity, thereby supporting their capacity to achieve long-term 

financial sustainability. Based on the above, the research problem can be formulated through the 

following questions:  

✓ What are the key indicators of a capital structure based on the golden ratio?.  

✓ How does this structure impact the attainment of financial sustainability in industrial 

companies? 

The study of a capital structure based on the golden ratio and its impact on financial 

sustainability is increasingly recognized as a significant topic within the field of financial 

management. This importance stems from its role in enhancing the theoretical framework through a 

review of relevant literature, alongside providing empirical evidence that clarifies the relationship 

between deviations in capital structure and the level of financial sustainability. Moreover, the study 

contributes practical guidelines that support financial decision-making, yielding a dual impact—both 

theoretical and practical—on the development of sustainable financing policies and practices within 

companies. 

The objectives of the study are as follows, To analyze and measure the impact of adopting a 

capital structure based on the golden ratio on achieving financial sustainability in industrial 

companies. To assess the level of financial sustainability in the industrial companies within the study 

sample, as well as their ability to maintain long-term financial stability. 

The study is based on two hypotheses: 

H1: There is no significant effect of the capital structure indicator based on the golden ratio 

on the return on assets. 

H2: The indicators of the capital structure based on the golden ratio do not have a significant 

effect on the return on equity. 

2. LITERATURE REVIEW: 

2.1. CONCEPT OF CAPITAL STRUCTURE BASED ON THE GOLDEN RATIO  

The golden ratio is one of the most widely discussed concepts in mathematics, as well as in 

various other sciences. It is denoted by the symbol phi (ϕ) (PHI), derived from the name of the Greek 

sculptor and architect Phidias. It can also be represented using the Greek letter (φ). The golden ratio 

is achieved when the ratio of the sum of two numbers to the larger of the two is equal to the ratio of 

the larger number to the smaller one [1].   The precise value of the golden ratio is an irrational number, 

expressed as (Φ = a/b = (a+b)/a = 1.61803399) [2] . According to Livio [3], a straight line is divided 

in a maximum and average ratio. If we examine the figure, line AB is longer than segment AC, while 

segment AC is longer than CB. If the ratio of the length of AC to CB is the same as the ratio of AB 

to AC, this indicates that the line has been divided in a maximum and average ratio, or in the golden 

ratio. 
 

 

 

 

 

 

 

 

Fig.  1. EXPLANATION OF THE GOLDEN RATIO 

SOURCE: LIVIO, M. (2008). THE GOLDEN RATIO: THE STORY OF PHI, THE WORLD'S 
MOST ASTONISHING NUMBER. CROWN. 
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The Fibonacci sequence, constructed according to the recursive rule (Fₙ₊₁ = Fₙ + Fₙ₋₁) for 

every integer (n ≥ 1), with initial conditions (F₀ = 0, F₁ = 1), is a foundational concept in mathematics 

and is intrinsically linked to the Golden Ratio. This relationship arises because the ratio of 

consecutive Fibonacci numbers converges to the Golden Ratio [4] . 

The Golden Ratio (φ) is not only a mathematical constant but also manifests in biological 

systems, architecture, and financial markets. As noted by Henein et al. [5], it appears in human 

anatomical proportions, engineering, and business applications, making it a universal principle in 

both natural and artificial systems. The Golden Ratio is defined algebraically as the unique positive 

solution to the equation (𝜑 =
1

𝜑
+), Historically, ancient Egyptians applied this ratio in the 

construction of the pyramids [6]. Mathematically, the Golden Ratio is expressed by the Greek 

letter Phi (Φ), an irrational number representing the solution to the quadratic equation (X² − X − 1 = 

0), yielding the exact value: 𝜑 =
1+√5

2
= 1.618), The symbol (Φ) was adopted for the Golden Ratio 

by the mathematician (Mark Barr), who chose it as the initial letter of the Greek alphabet. 

Interestingly, this notation also pays homage to the Greek sculptor (Phidias), who extensively 

employed the Golden Ratio in his works and is similarly associated with the symbol (Φ). 

The capital structure based on the golden ratio is one of the most contentious topics in 

corporate finance. Since Modigliani and Miller (1958) introduced their theory regarding the 

formulation of a capital structure based on the golden ratio (the irrelevance theory of capital 

structure), it has continued to stimulate discussion in the literature on this subject [7]; [8]. The capital 

structure based on the golden ratio represents a fundamental axis in the field of corporate finance. 

