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Abstract

The objective of the article was to identify the relationship between struc-
ture of capital and profitability of the enterprises in the meat processing sec-
tor. The research pointed to the negative linear relationship between index of
capital structure and return on assets and return on sales. It was also found
that the relationship between the return on equity and capital structure ratio
is non-linear in nature. It was also noted, due to the diagnosed paradox, that
ROE ratio is not the proper measure of enterprise’s “success”. ldentified
parabolic relationship between structure of capital and return on invested
capital and degree of financial leverage suggests the possibility of identify-
ing an optimal structure of capital. During the research it was also found
that the cost of equity depends on the structure of capital, as well as the an-
nual interest rate.
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Preface

The 2001-2010 period was an exceptionally essential decade for the meat
processing industry, diversified and full of transformations. Between 2001 and
2006 meeting the stringent sanitary and quality requirements set by the Europe-
an Union and adjustment of production to the West European standards were the
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