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[bookmark: _Toc96191479]Chapter 1: Introduction
[bookmark: _Toc96191480]1.1 Title of the study 
The title of this particular study is “the determinants of capital structure: evidence of Bulgaria”.   
[bookmark: _Toc96191481]1.2 Research Background
The main theme of this research paper is based on the determinants of capital structure evidence from Bulgaria. According to the capital design of the organizations present in Bulgaria, it is accepted that an organization has a specific arrangement of expected incomes and its influence has no impact available worth of the firm. There are two distinct kinds of capital immateriality suggestions
(a) The traditional exchange-based immateriality suggestions (exchange by financial backers stays with the worth of the free of its influence)
(b) An association's venture strategy, the profit pay-out after it will influence neither the current cost of its portions nor the complete re-visitation of its investors (Mokhova & Zinecker, 2013). It very well may be noticed that notwithstanding the presence of some assessment benefits for obligation financing, firms tend not "to involve the greatest conceivable measure of obligation in their capital structure" because of constraints by banks prompting "the requirement for saving adaptability". 
There is no question that there are numerous inward and outer variables affecting the capital structure and thus monetary choice interaction concerning the decision of financing sources. The analysts attempt to distinguish those variables and track down the main determinants of capital structure. The writing exploration of past examinations calls attention to a few organisational attributes that affect capital structure. The benefit is quite possibly the main component as indicated by many creators (Saona, San Martín & Jara, 2018). Notwithstanding, it tends to be seen that organizations in their choices agreeing to the wellspring of financing right off the bat favour held income as an inside source, then, at that point, obligation, and to some extent new value issues. Hence, productive organizations have an open door to utilize their benefits and thus have lower influence among the industry they work in.
[bookmark: _Toc96191482]1.3 Context and relevance of the study
David Durand was the first person, who suggested this topic of corporate finance in the market in 1952. This particular research would focus on the determinants of capital structure by taking evidence from different unquoted business firms of Bulgaria within a given period like 2012-2017. The relevance of this particular research is associated with the depiction of evidence from a set of business firms in Bulgaria in the context of the determinants of capital structure within a given timeframe. The selection of 40 unquoted business organizations of Bulgaria for understanding the determinants of their capital structure has made the entire study more relevant. For the practitioners and corporate finance individuals like directors of unquoted firms, controllers and executives, this specific research is relevant to understand the impacts of the determinants on the performances of the companies.                             
[bookmark: _Toc96191483]1.4 Problem Statement
Most business organizations finance their operational and other business activities by two major sources as equity and debt. The selection of the best possible combination of equity and debt, which the unquoted business organizations of Bulgaria can utilize in terms of their capital structure, is not easy to depict. Thus, it is notable that there has no universal theory of capital structure through which the combination of equity and debt can be represented within the capital structure. In this context, it has been identified that the minority shareholders face some restrictions while dealing with the unquoted or unlisted business firms of Bulgaria. Within the unlisted private limited organizations of Bulgaria, there have limitations for the minority shareholders to participate within the corporate affairs (NBLO, 2019). There also possess restrictions on the rights of the shareholders in terms of the distribution of shares. This research paper focuses on the identification of the factors, which determine the capital structure of the firms of Bulgaria. Finding out the appropriate capital structure, which will be suitable for the unquoted companies along with the determination of the factors is one of the most vital problems of this study. Some significant factors, which the researcher has already considered are level of profit, GDP (Gross Domestic Product), tax, inflation and interest rate.                                                
[bookmark: _Toc96191484]1.5 Research Rationale
The reason for choosing this particular topic is to identify the determinants, associated with the capital structure of unlisted firms within developing countries like Bulgaria. Another reason for selecting this topic is to differentiate between Bulgaria and other developing and developed nations in terms of capital structure. Capital structure for the unquoted organizations helps understand their leverage. From the report of CFI (2022), it has been found that low leverage is observed when the equity amount is greater than the debt amount in terms of the assets of the organizations. On the other hand, high leverage is found when the debt amount is greater than the equity amount in terms of organizational assets. Additionally, the investment dynamics of the companies, which are related to the capital structure along with the combination of debt and equity, are risk, return, performance and ownership.                          
[bookmark: _Toc96191485]1.6 Aim of the research 
This specific research aims to recognize the major factors, through which the capital structure of unquoted organizations in Bulgaria can be determined. As the availability of research projects on the determinants of capital structure in the context of Bulgarian unquoted business firms are restricted, this project has attempted to fill the gap. The analysis regarding the frequent changes in terms of the economic policy along with the lack of stock exchange has made it difficult for the researcher to conduct the study in the context of Bulgaria. The results, which will be acquired from this research paper will further be helpful for the managers of the companies of Bulgaria to make their decisions effectively about their organizations’ capital structure.                                 
[bookmark: _Toc96191486]1.7 Objectives of the research 
The core aim of this research project is to fill the gap in terms of the empirical literature through the analysis of the interconnection between the debt structure and associated factors, which in turn, can affect the decision-making of the Bulgarian companies regarding their capital structure. The primary objectives of this research paper have been illustrated below:
· To recognize and analyze the particular factors determining the capital structure of the unquoted organizations in Bulgaria.
· To analyze the leverage of the organizations taken within this study. In this context, the objective is to find out the relationship between size and leverage, age, growth and profitability of the organizations.