One of the motivations for managing this capital structure is to reduce its cost and maximize 

shareholder wealth [9]. To achieve this goal (maximizing shareholder wealth), a company must 

determine an optimal mix of equity and debt [10] . 

Hirdinis [11] indicates that the capital structure based on the golden ratio is key to maximizing 

investment efficiency and subsequently improving financial performance. The capital structure 

represents the relationship between equity and debt that require repayment over a specific period. In 

other words, it comprises a mix of debt, securities issued by the company, and retained earnings [12]  . 

This capital structure is a type of long-term capital that contributes to achieving optimal investment 

in fixed assets while ensuring profitability through a combination of loans and equity [13] . 

The capital structure based on the golden ratio is a significant issue in financial management 

because the decisions regarding its formulation involve risks that must be borne by business owners. 

Furthermore, these decisions may lead to generating a certain rate of return. Such decisions will 

determine the amount of financing required and the sources from which these funds will be obtained 

[14]. 

2.2. CONCEPT OF FINANCIAL SUSTAINABILITY 

Financial sustainability is a critically important concept in modern business administration, 

as companies increasingly recognize the need to implement measures and tools that achieve financial 

sustainability. This concept encompasses a company's ability to maintain financial stability and 

maximize long-term returns while achieving its operational and strategic objectives. It significantly 

impacts future expectations, with financial sustainability identified as a key factor in the success of 

large, medium, and small enterprises [15] . 



 

    

 

                            

140 
 

 

 

 

Al-Furat Journal of Innovations in Management 

Sciences 

 
ATU- AFJIMS, Volume: 1, Issue: 3, 15 July 2025 

 

 

There has been a growing demand for transparency from consumers and investors. As a result, 

many companies have begun publishing reports on financial sustainability, improving efficiency, and 

selecting appropriate financing sources such as loans, self-financing, and investments [16]. 

The financial management of industrial companies, which represent the sample of the study, 

plays a pivotal role in shaping financial sustainability. Effective management of financial resources, 

along with risk assessment, investment decision-making, and debt management, are essential tools 

for a company's long-term survival and growth [17]. This approach contributes to the development 

and longevity of companies by generating value for investors, providing the appropriate framework 

for efficient capital allocation and financial planning [18].  

Septiani & Murwaningsari [19] conclude that financial sustainability is a strategy that 

involves effective management of financial indicators. Financial sustainability within a company can 

be evident through its ability to generate value for shareholders and ensure long-term operations by 

effectively managing financial resources. Additionally, financial sustainability contributes to the 

management and integration of cash flows and the globalization of companies' financial systems. 

2.3. IMPORTANCE OF FINANCIAL SUSTAINABILITY 

Financial sustainability is crucial as it aligns financial objectives with sustainability 

principles. Sustainable finance is characterized by a comprehensive approach to managing financial 

resources that incorporates economic, social, and environmental factors. This approach ensures the 

protection of long-term investments, risk management, and innovation stimulation, ultimately 

creating lasting value for stakeholders and contributing to sustainable development [20]. It ensures 

the stability of financial operations, enhances revenue generation, reduces distressed assets, and 

improves risk management. It enables companies to effectively address financial threats and 

opportunities [21]. 

The importance of financial sustainability and performance is evident in many industrial 

companies. Numerous studies indicate that reporting on financial sustainability positively impacts 

financial performance by enhancing the company’s reputation, reducing operational risks, and 

improving resource efficiency. Companies with better financial sustainability practices tend to 

outperform their peers financially, while sustainability reporting can enhance long-term financial 

performance [22]; [23]. Financial sustainability is included as one of nine dual criteria for measuring 

corporate sustainability, evaluated by comparing actual growth rates with sustainable growth rates, 

such as return on equity. The authors found that financially sustainable companies exhibit higher 

exposure to financial risks and lower asset growth rates. Companies must manage financially to 

ensure current financial success without jeopardizing future financial viability, including the success 

of future generations. 

Kumar & Prakash [24] noted that financial sustainability is a fundamental pillar for corporate 

success, contributing to financial stability and long-term growth. Here are some key points 

illustrating its importance: 

• Survival and Growth: Financial sustainability helps companies endure and grow 

during economic downturns while reducing costs and risks. It enables firms to invest 

in innovation and maintain competitiveness. 

