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KopnopaTtuBHoe ynpaBJjieHue, CTPYKTYpPa KanuTajaa u 3(p(PpeKTUBHOCTH 3aTPaT Ha
rocy1apcTBeHHbIX NpeanpusaTusax Pecny6auku ApMmeHus

bazoacapan Anuca M.

Ipenodasamens, Kagedpa gpunancosozo yuema, @axynvmem Oyxearmepckoeo yuema u ayouma,
Apmanckuil 2ocyoapcmeennblii 3konomudeckull ynugepcumem (Epesan, PA)

Cepooan Anu A.

IIpenodasamens, Kagedpa gpunancosozo yuema, @axynvmem Oyxeaimepckoeo yuema u ayouma,
Apmanckuil 2ocyoapcmeennblii 3konomuueckuli ynugepcumem (Epesan, PA)

AHHOTanus. B maHHOM HCCIIeOBaHMM DPAaCCMATPHBAIOTCS CTPYKTYPHI M METOIBI YIPABICHHS TOCYIapCTBEHHBIMH
npeanpustusiMa (') B Pecny6nmke ApMmeHHsi ¢ aKIEHTOM Ha IMOHUMAaHWE WX CIIOKHOCTEH, CIA0BIX CTOPOH H
MOTPEOHOCTEN B PEePOPMUPOBAHUH. YUUTHIBAs CTpaTETHIECKY0 poib [Tl B Takux CekTopax, Kak JHEpPreTHKa,
TPAHCIIOPT W BOJXHOE XO3SHUCTBO, 3(Q(QEKTHBHOE YyIpaBICHHE, OCHOBAHHOE HA NPO3PAYHOCTH, IOAOTIETHOCTH H
JIONTOCPOYHON yCTOMYMBOCTH, HMMEET peMIafoliee 3HAYeHHWE Ul HAOHOHAIBHOTO pa3BHTHSA. B mcciemoBaHuH
oneHuBaeTca 3()(HEKTUBHOCTD YIIPABIICHUS, BBISIBILIIOTCS KIIFOYEBBIE NMPOOIEMBI M M3y4YalOTCs HHCTUTYIHOHAIBHBIE U
KOHTEKCTYyalbHbIC (DAKTOPHI, BIHUSIONINE HA PE3yIbTaThI AesTenpHocTr [ T1.

B wmccienoBaHNyM OCBEIIAIOTCS MEPEIOBOM OIBIT, TOBTOPSIOMIKECS MPOOJIEMBI yIPABICHUS M 00JacTH, TpeOyrolue
pedopM, MpeIaraloTcsi NPAKTHYECKUE PEKOMEHAANNU 110 IOBBIIICHUIO 3(P(MEKTUBHOCTH COBETOB TUPEKTOPOB,
MEXaHU3MOB HAJ30pa, BHYTPEHHETO KOHTPOJS M CHCTeM yhpaieHus 3hdektuBHOCThIO. B  aHammse Takke
paccMaTpuBaeTCs BIMSHUE IOJIMTUYCCKOTO BIHSHUS, AMHAMHUKH 3aWHTEPCCOBAHHBIX CTOPOH M OpPraHH3alMOHHON
KyJBTYPHI Ha PE3yJIbTATHI YIIPABICHHS.

