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Optimal Capital Structure 
The optimal capital structure is a measure of the best debt-to-equity ratio for an organization that maximizes its worth. In essence, the optimal capital structure for a firm provides a balance between the idyllic debt-to-equity arrays thereby reducing the cost of capital for an organization. In theory, debt financing tends to offer the least cost of capital as a result of tax deductibility (Warusawitharana, 2015).. Nonetheless, it is rarely the optimal structure in business because the risk of a company increases with an increase in debt. The short and long-term debt ratio for an organization should be taken into account when evaluating the capital structure. The debt-to-equity ratio is essential in assessing the risk level of the firm for potential investors. 
Estimation of the optimum capital is very useful for the corporate finance department of an organization. Once the firm has a significant wealth after retained earnings, proceed to distribute the returns to the stockholders (Saez & Stantcheva, 2018). Therefore, the policy points to the stability of a company because it can raise sufficient revenues from the business and it is profitable as the dividends are paid from the net profit amount. If the firm is paying dividends regularly, it is also considered as the regular dividends policy. Share repurchases, on the other hand, denote that the capital has a substantial profitable potential in the future and the company trusts that their investment will amount to an increase of the share in the future. 
[bookmark: _GoBack]Paying Dividends versus Repurchase Shares
The question on why companies distribute retained earnings as dividends as opposed to repurchasing of shares has attempted to be answered by financial economists. The debate becomes persistent because dividends results to a higher tax liability compared to buying back of stocks (Travlos, Trigeorgis & Vafeas, 2015). Payment of dividends is the most common way of distributing its retained earnings to stockholders. The efficiency of paying dividends combined with the volatility that is associated with the process of the repurchase of stock cannot substitute each other. Instead, the repurchases are used as a complementary method of payment of short-term cash flows. They are both approaches of payment of retained earnings, whereas stock repurchase has for a fact become a significant source of distribution in the recent past. 
In summary, the optimal capital structure is a measure of the best debt-to-equity ratio for an organization that maximizes its worth. Once the firm has a significant capital after retained earnings, proceed to distribute the returns to the stockholders. The debate on whether to pay dividends as opposed to repurchasing of stock becomes persistent because dividends results to a higher tax liability compared to buying back of shares.
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