• Attracting Investors: Financial sustainability helps attract investors and lenders who 

focus on environmental, social, and governance (ESG) factors by showcasing sound 

financial management and maintaining stakeholder trust. 
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• Enhancing Creditworthiness: It improves access to capital and facilitates loans and 

equity investments for expansion and market leadership or modernization. 

• Operational Stability: It allows companies to maintain operations during crises, 

preserving market share and positioning for growth post-recovery. 

 

3.1. MATERIALS 

3.1.1. Measures of the Study 

We will rely on certain indicators for the study variables. We will measure the capital 

structure based on the golden ratio using two indicators, and we will also measure financial 

sustainability using two indicators, which can be clarified as follows:  

Indicators of Capital Structure Based on the Golden Ratio 

1. Deviation of Equity Ratio: This ratio refers to the proportion of equity to total assets, 

reflecting the extent to which a company relies on owners' equity to finance its investments  [25]. A 

positive deviation of equity from the optimal level (0.382) indicates that the company heavily 

depends on equity for financing, and vice versa [26]. The deviation of the equity ratio is calculated 

using the following formula [1]: 

    

𝐸𝑅𝐷 =
𝑇𝐸

𝑇𝐴
− 0.382      … … … … … 1 

   Where: 

   - ERD: Deviation of equity ratio. 

   - TE: Total equity. 

   - TA: Total assets. 

2. Deviation of Debt to Equity Ratio: This ratio indicates the proportion of borrowed funds 

to equity. An increase in this ratio signifies that the company is relying more on debt to finance its 

investments [27]. A positive deviation of debt from the optimal level (0.618) indicates that the 

company significantly relies on debt for financing, and vice versa [26]. The deviation of the debt to 

equity ratio is calculated using the following formula [1]. 

𝐷𝐸𝐷 =
𝑇𝐷

𝑇𝐸
− 0.618      … … … … … 2 

Where: 
DED: Deviation of the debt to equity ratio. 

TD: Total debt. 

TE: Total equity. 

    Financial sustainability indicators can be measured through the following metrics: [28]. 

1. Return on Assets (ROA): This metric is used to assess how effectively a company 

generates profits from its assets. A higher ROA indicates enhanced financial sustainability. It is 

calculated by dividing net income by total assets, according to the following equation: 

𝑅𝑂𝐴𝑡 =
𝑁𝐼𝑡

𝑇𝐴𝑡
    ………. (3) 

   Where: 

𝑅𝑂𝐴𝑡= Return on assets 

   𝑁𝐼𝑡= Net income for the period 

𝑇𝐴𝑡= Total assets for the period 



 

    

 

                            

142 
 

 

 

 

Al-Furat Journal of Innovations in Management 

Sciences 

 
ATU- AFJIMS, Volume: 1, Issue: 3, 15 July 2025 

 

 

2. Return on Equity (ROE): This metric evaluates the effectiveness of a company in 

enhancing shareholder wealth, serving as a measure of shareholder investment return. An increase in 

this ratio reflects improved financial sustainability. It is calculated by dividing net income by equity, 

as per the following equation: 

𝑅𝑂𝐸𝑡 =
𝑁𝐼𝑡

𝐸𝑡
     ………… (4) 

   Where: 

𝑅𝑂𝐴𝑡= Return on equity 

𝑁𝐼𝑡= Net income for the period 

𝐸𝑡= Equity for the period 

3.1.2. STUDY POPULATION AND SAMPLE 

The study population consists of companies in the industrial sector listed on the Iraq Stock 

Exchange. The sample of the study comprises ten industrial companies listed on the Iraq Stock 

Exchange, which can be detailed in the following table (1): 

Table 1. Study Sample Overview 

 
 

3.2. METHODS 

3.2.1. Analysis of the Equity Ratio Deviation 

This section presents and analyzes the results of the equity ratio deviation for the industrial 

companies listed on the Iraq Stock Exchange for the period 2010-2023. 
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Table 2. Results of Equity Ratio Deviation for the Sample Industrial Companies 

 

 
 

From Table (2), it is evident that the industrial companies in the study sample exhibited 

variability in the equity ratio deviation, with an overall average of (0.452). The company "Iraqi Date 

Manufacturing and Marketing" achieved the highest rate among the sampled companies, with a 

positive deviation of (0.641), indicating a significant reliance on equity for financing its investments. 