VYxperiearne ynpasieHns B apMaaCKuX ['T] MOXeT MOBBICHTH MPO3PAYHOCTh, OAOTIETHOCTD, YIIPABICHHE PUCKAMH U
3¢ (EeKTHBHOCTh HHBECTHINN, OJHOBPEMEHHO CIIOCOOCTBYSI CO3IJAHUIO OJITOCPOYHOH CTOMMOCTH WM YCTOHYHBOMY
pa3BuTHIO. B IaHHOM WCCIIEIOBaHMHM pPACCMATPUBACTCS BIHMSHHE KOPIOPATHBHOTO YIPABICHHS Ha CTOMMOCTH
aKIMOHEPHOTO KamuTajda TocymapcTBeHHbIX mnpeanpustudi (I'TI) Apmenwn. Ommpasch Ha OTEYECTBEHHYIO U
MEXIyHApPOAHYIO JINTEPaTypy, UCCIEIOBAHNE BBISBIICT KIIOUEBBIC (DAKTOPHI YIpPaBICHUS, BIMSIONINE HA CTOMMOCTH
(hMHAHCUPOBAHMS, BKIFOYAs XaPAKTEPUCTUKN KOMITAHUH, TIPO3PAYHOCTh U KAYECTBO PACKPBITHSI HH(OPMAIIMH, CHCTEMBI
BHYTPCHHETO KOHTPOIIS, CTPYKTYPY aKIMOHEPHOTO KamuTaja, a TakKe HOPMAaTHBHO-NIPaBOBYIO 0a3y. Iloka3aHO, 4TO
3¢ (eKTHBHOE YIPaBJICHHE B 3THUX OOJIACTSIX CHHXKAET CTOMMOCTh AKIHMOHEPHOTO KAaMUTajla, YKPEIUISCT JOBEpUe
HWHBECTOPOB U YJy4IIaeT o0mue (PMHAHCOBBIC MMOKa3aTeNu. B mccinenqoBanuu Takxke nomguepkuBaercs, uro ['T1 ¢ 6onee
CWIILHOW CTPYKTYPOH YIpPaBICHUS MUMEIOT JIyYIINEe BO3MOXKHOCTH JUIsS MpPHBICUCHHs (DMHAHCHPOBAHUS, YIPABICHUS
PHUCKAMH W TTOAICPKKHU JAOITOCPOYHOTO YCTOMYMBOTO Pa3BUTHA. Ha OCHOBE 3THX pe3yJIbTATOB MPEJIATalOTCs [[CJICBhIC
PEKOMEHIANNH [0 COBEPIICHCTBOBAHMIO COCTaBA COBETA AUPEKTOPOB, BHYTPEHHETO KOHTPOJS M MPAKTHKH PACKPBITH
nHGOPMANNH, OXHOBPEMEHHO IOBHINAS ITOJOTYETHOCTh MHHOPUTAPHBIM AKIHOHEPAM M COTJIACYS CTHMYJBI IS
PYKOBOJICTBA C TOCYIapPCTBEHHBIMH W (DHHAHCOBBIMU IEISIMH. DTH BBIBOABI IIPEICTABILIIOT COOOH IIEHHOE PYKOBOJICTBO
JUTS TIOJINTHKOB, PETYIMPYIOMUX OpraHoB U pykooautened ['T1 B ApMernn, CTpeMSIIXCs yIydIInTh KOPIIOPATUBHOE
yIpaBJieHHe, ONTUMHU3UPOBATH (P PEKTHBHOCTS (MHAHCHPOBAHUS M IMOBBICHTH CTOMMOCTB IIPEANIPHUATHS, CIOCOOCTBYS
JIOCTH)KCHUIO 00Jiee MIMPOKHX MeJied 3KOHOMHYECKOro pocta W 3()(EeKTHBHOCTH TOCYIapCTBEHHOTO cekropa. B
HCCIICIOBAHUH PACCMATPUBAIOTCS OCOOCHHOCTH KOPIIOPATHBHOTO YINPABJICHUS M YIPABICHYCCKUX MPAKTUK Ha

206



Pezuon u mup, 2025, Ne 6 (61)

apMsiHCKuX rocyaapctBeHHbIX mnpeanpusitusx (I'TI) B mepmon c¢ 2014 mo 2024 roam, KOTOpbIE IOMHHHUPYIOT B
CTPATErn4ecKuX CEKTopax (PHEpreTHKa, BOAOCHAOXKEHHUE, TpaHcHopT). OCHOBHAs LielIb — ONPEAEINTh, KaK MPAKTHKA
kopriopatuBHOro ympasieHus (KY) Bauser Ha (uHAHCOBYIO 3 (EKTHBHOCTH, YIENSAs 0CO00€ BHHUMaHHE IBYM
MTOKA3aTeIsIM: CTOMMOCTH aKIIMOHEPHOT O KanuTana U 3)(HEeKTHBHOCTH 3aTpar.

KiroueBble ci1oBa u cinoBocoderanus: Ctpykrypa kanurana; KopmopatusHoe ympasienue; Jh(heKTHBHOCTE 3aTpar;
Tlocymapcteennsle npemmpusitust (I'T1); KommereHnmus coBeTa AHPEKTOpoB; He3aBUCHMOCTH COBETA AUPEKTOPOB;

Pa3mep coBera gupexTopos; OrHAHCOBBIE MOKA3aTEIN

1. INTRODUCTION

In the Republic of Armenia, the government—
as the principal shareholder of state-owned
enterprises—sets broad expectations related to
sustainable development  and  responsible
management. However, it is the boards of Armenian
SOEs that must translate these expectations into
strategic priorities and operational practices. Even
when the state does not issue specific sustainability
directives, boards remain responsible for identifying
environmental, social, and governance risks, as well
as opportunities that can strengthen long-term
resilience and organizational performance [16].
Under Armenia’s corporate governance framework,
SOE board members are expected to act in the best
interest of the enterprise, safeguard public assets,
and uphold transparency and accountability
principles [17]. This responsibility increasingly
requires integrating sustainability considerations
into decision-making, especially since many
Armenian SOEs operate in sectors—such as energy,
water management, and waste services—where
environmental and social impacts are substantial [1].

