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Objective: The objective of this research is to simulate capital structure
using a systems dynamics approach. This study seeks to identify and analyze
key factors affecting capital structure and provide a dynamic model for
decision-making in the capital market.

Method: The statistical population includes articles, research projects, and books
published in recent decades that have examined various aspects of capital
structure. After reviewing the sources, factors affecting capital structure were
extracted and key factors were identified using expert opinions. Key variables
included tangible assets, profitability, and other factors affecting capital structure.
These variables were modeled in the form of dynamic hypotheses. The research
was conducted using the systems dynamics (SD) method and using Vensim
software. The time horizon of the research was considered to be a 19-year period
(2016-2034), but the data used were from a 6-year period (2016-2021).

Results: The simulation results showed that the increase in tangible assets and
profitability has a significant impact on capital structure. The presented model
can explain the dynamic relationship between key factors and capital structure.

Conclusion: This research provides a systematic model of the
determinants of capital structure that can be used as a practical tool for
decision-making by shareholders and capital market activists. The findings
of this study can help improve financial decision-making and policy-making
in the industry.
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Introduction

The present study aims to analyze real-world data obtained from the Saipa Automotive Company’s
website and, by simulating the capital structure using a system dynamics approach, extract criteria that
can guide investors in making informed investment decisions. This will enable them to purchase their
desired shares with greater confidence. Conducting research across various dimensions can help
identify shortcomings, fostering dynamism and growth. Moreover, the more relevant and useful
predictive information available to investors in the capital market, the more it encourages and
incentivizes them to invest in stocks. Thus, this study pursues the following objectives:

A) General Objective
e Simulating the capital structure using a system dynamics approach.

B) Specific Objectives

1. Identifying and evaluating the most significant variables and mechanisms influencing the
capital structure of Saipa Automotive Company.
2. Modeling and simulating the capital structure of Saipa Automotive Company.
Capital Structure: Capital structure aims to achieve an optimal mix of equity and debt to maximize
the company's value while minimizing financing costs (Khaleghi Moghadam & Baghoumian, 2007).

o System Dynamics Approach: System dynamics is a method for analyzing, solving problems, and
simulating systems. It is a technique for analyzing complex systems and issues using computer
simulation (Ali Mohammadi Asl et al., 2020). Mousavi Haghighi et al. (2016) examined stock
price simulation from the perspective of internal and external factors affecting the system using
a system dynamics approach in the Iranian copper industry. Jiang et al. (2021) investigated
"Supply-based Structural Reforms and Dynamic Capital Structure Adjustment: Evidence from
Chinese Companies." Yutami et al. (2021) examined "Static or Dynamic Capital Structure Policy:
Empirical Evidence from Indonesia."

Method

This research is exploratory mixed-method and applied in nature. For theoretical data collection,
specialized domestic and international journals and additional necessary information from the Rahavard
Novin software and the Tehran Stock Exchange were used. Following the steps of the system dynamics
method, based on Forrester's methodology (late 1950s), the first step is to identify the decision-makers'
issue and the influencing variables. Then, system feedback loops are identified, and relationships
between variables are mapped. The mapped model is then formulated into mathematical equations and
transferred to the relevant application software as state and flow variables. The model is validated by
comparing its behavior with the real model. Once validated, system interventions with policies to
improve performance are designed and implemented, and recommendations are provided to
decisionmakers for system performance improvement. Information gathering in this research follows
the library method.

. Equity
- LN

. ‘f—’—'_'_'_ i ———————_
/ Risk Debt ratio H\k

| @ / el e
Mar}i?\zalue i [’ @ / \ \\‘

Stock price \ . capital N
____ aftractivencss /

AN -0
— M S
\J . ‘/’ [ ct/mcomc

+ \\\ ——intrinsic /
\\ / -

—— P/E Ratio
Diagram 1. Causal Loop Model of the Research



Journal of Development and Capital/ Volume 11/ No. 2, 2026 /3

sk 1 nterest ——\

|| Taxable

R2 t\ ) |
@ \ /a:tran:d\-‘cncs:.q @ +/ ’)
+ -
|
\\/‘K\‘___ Terinsic ___/ |

capital
Market
value | AN
-
s
tJChange in ER \- P/Eratio
— -—

S
- .
— Change in Stegk price
T Market Value —y——
v r— 7 T
size 4 —
beta
oy

Diagram 2. Stock and Flow Diagram

Change in Risk

T

+
Net income

Results

Capital structure is the most critical factor in company valuation and ranking. The volume of
debt versus equity in the capital structure minimizes capital costs and, consequently, increases
company value. The primary variables influencing capital structure (debt ratio) in this research are
mainly internal organizational factors such as profitability, debt default risk, stock price, etc. The
second research question involves identifying dynamic hypotheses of factors affecting capital
structure (debt ratio). These hypotheses are necessary for systemic analysis, showing how factors
like capital cost, interest rate, debt default risk, profitability, and stock price change the capital
structure (debt ratio) and their interrelationships. These dynamic hypotheses are developed into
balancing (negative) and reinforcing (positive) causal loops to reach the conceptual research model.
The model demonstrates how factors affecting capital structure (debt ratio) interact systemically,
leading to changes in SAIPA's capital structure (debt ratio). The diagram of stock and flow
variables and their mathematical relationships are presented in this model.
Conclusions

State conclusions, beyond just results, and report the implications or applications. In the
conclusion, consider returning to a discussion of why the problem is important (as stated in the
introduction); what larger issues, meaning those that transcend the particulars of the subfield,
might hinge on the findings; and what propositions are confirmed or disconfirmed by the
extrapolation of these findings to such overarching issues. Also consider the following issues:

o What is the theoretical, clinical, or practical significance of the outcomes, and what is the

basis for these interpretations?
o If the findings are valid and replicable, what real-life psychological phenomena might be
explained or modeled by the results?

o Are applications warranted on the basis of this research?

o What problems remain unresolved or arise anew because of these findings?
The responses to these questions are the core of the contribution of your study and justify why
readers both inside and outside your specialty should attend to the findings. Readers should
receive clear, unambiguous, and direct answers.
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