· To conduct empirical research for finding out the microeconomic and macroeconomic factors affecting the decision-making about the capital structure of the Bulgarian firms. In such a way, this research paper will examine if it is possible to explain the capital structure of the Bulgarian companies by the microeconomic as well as macroeconomic factors of the nation.                      
[bookmark: _Toc96191487]1.8 Research questions 
Within the developed nations, there is extensive research opportunity while gathering data or information related to the capital structure, although there are few studies, in which the examples of the developing nations have been utilized. Besides considering the significance of the issues involved with the capital structure, this empirical study about the assessment of the capital structure within Bulgaria is almost inexistent. The research questions, which have been generated from the research objectives, have been illustrated below:
· What is the capital structure utilized by the organizations in Bulgaria?
· Which are the significant factors that influence the decisions about the capital structure of the companies in Bulgaria?
· Are the factors affecting the capital structure of the companies in Bulgaria are same as those of the developing and developed nations?              
[bookmark: _Toc96191488]1.9 Purpose of the study 
The primary purpose of this study is to investigate the determinants, which are involved with the capital structure so that the proper capital structure can be suggested to the unquoted firms of Bulgaria. While doing so, the purpose of capital structure in the context of Bulgarian unlisted firms has also been identified, which depicts that capital structure possesses an effect on the returns of the companies, which they earn for their shareholders (Kennon, 2022). Another purpose of capital structure is to investigate the financial structure and condition of the firms whether they can survive within a recession like Covid-19. While making the entire research paper more relevant, 40 unquoted business firms of Bulgaria have been considered. Debt capital and equity capital are the two most important forms of capital structure. Additionally, capital structure is significant for the analysts, shareholders and investors while assessing if the businesses, with which they are dealing, are sound investments or not. Lastly, it can be said that a balance between debt and equity of the business organizations is necessary to have so that they can sustain more growth in the future.                              
[bookmark: _Toc96191489]1.10 Significance of the research
This research is significant enough while illustrating the determinants related to the capital structure of the unquoted or unlisted business firms located within the developing nations named Bulgaria. In this context, Bărbuţă-Mişu & Bodea (2014) opined that the factors, which influence capital structure are “debt capacity ratio”, “financial long-term debt ratio”, “return on equity ratio”, “interest coverage ratio” and finally, “long-term financial autonomy ratio”. Additionally, the capital structure is helpful for the organizations of Bulgaria to understand their financial means. Moreover, the three important factors, which influence the entire funding procedure are taxation statement, financial flexibility and business risks.   
As per the report of WGU (2021), it is very necessary to represent the appropriate capital structure of the businesses as their financial and other needs or requirements are different from each other. In this context, capitalization helps businesses to shed more light on the preferences and requirements of the customers by dealing with a stable financial position. It is also helpful for the business firms to carry comparatively lower risks so that they can become more successful while meeting the needs of the employees and customers more effectively. Due to all these reasons, the completion of this research paper by considering the selected topic is significant enough.               
[bookmark: _Toc96191490]1.11 Limitations of the research 
This specific research paper shed light on the capital structure of unquoted business firms of Bulgaria for the timeframe of 2012-2017. Thus, the consideration of data for 5 years is relatively short for conducting such a research paper. Additionally, the number of business organizations, which has taken as the sample size is only 40 firms, which is relatively small also. The lack of data regarding the stock market in Bulgaria is another biggest challenge, which the researcher has faced while completing the research paper. Inadequate information about the stock market in Bulgaria has made it difficult while analyse the leverage.
[bookmark: _Toc96191491]1.12 Structure of the study

Figure 1: Structure of the entire study
(Source: Developed by the researcher)
The first chapter of this research paper is an introduction, in which the background of capital structure has been discussed along with the primary objectives and research questions. Additionally, the reasons for selecting this particular topic has been depicted in terms of research rationale along with problem statement, significance and purpose of the study and limitations. 
A literature review is a next chapter, in which empirical research will be conducted based on the information gathered from existing research papers on the determinants of capital structure. Lastly, the literature gap will be depicted for representing the gaps within this literature. Additionally, research methodology is the third chapter, in which the methods, utilized for completing this study will be depicted by covering the data collection process and data analysis methods. Moreover, research philosophy, research approach, research design will be illustrated along with sample size, ethical consideration, and the timeline for completing the whole research. The fourth chapter is data analysis and interpretation, in which the gathered data will be analysed with the help of data collection tools like MS Excel. The results of this section will help the readers to understand the topic more effectively. The last chapter is the conclusion and recommendation, in which the information of the whole research will be summarized by linking with the objectives. The recommendations will assist the unquoted firms to deal with the problems of capital structure.