Embedding sustainability principles into
corporate governance processes contributes to
improved risk management, better resource
utilization, and stronger financial performance [19].
It can also enhance employee engagement and
reinforce public trust in SOE operations [5].
Additionally, prioritizing sustainability can generate
long-term competitive advantages by promoting
innovation, improving service quality, and
expanding public satisfaction with essential services
[18].

State-owned enterprises (SOEs) play an
essential role in the Republic of Armenia’s
economy, particularly in sectors such as energy,
water management, transportation, and public
services. Corporate ~ governance  forms  the
foundation of operational management, risk control,
and strategic decision-making within Armenia’s
state-owned enterprises (SOEs), serving as a key
safeguard for investment and financing activities
[16]. A strong governance framework standardizes
decision-making procedures, enhances operational
discipline, and mitigates business and financial
risks, thereby providing an institutional basis for
sustainable development [17]. In this context, the
cost of capital plays a central role in shaping
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financing  strategies, determining investment
priorities, and evaluating the performance of
Armenian SOEs [21]. Accurate estimation of capital
costs influences not only funding decisions and
investment planning but also dividend policies,
directly affecting the competitive position and long-
term growth prospects of these enterprises [19].

Estimating the cost of equity in Armenian
SOEs is particularly challenging due to the
interaction of multiple factors, including
macroeconomic volatility, sector-specific risks, firm
size, financial leverage, operational uncertainty, and
information asymmetry [10; 1]. In markets where
transparency is limited, investor perceptions of risk
may be skewed, complicating capital cost
assessment further [20].

Research and practical experience indicate that
improvements in corporate governance can enhance
firm value in multiple ways [14]. Effective
governance reduces agency costs, improves
decision-making efficiency, and strengthens internal
control systems to minimize fraud and misreporting
[7]. Well-designed incentive mechanisms align the
interests of managers with those of the state as the
primary shareholder, promoting long-term value
creation [15]. Notably, there is an inverse
relationship between the cost of capital and
enterprise value: lower capital costs increase the
value of the enterprise, while higher enterprise value
may help reduce financing costs [24].  This
highlights the critical link between governance
practices and financial efficiency in Armenian
SOEs.

Conflicts of interest—between state authorities,
managers, and minority stakeholders—along with
pervasive information asymmetries, can create
adverse selection and moral hazard challenges [7].
These may manifest as misallocation of funds,
politically influenced managerial decisions, or
preferential treatment in procurement and contracts.
Such governance deficiencies increase operational
and financial risk, thereby raising the cost of capital
for SOEs. Therefore, establishing scientifically
grounded and contextually relevant governance
frameworks is essential for improving financial
efficiency, enhancing transparency, and promoting
long-term sustainable development in Armenia’s
state-owned sector [1; 17].



This study addresses a critical research gap by
examining how changes in corporate governance
practices influence the cost of capital in Armenia’s
state-owned enterprises (SOEs). This study
highlights the Armenian context, where SOEs
dominate strategic sectors including energy, water
management, and transportation. In Armenia, recent
reforms aimed at improving transparency, board
independence, and accountability have sought to
strengthen investor confidence and reduce financing
risks for these enterprises [17]. The empirical
insights suggest that stronger governance practices
in Armenian SOEs are associated with lower
financing costs. Improvements in board structure,
internal controls, and disclosure standards further
reduce the cost of capital, whereas deficiencies in
governance can lead to higher financing costs and
greater financial risk. Notably, SOEs with more
developed governance frameworks demonstrate
greater  sensitivity to governance changes:
downgrades in oversight or transparency result in
more pronounced increases in capital costs. These
findings underscore the critical role of effective
governance in enhancing financing efficiency,
supporting investment, and promoting the long-term
financial sustainability of Armenian state-owned
enterprises [1; 16].

