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THEORETICAL AND PRACTICAL ASPECTS
OF DIVERSIFYING FINANCING SOURCES FOR
JOINT-STOCK COMPANIES

Abdurazakova Nargiza Rixsibayevna
Associate Professor, Department of Finance, Alfraganus University
Doctor of Philosophy in Economics (PhD)

E-mail: n.abdurazakova@afu.uz
ORCID: 0009-0001-9887-611X

Annotatsiya: Mazkur tezisda aksiyadorlik jamiyatlarini moliyalashtirish manbalarini diversifikatsiya qilishning nazariy aso-
slari va amaliy ahamiyati yoritilgan. Korxonalarning o'z mablag'lari, bank kreditlari, korporativ obligatsiyalar, qo‘shimcha
aksiyalar emissiyasi, tagsimlanmagan foyda hamda gibrid moliyaviy instrumentlardan foydalanish imkoniyatlari giyosiy
tahlil gilingan. Moliyalashtirish manbalarini tanlashda kapital giymati, moliyaviy leveraj, likvidlilik, mulkchilik tuzilmasi va
bozor konyunkturasining o‘rni asoslangan. O‘zbekiston aksiyadorlik jamiyatlari uchun bank kreditiga ortigcha bogliglikni
kamaytirish, kapital bozori instrumentlaridan foydalanish va moliyaviy barqarorlikni oshirish bo‘yicha takliflar ishlab chigil-
gan.

Kalit so‘zlar: aksiyadorlik jamiyati, moliyalashtirish manbalari, kapital tuzilimasi, xususiy kapital, garz kapitali, korporativ
obligatsiya, aksiyalar emissiyasi, moliyaviy leveraj.

AHHOTaumA: B faHHOM paboTe paccmaTpuBaloTCsi TEOPETUYECKME OCHOBBI M MPAKTUYECKOEe 3HAaYeHWe AuBepcuduKa-
LN UCTOYHMKOB (hMHAHCMPOBAHUSA ONS aKUMOHEpPHbIX 06LecTB. [poBOANTCA CpaBHUTEMbHLIA aHanM3 BO3MOXHOCTEN
NpeanpusiTUiA Mo UCNONMb30BaHWID COOCTBEHHbBIX CPEeACTB, OAHKOBCKMX KPEAMTOB, KOPMOPATUBHbLIX 0bnuraumin, OMOMHW-
TENbHON 3MUCCUM aKkUMI, HepacnpedeneHHon npubbinn u rmbpuaHbiX UHAHCOBLIX NMHCTPYMEHTOB. BbIGOp MCTOYHMKOB
(b1HaHCMPOBaHWSA OCHOBLIBAETCS Ha POMM CTOMMOCTW KanuTana, (oMHaHCOBOIO pblyara, NMUKBUAHOCTU, CTPYKTYpbl COB-
CTBEHHOCTU U PbIHOYHBIX YCNOBUIA. PaspaboTaHbl NnpeanoxeHns Ans y36eKCKMX aKLMOHEPHbIX OOLLECTB MO CHUDKEHMIO
Ype3MepHON 3aBMCUMMOCTM OT GAHKOBCKOrO KpeavTa, MCMOofb30BaHWM0 MHCTPYMEHTOB pbiHKA KanvuTana W MOBbILEHMIO
OUHAHCOBOW CTabUITbHOCTMU.

KnioyeBble croBa: akuvOHEpHOe OOLEeCTBO, UCTOYHUKN (DMHAHCMPOBAaHWSA, CTPYKTypa KanuTana, YacTHbIA KanuTan,
3aeMHbIV KanuTan, KoprnopaTvBHble 0bnurauum, SMMCCUs akLn, (OMHaAHCOBBIN pblyar.

Abstract: This thesis examines the theoretical foundations and practical significance of diversifying financing sources
for joint-stock companies. It provides a comparative analysis of various financing options, including internal funds, bank
loans, corporate bonds, the issuance of additional shares, retained earnings, and hybrid financial instruments. The study
highlights the roles of the cost of capital, financial leverage, liquidity, ownership structure, and market conditions in the
selection of financing sources. Furthermore, it develops recommendations for joint-stock companies in Uzbekistan aimed
at reducing excessive reliance on bank loans, utilizing capital market instruments, and enhancing financial stability.

Keywords: joint-stock company, financing sources, capital structure, equity, debt capital, corporate bond, share issuance,
financial leverage.