[bookmark: _Toc96191492]Chapter 2: Literature Review
[bookmark: _Toc96191493]2.1 Introduction
The literature review of this study is based on the objectives of this proposal. In this section, we will be going to analyze the factors that determine the capital structure of Bulgarian firms. Moreover, we will analyze the relationship that exists between leverage, profitability, size, growth and age of the organization. At the end of the literature review, we will find out and analyze both the macroeconomic & microeconomic factors that affect the capital structure decisions in the Bulgarian business firms. Initially, we need to understand the concept of capital structure and its relevant theories. TUOVILA (2021) argued that capital structure can be referred to as the specific combination of equity & debt implemented by organizations to finance the overall growth, development and business operations. The author also stated that equity capital originates from the ownership shares in a business & claims to its future profits & cash flows. The literature review will explain the impact of implementing capital structure theories such as “Pecking Order Theory”, “Trade-Off Theory”, “Marketing Timing Theory” and “Agency Theory” on the organizations of Bulgaria. Macroeconomic factors of capital structure such as GDP, inflation and interest rate will be analyzed in this study as per the context of the Bulgarian firm's capital structure. Finally, the determinants of the capital structure such as size, asset structure and profitability will be analyzed in detail according to the context of the Bulgarian firm's capital structure.
[bookmark: _b8qcvjbic8nj][bookmark: _Toc96191494]2.2 Analyzing the factors that determine the capital structure of unquoted firms in Bulgaria. 
[bookmark: _5i599vytl7b0][bookmark: _Toc96191495]2.2.1 Capital Structure 
In any business field, the importance of the validation and existence of capital structure is inevitable. For smooth business operations and long-term financial goals, capital structure is one of the most important aspects that determine the overall calculation of the various kinds of financial securities that a firm holds in its domain (Kieschnick & Moussawi, 2018).  According to Hirdinis (2019), with the presence of a capital structure, business organizations are able to meet their goals and objectives with connection to the involvement of the shareholders of the company and also ensure that the figure of debts such as banking, bonds, debentures and other forms are maintained so that a well-balanced capital structure takes place. According to Taseva-Petkova (2021), a capital structure is the proportion of both the debt and the equity which is helpful for analyzing the financial operations of a business organization significantly. In other words, without a capital structure, the financial decision-making approach by the business organization cannot be met and strategies cannot be implemented for the smooth functioning of the business respectively. 
Capital structure is among the most influential and significant characteristics in the financial sector for influencing appraisal and corporate orientation. Due to the obvious rapidly evolving field, credit scores of evaluation agencies are determined in large part by their financial performance (Martinez, Scherger & Guercio, 2018). Financial factors are also important in choosing the most appropriate combination of financial resources for capital markets. Since such assessments help the firm make financial decisions, often entail the utilization of substantial assets, the business may optimize its firm responsibility and, as an outcome, the prosperity of its investors. The actual valuation of the firm's remaining share capital is used to estimate investor value.
[bookmark: _b3evi6584hs][bookmark: _Toc96191496]2.2.2 Characterization of small and medium-sized firms in Bulgaria 
Small or medium enterprises (SMEs) benefit the economy. These businesses account for a significant portion of Europe's business growth and occupy approximately two-thirds of all corporate employees. As a consequence, micro-enterprises in Europe are a veritable economic force. Small and medium-sized enterprises (SMEs) represent more than 80 per cent of all businesses in Bulgaria and the Union. It is important for officials at the European and state levels to implement the philosophy of "always consider the small business" in addition to removing regulatory constraints that micro businesses encounter and to provide an ideal environment for its initiation and stability (Martinez, Scherger & Guercio, 2018).
The small and medium-sized business organizations in Bulgaria represent more than a quarter of all employment and economic growth and more than 2/3 of all employees of the company, and the overall share of both is increasing exponentially (Kieschnick & Moussawi, 2018). Micro Businesses comprise 60% of all smaller companies, with 15% working in the packaging market, 12% in property investment and related businesses, and 9 % in the hospitality industry. The majority of the high and groundbreaking SMEs are the simplest (Martinez, Scherger & Guercio, 2018). Despite continued advancements, Bulgarian SMEs are often unable to generate sufficient funds for expansion and advancement, despite its low costs of production and labor. Therefore, these companies face difficulties in leveraging their external capital source, despite its growth and accountability in Bulgaria as well as the European Union. According to Toteva (2021), the possible reasons behind such alienation from the external sources of funding may be the result of credit risk being high for outsourcing any financial projects as these companies have a short lifespan, the inability to provide a well-structured financial logbook, absence of credit collateral and the intensity of risk is generally high because of the size of the small and medium-sized businesses respectively. However, alternate studies stated that the growth rate and expansion rate was significantly higher in the case of SMEs than the large corporations and with time, they were able to attract certain external funds in their business structure as a part of the increase in equity. 
[bookmark: _75sxu1m7wrcj][bookmark: _Toc96191497]2.2.3 Capital Structure Theory 
Before commencing with the determinants of the capital structure that affects the unquoted firms of Bulgaria, one important thing that needs to be taken into consideration is the theory of capital structure as opined by Modigliani and Miller in 1958 (Nigohosyan, Vutsova & Vassileva, 2021). The capital structure theory states that in the light of a robust capital organization, the cost of the capital and the value of the organization are independent of each other when considering the capital structure. That is to say, the managers and leaders of SMEs do not change their business value depending on the capital structure of the company. The value of the company has no relevant relationship while determining the impact of the proportion of the debt and equity while considering the capital structure in the company. 