2. Literature Review

The international academic community has
long recognized the importance of first-mover
advantages in examining the relationship between
firm characteristics and the cost of capital. Early
studies established a benchmark for subsequent
research in capital asset pricing models and
highlighted the “size effect,” whereby larger firms
tend to exhibit lower financing costs—a finding that
contrasts with traditional theoretical expectations
[6].

Recent methodological advancements,
particularly in econometrics, have further deepened
this understanding. Nonparametric estimation
techniques have shown that firm characteristics
provide incremental information beyond
conventional pricing models, enhancing the
accuracy of abnormal return predictions [9]. By
employing cross-asset analysis models that allow for
full heterogeneity and arbitrary correlations between
characteristics and factor loadings, researchers have
demonstrated that firm-specific factors often explain
variations in returns more effectively than
traditional risk factors, prompting a reevaluation of
their central role in asset pricing [4].

Several mechanisms have been identified
through which firm characteristics influence the cost
of capital. First, the growth expectation channel
shows a significant negative relationship between
long-term growth forecasts and financing costs.
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Second, the earnings quality channel indicates that
firms with more accurate earnings forecasts
experience lower capital costs. Third, the valuation
effect channel reveals a stable negative correlation
between the book-to-market ratio (B/M) and
financing costs.

Studies in transitional economies, including
China, have extended these insights by
incorporating local market characteristics, showing
that firm size and systematic risk factors are
positively correlated with capital costs, while
growth indicators exert a distinct negative effect [3].
Additionally, information disclosure quality plays a
critical role in reducing equity financing costs.
High-quality disclosures mitigate information
asymmetry, thereby lowering capital costs [8].
Research further indicates that corporate social
responsibility (CSR) disclosures improve capital
allocation efficiency and can reduce financing costs
in sectors such as agriculture [25].

International literature has established a mature
empirical framework, demonstrating that high-
quality disclosure can mitigate information
asymmetry, reduce  investors’  information
processing costs, and ultimately lower corporate
financing costs. High-quality disclosures operate
through three primary channels:

e enhancing the credibility and reliability of
financial reporting,

e narrowing
expectations, and

o reducing regulatory risk premiums [2; 8].

Recent research has expanded the scope of

divergence in market

disclosure studies to include non-financial
information, particularly corporate social
responsibility (CSR) disclosures. Yan (2018)

employed a difference-in-differences approach to
show that firms participating in pilot programs
under the “Social Responsibility Guidelines for
Listed Companies” experienced an average 15%
reduction in debt financing costs, with effects most
pronounced in environmentally sensitive sectors.
Similarly, Li and Shu (2019) examined agricultural
enterprises and found that CSR disclosures reduced
the weighted average cost of capital by 10-18%
through mechanisms of enhanced reputation and
increased stakeholder trust. Xu (2020) highlighted
the importance of voluntary disclosures in Chinese
private listed companies, reporting that each 10%
increase in voluntary disclosure corresponded to an
average 0.5 percentage point improvement in ROE,
particularly in high-tech industries. Collectively,
these findings provide robust empirical evidence of
the value of both financial and non-financial
disclosure in reducing financing costs and
enhancing firm performance.



Overall, the literature underscores the central
role of corporate governance, transparency, and
strategic managerial practices in influencing
financing efficiency. While extensive research exists
internationally, there is a gap in empirical studies
focusing  specifically on  Armenian  SOEs,
particularly regarding the effects of governance and
disclosure practices on their cost of capital and
operational performance. This study seeks to fill that
gap by providing Armenia-specific insights.

Pezuon u mup, 2025, Ne 6 (61)

3. Methodology

The primary objective of this study is to
empirically examine the relationship between capital
structure, corporate governance, and cost efficiency
in state-owned enterprises (SOEs) in the Republic of
Armenia.

The study employs the following model to
assess cost efficiency:

Y = J-(Capital Structure Variables, Corporate Governance Variables) (1)
Cost Efficiency,, = By + B1 Xy + BoXoie + it )
Where: combining financial indicators with governance

Dependent Variable (Y): Cost efficiency

Independent Variables (X):

e Capital Structure: Debt-to-Equity  Ratio,
Long-Term Debt-to-Equity Ratio, Short-Term Debt-
to-Total Assets.

¢ Corporate Governance: CEO Duality, Board
Independence  (BI), Board Size (BS), Board
Expertise (BE), Board Composition (BC), Audit
Quality, and Ownership Concentration.