INTRODUCTION

The sustainable development and investment activity of joint-stock companies depend, to a large extent,
on the composition of their financing sources and the efficiency with which these are managed. Relying on a
single source of financing increases risks for an enterprise—such as those related to interest rates, refinancing,
liquidity, or the potential dilution of shareholder control. Consequently, the primary objective in modern corporate
finance is not merely to raise the maximum amount of capital, but rather to construct a diversified financing
portfolio that achieves an optimal balance between the cost of capital and risk.

Diversifying financing sources is particularly important in economies with developing capital markets.
In such environments, bank loans often dominate corporate financing, while the share of capital market
instruments may remain relatively limited. This can lead to situations where long-term investment projects are
financed through short- or medium-term bank resources, thereby exacerbating the maturity mismatch between
assets and liabilities.
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LITERATURE REVIEW

The scholarly work of Modigliani and Miller serves as the theoretical foundation for the study of financing
sources and capital structure in joint-stock companies. In their 1958 study, the authors argued that, under the
conditions of a perfect capital market, the value of a firm is independent of its debt-to-equity ratio. Their 1963
work incorporated corporate taxes, demonstrating that the tax advantage associated with interest payments on
debt influences firm value. These approaches provide a theoretical foundation for considering the cost of capital
and tax implications when selecting sources of financing.

Myers (1984) explores the balance between the tax benefits of debt and the costs of financial distress
in the formation of capital structure, as well as the hierarchy of financing sources. Myers and Majluf (1984)
argue that, in the presence of information asymmetry, firms may prefer internal funds over external financing,
and debt over the issuance of new equity. Jensen and Meckling (1976) link financing decisions to conflicts of
interest among managers, shareholders, and creditors, as well as to agency costs. These studies indicate that
when diversifying sources of financing, it is necessary to evaluate not only the cost of funds but also issues of
ownership control and the alignment of interests.

Baker and Wurgler (2002) analyze capital structure from the perspective of market timing, demonstrating
that decisions regarding equity issuance are linked to market valuations and financing conditions. The theories
examined imply that there is no single optimal financing structure applicable to all joint-stock companies. On
this basis, the present study conducts a comparative analysis of the use of internal funds, bank loans, corporate
bonds, the issuance of additional shares, and hybrid instruments, evaluating them against criteria such as the
cost of capital, leverage, liquidity, and financial stability.

Theoretical Foundations of Financing Sources. The methodological framework for capital structure
theory was established by Modigliani and Miller. Their classic model demonstrates that, under conditions of a
perfect market, a firm’s value is independent of its financing mix. However, in real-world economic conditions—
characterized by taxes, bankruptcy costs, agency problems, and information asymmetry—the ratio between
debt and equity directly influences both the firm’s value and its financial stability.

According to the trade-off theory, the tax-shield benefit provided by debt capital must be balanced against
the risks of financial distress and the probability of bankruptcy. The pecking order theory posits that firms tend
to rely first on internal funds—specifically retained earnings—followed by debt instruments, and finally, as a last
resort, on the issuance of new shares. While agency theory views debt capital as a disciplinary mechanism for
managers, excessive leverage can exacerbate conflicts of interest between shareholders and creditors.

Market timing theory links the financing decisions of joint-stock companies to market valuations: it may be
advantageous to issue additional shares when stocks are overvalued, or to issue bonds when conditions in the
debt market are favorable. Consequently, the diversification of financing sources should not rely on a single
theory; rather, it should be based on an integrated assessment of a company’s profitability, cash flows, leverage
(debt levels), and prevailing market conditions.

RESEARCH METHODOLOGY

This study focuses on the theoretical and practical aspects of diversifying financing sources for joint-
stock companies, employing both qualitative analysis and a comparative approach. The theoretical framework
incorporates the Modigliani—Miller theorem, the trade-off and pecking-order theories of capital structure, the
agency perspective, and market timing theory. Factors influencing the selection of financing sources were
systematized through the analysis of academic literature, logical generalization, and the application of inductive
and deductive reasoning.

The comparative analysis examines and contrasts various financing options, including retained earnings,
bank loans, corporate bonds, the issuance of additional shares, and hybrid financial instruments. The criteria
selected for evaluation included the cost of capital, the payback period, interest rate and refinancing risks,
liquidity, financial leverage, and the impact on shareholder control. Furthermore, the alignment of financing
terms with the lifespans of assets and investment projects was analyzed.