[bookmark: _p9ov9cx4eg96][bookmark: _Toc96191498]2.2.4 Trade-off Theory 
Considering the simplicity of the capital structure theory, many theorists and entrepreneurs have come up with a more systematic viewpoint that determines the literature of the capital structure in the SMEs of Bulgaria. One such concept is the Trade-off Theory. According to the conventional aspect of the aforementioned theory, when companies demonstrate their capital structure, they often relate the outcome of financial instability and factors like bankruptcy with the anticipated benefits extracted from taxation with financing debt. Debt provides a tax shield and a restraint for administration by incentivizing businesses to expand their shareholder equity (Nigohosyan, Vutsova & Vassileva, 2021).  Debt, on the other side, is connected to the expenses of returning it, which can result in economic problems and insolvency, creating pressures to pay back the debt. This indicates that a capital structure of a firm emerges when the costs and benefits are equivalent. The recent approach of the theory states that when companies are indebted or are on a brink of repayment, the companies adjust their optimum capital structure respectively. 
[bookmark: _6t8fpgvsfn0m][bookmark: _Toc96191499]2.2.5 Pecking Order Theory 
[bookmark: _4zismc6btmnm]The concept of the pecking order theory is another approach to understanding the approach of the capital structure of SMEs. According to this theory, the financial needs of a company are increased by considering the viewpoints of a hierarchical structure. Businesses first implement internal funds as a means of funding, then issue debt until credit capability is exhausted, then implement mixed securities, and ultimately acquire foreign equity (Neves et al., 2020). The approach does not specify a targeted or optimal financial composition. A firm's structure is developed by a framework of measures regulating revenue generation, dividend income, and capital investments
[bookmark: _lkk28u1p7cxf][bookmark: _Toc96191500]2.2.6 Factors that determine the capital structure of unquoted firms in Bulgaria 
Some studies state that the capital structure of unquoted or unlisted firms in Bulgaria and other European countries are strongly determined by both economic and institutional determinants which are divided into firm-specificity and industry-specificity along with macro and micro-economic factors respectively. Studies assessed that the level of debt and other financial factors varies from industry to industry (Nicodano & Regis, 2019). However, one of the major factors that determine the capital structure of the unquoted firms in Bulgaria is determined by age and size significantly (Nicodano & Regis, 2019).
[bookmark: _o5btm1s6h6nd][bookmark: _Toc96191501]2.2.7 Age and Size 
Various authors stated that the small and medium-sized companies, irrespective of their growth rate and exponentially, are unable to obtain external finances or securities such as bonds, equity or debenture because of their unlisted approach. It is also assessed that because of their small size, these companies do not get an opportunity to seek financial help to enhance their capital structure as compared to those businesses which are relatively old and large (Kieschnick & Moussawi, 2018). It is also assessed that these SMEs in Bulgaria face these aforementioned challenges because of the availability of collateral, being volatile, having a vague financial record and the prospect of survival is opaque because of which the age and size of the firm are two of the most important factors that determine the equity and the availability of external funds which determines the capital structure of the SMEs in Bulgaria (Neves et al., 2020).
Another literature that focuses greatly on these aspects is that there is significantly a negative relationship between the factor of age and external fund which can be understood by pecking-order theory and there is a positive relationship between the factor of age and external fund which can be understood by the trade-off theory respectively (Kieschnick & Moussawi, 2018). Some studies assess that unquoted SMEs which are young have less potential of gearing leverage than large and older businesses and these Bulgarian SMEs rely more on their internal funding assessments (Neves et al., 2020). However, the negative approach can be hypothesised in case of age and debts as matured or listed business organizations in Bulgaria can hold their profit and the equity market accessibility is more easily achieved in the case of large business organizations.
[bookmark: _ts75clxsi5g7][bookmark: _Toc96191502]2.2.8 Profitability 
Another important determinant that demonstrates the capital structure of unquoted firms in Bulgaria is profitability. In Bulgaria, SMEs consist of more than 80% of the overall employment for individuals. Irrespective of their growth and exponentiality, these companies do not get an opportunity to obtain the desired economic debts or equity because of their collateral image, opaque prospects and their size (Martinez, Scherger & Guercio, 2018).Therefore, profitability acts as one of the most crucial firm-specific aspects which determine that profitability does not necessarily determine the capital share of the company situated in Bulgaria because of its unlisted nature. 
[bookmark: _uk27i6z4iuic][bookmark: _Toc96191503]2.2.9 Analysis of the aforementioned determinants 
Therefore, from the aforementioned research, it can be stated that the volume and growth rate of SMEs affect the rise in loans incorporating assets. But on the other hand, greater profitability leads to lesser loans. Though numerous research shows that liquidity and the non-debt income barrier have a serious influence on the financing of SMEs, the route of such a connection, in this case, is ambiguous (Haddad & Lotfaliei, 2019). The authors of the pecking order hypothesis described the financial order as follows: unless a barrier producing significant additional expenses is surpassed, then the offering of the debts comes before the offering of the equity. Such expenses are linked to the potential of financial distress or insolvency. Empirical studies also demonstrated the existence of these expenses and their detrimental effect on future bond issuance. The percentage of debt finance that generates these expenses is the capital flow target value.