Conversely, the company "Ready-Made Garments Production" recorded the lowest rate at (0.216), 

suggesting a lower reliance on equity for financing. The remaining companies' values ranged between 

the highest and lowest averages. 

 

 

Fig.  2. Curve of Average fr the Period - Equity Ratio Deviation for the Sample Industrial Companies 
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Figure (1) illustrates the average for the period, with the horizontal axis representing the years 

and the vertical axis showing the values of equity ratio deviation. It is evident that the average 

increased over the time series, with the highest average recorded in 2022, while the lowest average 

occurred in 2010.  

3.2.2. Analysis of Debt-to-Equity Ratio Deviation 

This section presents and analyzes the results of the debt-to-equity ratio deviation for the 

industrial companies listed on the Iraq Stock Exchange for the period 2010-2023. 

 
Table 3. Results of Debt to Equity Ratio Deviation for the Sample Industrial Companies 

 
From Table (3), it is clear that the industrial companies in the study sample exhibited 

variability in the debt-to-equity ratio deviation, with an overall average of (0.078). The company 

"Iraqi Carton Manufacturing" achieved the highest rate among the sampled companies, with a 

positive deviation of (2.564), indicating a significant reliance on external financing (debt) for 

funding, which suggests a substantial deviation from the established ratios. Conversely, the company 

"Iraqi Engineering Works" recorded the lowest rate at (-0.544), indicating a lower reliance on debt 

for financing. The remaining companies’ values ranged between the highest and lowest averages. 

 

 

Fig.  3. Curve of Average for the Period - Debt to Equity Ratio Deviation for the Sample Industrial Companies 



 

    

 

                            

145 
 

 

 

 

Al-Furat Journal of Innovations in Management 

Sciences 

 
ATU- AFJIMS, Volume: 1, Issue: 3, 15 July 2025 

 

 

Figure (2) illustrates the average for the period, with the horizontal axis representing the years 

and the vertical axis showing the values of debt-to-equity ratio deviation. It is evident that the average 

increased over the time series, with the highest average recorded in 2010, while the lowest average 

occurred in 2011. 

3.2.3. Analysis of Return on Assets (ROA) 

This section presents and analyzes the results of the return on assets (ROA) for the industrial 

companies listed on the Iraq Stock Exchange for the period 2010-2023, as shown below. 
Table 4. Results of Return on Assets (ROA) for the Sample Industrial Companies 

 
From Table (4), it is evident that the industrial companies in the study sample exhibited 

variability in ROA, with an overall average of (0.041). The company "Baghdad Soft Drinks" 

achieved the highest rate among the companies sampled, with a rate of (0.113), indicating that the 

company is moving towards financial sustainability (increased returns). Conversely, the company 

"Iraqi Carton Manufacturing" recorded the lowest rate at (-0.275), indicating weak financial 

sustainability. The remaining companies’ values ranged between the highest and lowest averages. 

 

 

Fig.  4. Average for the Period - Return on Assets (ROA) 
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Figure (3) illustrates the average for the period, with the horizontal axis representing the years 

and the vertical axis showing the values of ROA. It is evident that the average increased over the 

time series, with the highest average recorded in 2012, while the lowest average occurred in 2014. 

3.2.4. Analysis of Return on Equity (ROE) 

This section presents and analyzes the results of the return on equity (ROE) for the industrial 

companies listed on the Iraq Stock Exchange for the period 2010-2023, as shown below. 
Table 5. Results of Return on Equity (ROE) for the Sample Industrial Companies 

 
From Table (5), it is clear that the industrial companies in the study sample exhibited 

variability in ROE, with an overall average of (0.047). The company "Ready-Made Garments 

Production" achieved the highest rate among the sampled companies, with a rate of (0.174), 

indicating that the company is moving towards financial sustainability (increased returns). 

Conversely, the company "Iraqi Carton Manufacturing" recorded the lowest rate at (-0.433), 

indicating weak financial sustainability. The remaining companies’ values ranged between the 

highest and lowest averages. 

 

 

Fig.  5. Curve of Average for the Period - Return on Equity (ROE) 
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Figure (4) illustrates the average for the period, with the horizontal axis representing the years 

and the vertical axis showing the values of ROE. It is evident that the average increased over the time 

series, with the highest average recorded in 2012, while the lowest average occurred in 2014. 