Data for this study are primarily collected from
annual reports, financial statements, and corporate
governance disclosures of Armenian SOEs. By

characteristics, the analysis seeks to determine how
capital structure and governance practices jointly
influence operational cost efficiency.
4. Results

The study’s aim to provide insights into how
Armenian SOEs can optimize financing structures,
strengthen governance mechanisms, and improve
overall operational performance, contributing to
policy recommendations for sustainable public-
sector management.

Table 1. Connection between capital structure, corporate governance, and cost-effectiveness

Statistic COST BS BI BE BC DEBT_EQUITY
Mean 0.490 17 0.47 0.50 0.514 9.19
Median 0.479 17 0.47 0.5 0.535 8
Maximum 0.992 31 0.99 0.99 0.99 94.28
Minimum | 0.000171 10 0 0 0 0.33
Std. Dev. 0.279 3.622 0.297 0.273 0.290 8.173
Skewness 0.042 0.890 0.126 -0.002 -0.008 4.633

Average Cost Efficiency (COST): The mean
efficiency score is 0.490, suggesting that, on
average, Armenian SOEs in the sample operate at
approximately 49% of the efficiency frontier,
indicating significant room for improvement.

Board Characteristics:

The study examined four key corporate gover-
nance proxies:

Board Independence (BI), Board Size (BS),
Board Composition (BC), and Board Expertise
(BE).

Board Size (BS)

Significantly and favorably impacted the
capital structure (Debt-to-Equity Ratio).

A positive relationship means that as Board
Size increases, the Debt-to-Equity Ratio increases.
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In the context of capital structure theory, a larger
board might be associated with a greater capacity to
oversee complex debt financing activities or a
greater propensity to utilize leverage. The study
concludes this is a key factor in the study area.

Board Expertise (BE)

Demonstrated a statistically significant positive
connection with capital structure (Debt-to-Equity
Ratio) at the 5% level.

Boards with deeper industry knowledge and
expertise are expected to be more productive,
innovative, and have better monitoring capabilities.
The positive correlation suggests that these high-
quality boards are either more confident in their
ability to manage higher leverage or that lenders are
more willing to provide debt financing to firms



overseen by such capable boards. This aligns with a
priori predictions (theoretical expectations).

Board Independence (BI)

Had a positive impact on capital structure, but
was not statistically significant.

While the coefficient sign suggests that greater
board independence might improve the Debt-to-
Equity Ratio, the lack of significance means that,
based on this study's data, independence is not a
reliable factor influencing the capital structure of
these SOEs firms.

Board Composition (BC)

Had less impactand wasnot a
predictor of capital structure.

This variable (likely referring to the mix of
executive,  non-executive, and  independent
directors) does not play a reliable role in
determining the firms leverage levels.

The mean Board Independence (Bl) is 47%,
and Board Expertise (BE) is 50%. Board Expertise
(BE) and Board Composition (BC) show values
close to zero for skewness (-0.002 and -0.008),
suggesting their distribution is nearly symmetrical
(or normal), unlike the high positive skewness of the
Debt-to-Equity ratio.

5. Conclusion

The purpose of this study is to investigate the
relationship between capital structure, corporate
governance, and cost efficiency in Armenian state-
owned enterprises (SOEs). Specifically, the study
evaluates the capital structure and cost efficiency of
Armenian SOEs and examines the extent to which
corporate governance practices influence these
outcomes. In addition, the study explores the
mediating role of corporate governance in shaping
the interaction between capital structure and cost
efficiency.

The empirical findings indicate that corporate
governance significantly affects the capital structure
of the examined firms. A competent and
experienced board of directors is expected to make
effective strategic and financial decisions, thereby
strengthening overall corporate performance. In line
with this expectation, board expertise—used as a
key measure of governance quality—shows a
positive and significant impact on capital structure.
This confirms that boards with stronger professional
backgrounds contribute to more sound financial
decision-making. Likewise, board size demonstrates
a positive and significant influence on capital
structure, suggesting that larger boards may provide
broader oversight capabilities and more diverse
perspectives  that support effective financial
structuring.

Furthermore, board expertise functions as a
mediating variable in the relationship between
capital structure and cost efficiency, enhancing the

significant
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positive effect of capital structure on firms’ cost
efficiency.  Similarly,  board independence
strengthens this relationship, indicating that more
autonomous boards are better positioned to monitor
management decisions and ensure efficient resource
allocation.

Overall, the study concludes that corporate
governance plays a critical role in shaping both
capital structure decisions and cost-effectiveness in

Armenian  SOEs.  Strengthening  governance
mechanisms—particularly board expertise and
independence—can  therefore  contribute  to

improved financial management and operational
performance across the sector.
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