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The Evolution and Research Progress of Corporate Capital Structure Theory:
A Systematic Review and Future Prospect
HU Haifeng & ZHANG Ye

Abstract: As a long-standing and practically significant topic in the field of corporate finance, capital
structure reflects strategic trade-offs among risk, return, and control rights. Its theoretical evolution has
almost spanned the entire history of financial research. This paper systematically reviews the historical
development and latest research progress in capital structure theory. First, following the internal logic
of theoretical development, it clarifies the conceptual connotation of capital structure and traces the
key evolutionary stages along the trajectory of relaxing assumptions. This includes a review of the MM
theorem and its critiques and revisions, the introduction of information asymmetry and agency costs,
and the theoretical paradigm shift from static trade-off to dynamic adjustment. Second, this study
focuses on current research frontiers, summarizing two major themes that have deepened and expanded
capital structure research in recent years. In terms of influencing factors, research has broadly integrated
multidimensional perspectives, including corporate governance mechanisms, managerial irrationality and
market sentiment from behavioral finance, competitive strategy theories from industrial organization, as
well as macroeconomic cycles and institutional environments. Regarding economic consequences, the
analysis specifically examines the critical roles that capital structure plays in corporate value creation, the
catalysis of innovation activities, and strategic risk-taking capacity, thereby constructing a comprehensive
analytical framework for capital structure research. Finally, based on a systematic review, the paper identifies
limitations in current research concerning measurement methods, endogeneity issues, and contextual
heterogeneity, and outlines important questions and several directions for future exploration. The aim is
to provide a systematic reference for further research in capital structure theory while offering theoretical
support for enterprises to optimize financing decisions in complex environments.

Keywords: corporate capital structure; evolutionary path; latest developments; review