[bookmark: _9jt2zjr84jjv][bookmark: _Toc96191504]2.2.10 Analysis of the capital share theories in Bulgarian SMEs 
In the case of small and medium-sized enterprises in Bulgaria, it is assessed that because of the factors like age, growth, size, and profitability, it is assessed that SMEs with debts under their borrowed funds will maintain a pool of debt capital in the eventuality of further continuous advancement by borrowing additional credit. As a consequence, companies whose indebtedness surpasses their liquidity position will prefer to sell equity to minimise the amount of borrowed funds (Haddad & Lotfaliei, 2019). The liquidity crisis barrier is frequently associated with financial leverage in the framework of trade-off analysis. However, against the context of trade-off theory, analysing the pecking order theory, companies with indebtedness under the desired economic position strive to increase their loan to an appropriate level to enhance tax incentives. Businesses will attempt to decrease their indebtedness whenever it exceeds an optimal level as a consequence of rising expenses of fiscal instability. According to trade-off logic, companies do not keep a supply of financing under any situation.
Therefore, analyzing the aforementioned aspect of the study, it can be assessed that the context of SMEs can achieve sustainability in Bulgaria or strive to obtain debts if the companies follow the approach of pecking order theory respectively (Cerpentier et al., 2021).
Businesses in a specific sector are vulnerable to fundamental potential losses in relation to the economic threat. This is particularly significant for SMEs in Bulgaria, which have above rates of growth as one of its distinctive features (Alabdullah et al., 2018).The component is associated with industry competitiveness, consumer flexibility and volatility, range of products, and, as a consequence, the unpredictability of the firm's operating efficiency. Research has demonstrated that growing business volatility decreases a company's inclination for borrowing as well as lenders' credibility.
Therefore, from the above study, it can be assessed that factors like age, growth, size, profitability are some of the most essential factors that determine the capital structure of Bulgaria. Because of its opaque visibility in the future and being unlisted, these companies do not receive the optimum external funds from creditors because of their size and age. Irrespective of their growth rate and effective working results, these companies are difficult to be externally funded by external factors like debenture, equity and bond and relies mostly on internal funding which causes significant losses in future (Agyei, Sun & Abrokwah, 2020). Therefore, to gain sustainability and momentum and analyse a systematic capital structure, these SMEs in Bulgaria need to outshine their presence in various industries and help themselves to grow by leveraging cost-effective measures and abiding by the debt capacity so that they can maintain the economic structure successfully and helping the companies and sectors to obtain better investment markets respectively. 
[bookmark: _Toc96191505]2.3 Analyze the leveraging firms taken into consideration for the study and ensure the finding of the relationship that exists between the leverage and profitability, growth, and size 
Capital Structure is identified to be the particular combination of the specific debt and equity used to ensure that there is more profit. It is the role of a company and government to ensure that there is the growth of the assets to ensure benefit for work. The capital structure of a company is important to find out the source of the finance is raised through the strong proportion of total amount. The important factors regarding the industry classification are the Industry Classification, Size, Profitability, and the structure of assets. 
[bookmark: _Toc96191506]2.3.1 Size 
The industry classification is stated to be the factor that is important for the companies to ensure detailed influence for the management decision. The important reason behind this is that there is the possibility of the large number of factors that are close to the operation being taken into consideration for the same industries. The important factor regarding the leveraging of the firms is that the quantity of the leveraging is directly influential with the leveraging with the industry.  Based on the statement of (Karaboycheva et al., 2021) the capital structure in Bulgarian firms is divided into two different factors Working Capital, and Owner’s capital. The author has stated that it is a wide difference between WACC (Weighted Average Cost of Capital) and WACWC. Such difference plays an important role in the enhancement of the incompatibility of the capital structure. The prolongation of the agreed credit liability along with the trade credit plays an important role in ensuring limited growth. The main reason behind this is the lack of long-term financing and ensuring the growing value of the receivables as a result of the delay in the payments of the clients. But on other hand (Rafailov, 2017) have stated that the change in the rules and regulations has helped the companies to deal with the trade deficit in Bulgaria in comparison to the companies in the Czech Republic. The author has stated that the Bulgarian Companies adjusted strongly to deal with the targeting the leveraging the Czech firms. The adjustment has resulted positively for the companies to reach their capital target and ensure observed for the Bulgarian companies in the workplace. The change made by the companies in the Czech Republic made changes in their policies through a responsible and slow process. On the other hand, it is also true that true of the Bulgarian Banks and Companies are important to ensure strong growth of work. 
The size of the firms is also influential for the firms as studies have revealed that the size of the companies is directly linked with the capital structure. Based on the Trade-Off theory, it is stated that there is a positive link between the size of a firm and the leveraging process. There is the possibility of debt to be going higher and also the possibility of carrying a high level of risk of ensuring that there is less amount of payment on time and resulting insolvency (Czerwonka & Jaworski, 2021). The larger companies in Bulgaria play an important role in ensuring better growth in technologies and helping the customers to make growth. For example, Software companies like Scalefocus are leveraging the latest technologies to ensure that the customers grow in their business. The use of financial resources is done to ensure better cybersecurity and resolve the complex challenges in business. The development of software design is important for ensuring sustainable IT solutions and also ensuring quality assurance (Czerwonka & Jaworski, 2021). But on the other hand, the underdeveloped nature of the Bulgarian Companies implies that there is limited access to external financing for smaller companies. The presence of the financial slacks is important for ensuring better performance of the firms and ensuring growth opportunities. There is also provided of digital engineering and intelligence automation for the services such as E-Commerce and Logistics. Such factors are influential for the company to make it among the top 500 companies in Information Technology. 