Adopting a systemic approach, financing sources were examined in relation to the enterprise’s profitability,
cash flows, debt levels, and corporate governance conditions. The theoretical findings were used to formulate
practical recommendations for joint-stock companies in Uzbekistan on how to integrate resources from both the
banking sector and the capital market. As no empirical calculations were performed for individual enterprises
within the scope of this study, the results are theoretical and comparative in nature.
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Table 1.
Comparative assessment of financing sources!
Source Key advantage Key risk Impact on capital Use Case
structure
. . . Reduced dividend Leverage remains _St_able, profitable
Retained earnings No interest costs : joint-stock
potential unchanged
company (JSC)
Can be obtained Interest rate and . Short- and
Bank loan . ) . . Leverage increases | medium-term
quickly refinancing risk
needs
Corporate bond Long-term resource Coupon and credit risk | Leverage increases JSC with stable
cash flow
Additional shares Permanent capital Dilution of ownership Leverage High leverage or
stake decreases growth phase
Innovative and
Hybrid instrument Flexible terms Complex valuation Mixed impact large-scale
projects

Practical Directions for Joint-Stock Companies in Uzbekistan. In the context of Uzbekistan, diversifying
financing sources for joint-stock companies primarily requires expanding the corporate bond market, simplifying
the process of issuing additional shares, and increasing liquidity in the secondary market. Before making
financing decisions, an enterprise should comprehensively evaluate indicators such as the debt-to-equity ratio,
interest coverage ratio, free cash flow, WACC (Weighted Average Cost of Capital), and shareholder returns.

A second key direction is aligning the maturity of financing with the maturity of the company’s assets. For
long-term modernization or infrastructure projects, it is advisable to utilize bonds, long-term investment loans,
or additional equity capital, rather than relying on short-term bank loans. This approach reduces liquidity risk
and strengthens the enterprise’s financial stability.

A third direction involves integrating the selection of financing sources with corporate governance.
Accessing the capital market necessitates transparent financial reporting, the protection of minority shareholder
rights, the strengthening of the institution of independent directors, and regular information exchange with
investors. Therefore, financing through the capital market should be viewed not merely as a mechanism for
raising resources, but as an institutional factor that enhances the quality of management within an enterprise.

ANALYSIS AND RESULTS

A theoretical-comparative analysis revealed that each source of financing has a distinct impact on the
cost of capital, financial risk, and shareholder control. Retained earnings do not entail obligations for interest
payments or debt repayment; however, their availability is constrained by the enterprise’s profitability and its
dividend policy. While bank loans allow for the relatively rapid acquisition of funds, they also increase exposure
to interest rate and refinancing risks. Corporate bonds serve as a means to secure long-term resources, yet
they require stable cash flows to cover regular coupon payments and the repayment of the principal amount.

The issuance of additional shares allows for the expansion of the capital base without increasing the debt
burden; however, it may result in the dilution of the ownership and voting stakes of existing shareholders.
Hybrid instruments, which combine features of both debt and equity, offer the flexibility to tailor financing terms,
though they are more complex to value and manage. The analysis demonstrates that simply increasing the
number of funding sources is insufficient; rather, it is essential to align the maturity, cost, and repayment terms
of these sources with the enterprise’s cash flows and investment requirements.

For joint-stock companies in Uzbekistan, it is advisable to utilize bank loans, internal funds, and capital
market instruments as complementary sources of financing. Key priorities include financing long-term projects

1 Source: Compiled by the author based on corporate finance theories.
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with resources of an appropriate duration, aligning the debt burden with the company’s repayment capacity,
and ensuring the transparency of financial information when accessing the capital market. These findings are
based on theoretical and comparative analysis; their actual impact on the operations of individual enterprises
should be evaluated through assessments of financial statements and cash flows. DISCUSSION

The research findings indicate that diversifying funding sources requires adjusting the ratio between debt
and equity to align with a firm’s financial capacity. This aligns with the trade-off theory of capital structure,
which posits that the tax advantages of debt must be balanced against the costs of interest payments and the
risks of financial distress. Meanwhile, the pecking order theory—proposed by Myers and Majluf—explains the
preference for utilizing internal funds. However, when investment requirements exceed the volume of retained
earnings, the need to secure external financing arises.

When selecting a source of funding, one must consider not only its cost but also its impact on corporate
governance. From the perspective of the agency theory developed by Jensen and Meckling, debt obligations
can strengthen managerial discipline; however, high levels of indebtedness may exacerbate conflicts of interest
between shareholders and creditors. Furthermore, while the issuance of additional shares can reduce the debt
burden, it may also lead to a shift in control for existing shareholders. Furthermore, according to the approach
of Baker and Wurgler, it is important to align issuance decisions with market conditions; however, short-term
convenience must be evaluated in conjunction with the firm’s long-term financial stability.