3.2.5. Normal Distribution Test and Descriptive Statistics 

The normal distribution test is used to verify whether the data conform to a normal 

distribution, which is essential for the validity of statistical tests that assume normality. The (Jarque-

Bera) test will be employed to assess the normal distribution of the sample in statistical and economic 

analysis. Additionally, the standard deviation will be used to measure dispersion. The industrial 

companies in the study sample will be represented by numbers (1) to (10) respectively, corresponding 

to the following companies: Baghdad Soft Drinks, Iraqi Engineering Works, Iraqi Carpets and 

Furnishings, Ready-Made Garments Production, Iraqi Date Manufacturing and Marketing, Canadian 

Vaccine and Pharmaceutical Production, Al-Mansour Pharmaceutical Industries, Modern Tailoring, 

Iraqi Carton Manufacturing, and Baghdad Packaging Materials Manufacturing. 

 
Table 6. Normal Distribution Test Based on Study Indicators for the Sample Industrial Companies 

 

3.2.6. Heteroskedasticity Test 

Heteroskedasticity occurs in both cross-sectional data and time series models. It refers to the 

unequal spread of observations, which affects the variance of estimated parameters and subsequently 

the standard error. Sometimes, a lower variance than estimated is obtained, meaning that 

heteroskedasticity impacts hypothesis testing. The (ARCH) test will be used to test for 

heteroskedasticity. 
Table 7. Heteroskedasticity Test 

Heteroskedasticity Test: ARCH   

F-statistic 1.104339     Prob. F(1,11) 0.3159 

Obs*R-squared 1.186055     Prob. Chi-Square(1) 0.2761 

Test Equation:    

Dependent Variable: RESID^2   

Method: Least Squares   

Date: 05/02/25   Time: 09:07   

Sample (adjusted): 2010 2023   
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The results in Table (7) above, based on the ARCH test, indicate that the p-value is (0.26), 

which is greater than (0.05). Based on these results and the type of test used, it can be concluded that 

there is no issue of heteroskedasticity. 

3.2.7. Unit Root Test 

The Unit Root Test is used for Panel Data to determine whether the variables in the dataset 

contain unit roots (non-stationary) or are stationary. This test is important because analyzing non-

stationary data without treatment may lead to misleading conclusions, such as the problem of 

spurious regression. Since the current study's data combines both time series and cross-sectional 

dimensions, traditional tests like ADF may be ineffective due to the increased complexity of the data 

structure. Therefore, more specialized and advanced tests are employed. 

 
Table 8. Unit Root Test 

 

Indictor Method Statistic Prob. 

ERD Levin, Lin & Chu  -3.04461 0.0000 

DED Levin, Lin & Chu  -2.50325 0.0062 

ROA Levin, Lin & Chu  -4.14318 0.0000 

ROE Levin, Lin & Chu  -7.69154 0.0000 

 

It is evident from Table (8) that the series data (which combines time and cross-sectional 

dimensions) for all indicators were stationary (homogeneous at level), as the p-values for all 

indicators were less than (0.05), indicating that the null hypothesis, which states that the time series 

contains a unit root, can be rejected. 

4. RESULTS AND DISCUSSION  

4.1. RESULTS 

Hypothesis Test for the First Hypothesis: There is no significant effect of capital structure 

indicators based on the golden ratio on return on assets (ROA). Table (9) shows the results of the 

test. Additionally, the relationship between the study variables can be expressed in the following 

equation: 
𝑹𝑶𝑨 = 𝑩𝟎 + 𝑩𝟏𝑬𝑹𝑫 + 𝑩𝟐𝑫𝑬𝑫 

Where: 

ROA: Dependent variable (Return on Assets). 

β0: Constant term. 

Βi: Coefficient of effect. 

ERD, DED: Indicators of capital structure based on the golden ratio. 
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Table 9. Results of the Test for the Effect of Capital Structure Indicators Based on the Golden Ratio on ROA 
 

 
Test for the Second Hypothesis: There is no significant effect of capital structure indicators based 

on the golden ratio on return on equity (ROE). Table 10) shows the results of the test. Additionally, 

the relationship between the study variables can be expressed in the following equation: 
𝑹𝑶𝑬 = 𝑩𝟎 + 𝑩𝟏𝑬𝑹𝑫 + 𝑩𝟐𝑫𝑬𝑫 

Where: ROE: Dependent variable (Return on Equity). 

β0: Constant term.                    Βi: Coefficient of effect. 