But on the other hand (Ceicdata.com, 2022) have stated that the availability of the financial slack is more in the case of the Bulgarian firms because they operate under a condition of high information asymmetry. There is also the presence of heavy financing from external factors, ensuring limited access to the capital some greater vulnerabilities. For any large company, the requirement of large resources is the bare minimum and due to this large form of resource gets wasted as a financial slack. However, the author has also presented a hypothesis regarding the operation of smaller Bulgarian firms. The author states that there is a slack of resources that has there is the possibility of declining of financial performance of a small company if the financial slack is too big. In the case of the smaller companies if the financial slack is too high, then there is a sudden reduction in criteria of the decision making in management. As a result of this, there is the possibility of aggressive and reckless decision-making on behalf of small companies. 
[bookmark: _Toc96191507]2.3.2 Profitability
While making discussion of Profitability, the Pecking Order theory states that there is a need for the companies to finance themselves through an internal fund. Such form of source for ensuring strong financing to ensure that there is the payment of the debt and also the company can finance their operation smoothly (Touil & Mamoghli., 2020). The process of collecting the debt is dependent on the possible resource to ensure the growth of the work. The companies in Bulgaria is primarily focused on ensuring the collection of the debt incurred by Bulgarian Nationals from other nation in Europe. The availability of service is available primarily in the banks, financial services, government agencies, and telecommunication firms. The collection of the legal steps is done with the help of agreement, invoice, correspondence, and debtors identification details. Irrespective of how the debtors are approached, the companies can make the collection of the debt and access the information (Touil & Mamoghli., 2020). The first important step is to inform the debtors about the performance to ensure that they make payment and ensure that it is highly profitable. 
It has been seen that the presence of the Bulgarian Private Debt has grown to reach around 51.85% in ensuring Nominal GDP in December 2020 from only 50.81% in the year 2019. The breaching of the data is done at an all-time high during the year 2010 by reaching 69.14% and in the year 2006, the rate was at an all-time low of 38.02%. The presence of the Bulgarian Private Debt is important for ensuring a strong contribution to the Nominal GDP ratio in a complete update (Ceicdata.com, 2022). The exchange of the debt is done through the exchange of local currency is done among the banks and the customers. The risk regarding the dollar-denominated debt is beneficial for ensuring that there is taking advantage of the work.  
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Figure 2: Growth of work
(Source: Ceicdata.com, 2022) 
[bookmark: _Toc96191508]2.3.3 Asset Structure
Asset Structure is also considered to be an important factor that helps to leverage the industry more effectively. The asset of the firms is divided into two different firms such as tangible asset and intangible asset. The tangible asset is considered to be physical such as inventory, vehicles, equipment, and investment (Ceicdata.com, 2022). On the other hand, intangible assets are the assets that are not physical such as patents, goodwill, and pre-paid expenses. 
The process of stealing and intangible factors are important for ensuring that there is growth for the work. The trade-off theory is stated for arguing that the process of bankruptcy cost and agency cost is also used for ensuring that there is a positive relation between leveraging and the asset structure. Based on the statement of (Ghose & Kabra, 2018) it is true that the research deals have a strong influence on the asset structure on the profitability and ensuring economic development. The implementation of the tangible asset is stated to be influential for ensuring that there is strong growth for the work. The important finding regarding the research is that there is also a need for the companies to ensure that there is a strong influence of internal and external determinants. It is also true that there is the presence of external determinants works as an important role in gathering the capital expenditure. The collecting of the external determinant is done through exporting the products and services to the nearby European nation and other states. The tangible assets that are exported to other nations include Clothing, Iron & Steel, machinery, tobacco, Information Technology components, and agriculture. The primary target where the export takes place includes Germany, Romania, Italy, Turkey, Greece, France, and China. The implementation of the work is also done with the help of ensuring that there is strong growth for the work. 
On the other hand, (Kirechev, 2021) the accounting regulation is done with the help of Bulgarian firms to ensure that there is steady utilization of the asset. The author has stated that the use of tangible and intangible assets is important for companies to deal with electrical machinery to ensure that there is more and more capital. Along with this, the companies in Bulgaria are also making use of the tangible and intangible assets based on the method that is selected by the firms. The implementation of the capital structure is done by presenting taxes on both tangible and intangible assets. Certain condition implies that there is a complete justification of the category is done through a new manner to depreciate the maximum 50% purpose of tax. The depreciation rate of Category VI is also done through the period of limitation by taking into consideration. There is also a presence of Tax Rates of around 10% for all the individuals to improve their income. The self-employment income is also charged with the 10% tax to ensure that they deal with Bulgaria to ensure that dealing with different sources is done in Bulgaria. Along with this, there is also the presence of 20% tax for all the people in goods and service with only giving a discount of 9% in the hotel service (Bulgarian Companies, 2022). The implementation of the Bulgarian State taxes is also administered with the help of the National Revenue Agency (NRA) to ensure growth. The use of such internal asserts is important for ensuring more and more profitability for the workers in the workplace. 