For joint-stock companies in Uzbekistan, the application of these theories depends on the transparency
of financial reporting, investor confidence, and the infrastructure of the capital market. Since the ability to
issue corporate bonds or additional shares may vary across different companies, it is advisable to implement
diversification in a phased manner. It is necessary to first assess cash flows and debt-servicing capacity, and
subsequently select the appropriate financing instrument. Given the theoretical and comparative nature of this
study, the impact of the proposed approaches on the cost of capital and financial stability should be further
examined using data from individual joint-stock companies.

CONCLUSIONS AND RECOMMENDATIONS

Diversifying the financing sources of joint-stock companies is a crucial prerequisite for ensuring financial
stability, optimizing the cost of capital, and expanding investment opportunities. The mix of bank loans, corporate
bonds, retained earnings, additional share issues, and hybrid instruments should be determined based on the
enterprise’s specific industry characteristics, profitability, cash flow, and risk profile.

A promising model for joint-stock companies in Uzbekistan involves utilizing both bank resources and
capital market resources as mutually complementary mechanisms. In this context, the primary criterion for a
financing decision should not be the volume of funds raised, but rather its comprehensive impact on WACC,
leverage, liquidity, enterprise value, and shareholder returns.

REFERENCES

1. Modigliani F., Miller M.H. The Cost of Capital, Corporation Finance and the Theory of Investment // American Economic
Review. — 1958. — Vol. 48, No. 3. — P. 261-297.

2. Modigliani F., Miller M.H. Corporate Income Taxes and the Cost of Capital: A Correction // American Economic Review.
—1963. — Vol. 53, No. 3. — P. 433-443.

3. Myers S.C. The Capital Structure Puzzle // The Journal of Finance. — 1984. — Vol. 39, No. 3. — P. 575-592.

4. Myers S.C., Majluf N.S. Corporate Financing and Investment Decisions When Firms Have Information that Investors
Do Not Have // Journal of Financial Economics. — 1984. — Vol. 13, No. 2. — P. 187-221.

5. Jensen M.C., Meckling W.H. Theory of the Firm: Managerial Behavior, Agency Costs and Ownership Structure //
Journal of Financial Economics. — 1976. — Vol. 3, No. 4. — P. 305-360.

6. Baker M., Wurgler J. Market Timing and Capital Structure // The Journal of Finance. — 2002. — Vol. 57, No. 1. - P. 1-32.

t.me/scupus_IST2100 https://ist-journal.uz

390



Proofreader: Zokir ALIBEKOV
Layout and Designer: Oloviddin Sobir ugli

2026. Ne 10

© When materials are reproduced, the INNOVATION SCIENCE AND TECHNOLOGY journal must
be cited as the source. Authors are responsible for the accuracy of the information in materials and
advertisements published in the journal. Editorial opinions may not always align with those of the
authors. Submitted materials will not be returned to the editorial office.

To publish articles in this journal, you may submit articles, advertisements, stories, and other creative
materials through the following links. Materials and advertisements are published on a paid basis.

You may subscribe to the journal at any time using the following details. Once subscribed, please
send a screenshot or photo of your payment confirmation to our Telegram page @iqgtisodiyot_77.
Based on this, we will send the latest issue of the journal to your address each month.

“The journal “INNOVATION SCIENCE AND TECHNOLOGY” has been registered by the
Agency for Information and Mass Communications under the Administration of the
President of the Republic of Uzbekistan from 09.10.2024 under the registration number Ne390637.
License number: C-5669633. PNFL: 30407832680027

Our address: Tashkent city, Yunusobod district, 19th block,
House 17.



TASHKENT STATE
UNIVERSITY OF ECONOMICS

Google ULRICHS\/EB ‘
|'L IN IE:'\E‘:‘*'I EVBERLtHIHI{H “Eﬂl’

NUMBER N Acceptance of articles

Published every
_ HAYYHAS SAEKTPOHHAS monthly

| BUBAMOTEKA
_ RaAD & LIBRARY.RU

s\,
INDEX@ COPERNICUS " @

Crossref Directions
Digital 0 8
d Object gfr' . T.: ClteFaCtor - B Social, economic, political,
Identifier ©,-° ..0.. 4> 4008 technological, scientific
Scopus || Scientific electronic journal specializing in Scopus
CONTACT:

CERTIFICATE NUMBER: N2390637

\. Contact us

ORDER NUMBER ACCORDING TO +998 50 737 87 88

THE LICENSE REGISTER: C-5669633
Telegram channel
5 t.me?scopus_lSTﬂDO
e Journal official website
X7 https:/[ist-journal.uzf/index.php/IST