ERD, DED: Indicators of capital structure based on the golden ratio. 
Table 10. Results of the Test for the Effect of Capital Structure Indicators Based on the Golden Ratio on ROE 
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4.2. DISCUSSION 

Table (9) above shows the results of the effect of independent indicators on the dependent 

variable (ROA), as well as the results of the differentiation of the effect among companies. It is 

evident that the coefficient of determination is (0.69), indicating that the independent indicators 

explain (0.69) of the variation in (ROA). Furthermore, the significance of the model reached (0.000), 

which is less than the assumed significance level (0.05), indicating that the model is significant. 

• The beta coefficient for (ERD) is (0.02), while the significance value is (0.87), which is not 

significant compared to the significance level assumed by the researcher (0.05). Based on 

these results, the null hypothesis is accepted. 

• The beta coefficient for (DED) is (0.18), while the significance value is (0.000), which is 

significant compared to the significance level assumed by the researcher (0.05). Based on 

these results, the alternative hypothesis is accepted. 

The section of Table (9) related to the differentiation among industrial companies indicates that 

the company "Ready-Made Garments Production" exhibited a distinctive effect of the independent 

indicators on (ROA). Regarding the differentiation among years, it is clear that the year (2021) 

showed a distinctive effect of the independent indicators on (ROA). 

Table (10) above presents the results of the effect of independent indicators on the dependent 

variable (ROE), as well as the results of the differentiation of the effect among companies. It is 

evident that the coefficient of determination is (0.57), indicating that the independent indicators 

explain (0.57) of the variation in (ROE). Furthermore, the significance of the model reached (0.000), 

which is less than the assumed significance level (0.05), indicating that the model is significant. 

• The beta coefficient for (ERD) is (0.04), while the significance value is (0.69), which is not 

significant compared to the significance level assumed by the researcher (0.05). Based on 

these results, the null hypothesis is accepted. 

• The beta coefficient for (DED) is (0.19), while the significance value is (0.000), which is 

significant compared to the significance level assumed by the researcher (0.05). Based on 

these results, the alternative hypothesis is accepted. 

The section of Table (10) related to the differentiation among industrial companies indicates that 

the company "Modern Tailoring" exhibited a distinctive effect of the independent indicators on 

(ROE). Regarding the differentiation among years, it is clear that the year (2022) showed a distinctive 

effect of the independent indicators on (ROE). 

5. CONCLUSIONS 

In light of the results obtained from the practical aspect of the study, and relying on a set of 

statistical and financial methods, it has been concluded that formulating a capital structure based on 

the golden ratio leads to increased financial flexibility. This approach encourages a departure from 

rigid debt-to-equity ratios and reduces reliance solely on internal financing sources. Consequently, 

this enhances the company’s ability to optimally exploit investment opportunities, which, in turn, 

reflects positively on maximizing long-term returns while ensuring the necessary liquidity at 

specified levels. 

The findings indicate that approaching the golden ratio creates a surplus in funds, thereby 

improving investment efficiency and enabling the optimal utilization of investment opportunities. 

Conversely, deviating from the golden ratio (i.e., increasing reliance on borrowed financing) elevates 
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financial risks, potentially pushing the company toward failure and eventual bankruptcy, which 

negatively impacts the return on investment. 

Based on the conclusions drawn from the study, a set of recommendations can be proposed 

to assist the sample companies, particularly in the industrial sector, in keeping pace with 

development, addressing challenges, and enhancing financial sustainability. To achieve the desired 

benefits for these companies, we recommend that the companies in the study sample formulate their 

capital structure by considering the golden ratio and establishing debt ratios that align closely with 

this range, along with retention ratios that are consistent with the golden ratio. 

These measures will help break the rigidity in the funding sources for some companies in the 

study sample, thereby creating a balance that leads to the integration of financing and investment. 

This integration, in turn, reflects positively on maximizing the company’s efficiency in creating and 

utilizing investment opportunities. Ultimately, these mechanisms will contribute to maximizing the 

companies' long-term returns while enhancing their efficiency in managing their assets and 

increasing their capacity to meet financial obligations. 

Furthermore, we recommend that the companies in the study sample adopt a diversification 

principle in financing by relying on internal funding sources while also resorting to external financing 

sources (borrowing). We advise the companies against excessive reliance on external financing, as 

this may lead to increased bankruptcy costs relative to the benefits derived from such debt. 
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