[bookmark: _Toc96191509]2.4 Impact of macroeconomic & microeconomic factors on the capital structure decisions in Bulgarian Firms
Tilehnouei & Shivaraj (2014) stated that it is a complex decision for the managers of Bulgarian business firms to take decisions on the macroeconomic and microeconomic capital structures. It has been proven that macroeconomic factors such as the “Gross Domestic Product” or the GDP, interest rate and the inflation rate play a significant role in determining the capital structure of the Bulgarian companies. On the other hand, the researcher had explained microeconomic factors of capital structure such as demand & supply, tax on shares & regulations on share purchase.  Many researchers have suggested executing an optimal capital structure that balances the implementation of the external and internal funds in the effort of increasing the value of the Bulgarian business firms. 
[bookmark: _Toc96191510]2.4.1 Macroeconomic 
Effect of GDP on the capital structure of the company
According to the research, the economist of Bulgaria implements GDP as the fundamental measure of the company’s economic development. According to the research, Bulgaria had a high rate of economic development and the GDP growth was estimated to be 4.36% during the period 2012-2017. Besides that, if the GDP of the nation is developing, the Bulgarian companies can achieve better investment prospects and enhance their business profitability. As per the “Trade-Off Theory,” a positive relationship exists between the GDP & the leverage. It has been found in Oecd (2021), that GDP of Bulgaria is 67.9 billion USD. As per the latest five-year average real growth, the nation encountered a 3.5% increase in its GDP. After the Covid-19 epidemic, the GDP of this nation had reduced and due to which the organizations were unable to develop their business. As a result, the employees feel that some of the small-scale businesses of Bulgaria shut down due to a lack of human resources and capital. 
It has been indicated in the journal of Mokhova & Zinecker (2014), that GDP development has a positive and significant relationship with an organization's capital structure. Besides that, the industry median leverage & the expected inflation have a strong & positive impact on an organization's capital structure. It has been found from the journal that the use of GDP inside a Bulgarian business firm enables the central banks and policymakers of the nation to judge whether the economy is expanding or contracting. However, the execution of GDP helps the businesses, policymakers & economists of Bulgaria to analyze the effect of variables like financial policy, economic shocks, expenditure plans, tax and monetary policies. “Gross Domestic Product” can be calculated either through income, “value-added” approach or expenditure and it is not always flawless & it overlooks several significant financial aspects of the business. 
Impact of inflation on company’s capital structure
In this section, we will be going to analyze the impact of inflation on the investment made by Bulgarian business firms. Hochman and Palmon (2020) argued that the effect of inflation on a company’s investment is independent of the capital structure. The assets that are fixed and long-term cash flows tend to perform poorly when inflation is increasing. The reason is that the purchasing power of those future cash flows reduces over time. On the contrary, assets & commodities with adjustable cash flows tend to perform better with the increase of inflation rate. Inflation can result in the shrinking of Bulgarian businesses’ savings even if the company had secured its funding in a savings bank account with an average rate of interest. Theoretically, when an individual is working, the individual’s earnings should keep pace with the inflation similar to the earnings of the company. 
It has been analyzed in Usbank (2021), that inflation can affect the fixed income investments & stock investments of the Bulgarian business. Most of the larger organizations of Bulgaria have strong relationships with inflation than “mid-sized” organizations. Moreover, the foreign stocks in developed markets tend to minimize in price when inflation increases. The rise of inflation also leads to the emergence of market stocks and this establishes a stronger negative relationship. On the other hand, an increase in inflation erodes a company's purchasing power of a bond's future coupon income. The Bulgarian government should not accelerate inflation because it leads to the damage of long-term or future bonds of the company. The damage of future bonds can put a significant impact on the lower purchasing power for cash flows received in the future. 
Role of interest rates on the capital structure of the Bulgarian business
As discussed by Kumar (2021), the connection of the rate of interest to debt funds is based on investors and two fronts. When the rate of interest increases, the Bulgarian company can issue the return from the new bonds. Due to this reason, the price of bonds held by the existing bond fund reduces in value. Besides that, the opposite happens when the rate of interest increases. Research says that the funds would continue to get higher interest on the prevailing bonds and it holds which yield 10%. If it reduces by 1% and becomes 9% then the bond prices will increase in value. According to the author, the bonds that have longer maturity tend to get advantages when the rate of interest reduces. If the rate of interest in Bulgaria fluctuates, then the present yield on the existing bonds will also change. 
The financial media and the investment community in Bulgaria tend to obsess over the interest rates. When the economy slows down, the “Bulgaria National Bank” cuts the funds rate to excite the financial activities. HALL (2022) stated that a reduction in interest rate by the “Bulgaria National Bank” has the opposite effect of a rate hike. Moreover, the consumers will start to spend more with the lower rate of interest. The Bulgarian businesses will enjoy the ability to finance business operations, expansions & acquisitions at a cheaper rate. Thus, it increases the company's future earnings potential. Due to this reason, the company might have to experience higher stock prices. When the “Bulgaria National Bank” increases the government funds and add new government securities like treasury bills and bonds, these changes are often viewed as the safest investment. 
Impact of discount rate on the business
HAYES (2022) defined discount rate as the rate of interest charged to commercial banks of Bulgaria & other financial establishments for short-term loans they take from “Bulgaria National Bank.” A higher discount rate affects the capital structure of the business. Due to higher discount rates, Bulgarian organizations can experience a reduction in future cash flows. If the discount rate gets lower, then the company can experience a higher present value of their cash flow. The Bulgarian companies calculate their discount rate by following the three steps such as selection of a suitable discount rate, forecast of expected cash flows from the investments and discount of the forecasted cash flows back to the current day. The establishment of a higher discount rate tends to put an impact on increasing other interest rates in the Bulgarian economy since it depicts the cost of borrowing money for most key depository institutions & commercial banks. This could be considered a “Contractionary Financial Policy”. 
[bookmark: _Toc96191511]2.4.2 Microeconomic 
Effect of demand & supply on the capital structure of the company
The variables of a company's capital structure such as the organization's characteristics, CEO's attributes & businesses' macroeconomic factors affect the demand and supply of Bulgarian business firms. Opentextbc (2022) explained that in any market, the price is what the businesses’ suppliers receive & what the demanders pay. The author stated that in financial markets, the organizations that supply the financial capital through saving receive the ROI or “Return on Investment.” On the other hand, the organizations that demand the financial capital by getting funds should pay the ROI. Thus, the return rate varies according to the type of investment carried out by the Bulgarian business firm. Wang (2019) indicated that if the Bulgarian companies supply the financial capital, then the company will experience two broad decisions such as the amount of money saved and the approach to divide the savings among diverse forms of financial investments. 
KVILHAUG (2021) stated the demand for organizational stocks can revolve based on the economic circumstances, market dynamics and changes to the bank policy of the nation. Moreover, the Bulgarian organization can reduce their supply of shares through delisting and stock buybacks. It occurs when the business firms purchase their shares at the market price and retire these shares. Consequently, it leads to an increase in prices as long as the demand does not reduce. However, delisting occurs when the organization declares that its business went bankrupt. Bulgarian businesses can increase their suppliers by executing initial public offerings and issuing new shares. 
Impact of tax on shares of the business
It has been mentioned in the GOV.UK (2022), when a company purchases shares, the company usually pay a duty of 0.5% on the transaction. If the Bulgarian company purchases shares electronically, the company will have to pay SDRT or “Stamp Duty Reserve Tax.” Moreover, the company can purchase shares by executing a “Stock Transfer Form.” A starting point for an efficient tax system should be neutrality to minimize distortions in taxpayers' business and family decisions. The tax system of Bulgaria that is not neutral runs the risk of encouraging inefficient economic activities, complex and suboptimal decision-making, or encouraging people to make socially useless efforts to reduce their tax payments by modifying the form or content of its activities. However, intervention may be warranted when a market failure may result in economic damage or poor performance. In addition, Bulgarian business firms can also ask important questions about the application of capital gains tax to transfers made before and after an individual's death. If the Bulgarian government considers that the priority of simplification is to reduce behavioural biases, aligning capital gains tax rates with income tax rates should be further considered. Additionally, the government should consider addressing border issues between capital gains tax and income tax.
The tax treatment system of the UK on shareholder's income put a significant impact on the investment decisions of large companies. The shares of these large organizations are traded globally. However, the increment of capital cost in Bulgarian small and domestic organizations might be specifically reliant on issuing new equity as the source of investment finance. The issue should be done on those companies whose owners & managers are same and have close relationships. It has been mentioned in the ifs.org.uk (2020) that, to align the tax treatment of investments in unincorporated businesses with the tax treatment of investments in companies, it would also be appropriate to allow the RRA within the personal income tax to cover business assets used by sole traders and partnerships. This could be implemented on an optional basis, so that self-employed individuals with few business assets could choose to forgo the RRA, in return for simpler tax reporting.
Effect of regulations on business’s purchase of shares
The shareholders of the Bulgarian companies have to follow some regulations on purchasing their shares. As explained by Watson & McKenzie (2021), every shareholder of the business can give one vote or proxy regardless of the number of ordinary shares held. Besides that, on each poll, each shareholder of the company has one vote for each share. However, the default position can be varied by the organization's article. Shares can be considered as the capital structure of the company and a shareholder can appoint more than one individual to act as his proxy. If that person appoints multiple proxies, the proxies must be appointed as per the context of different shares. Under the “CA 2006,” the approvals of the shareholder are needed for specific corporate activities. Such resolutions are ordinary resolutions and must be approved by a simple majority of shareholders. The organization should authorize the directors to allot new shares where the organization is a private enterprise with one class of shares. 
[bookmark: _Toc96191512]2.5 Conclusion
The literature review concluded that the implementation of the "Pecking Order Theory" on the capital structure of the Bulgarian firms helps the management to determine the performance of the business firm in the financial department. It has been found from the study that, if a Bulgarian organization finances itself internally, the company can be considered strong. On the other hand, if the company finances itself through debt, the management becomes confident and the business firm can meet its monthly financial targets. Moreover, the literature review concluded that GDP in Bulgarian firms helps the policymakers & the central banks to judge whether the economy is expanding or contracting. Necessary actions are taken as per the expansion and contraction of the nation's economy. It has been found that the increase or reduction of Bulgaria's inflation rate affects the financial actions of the business firm. As per the research, a high level of inflation negatively affects the profitability of Bulgarian firms and it has been discussed in the literature review. Finally, the literature review concluded that the Bulgarian firms that have high debt ratios can develop an approach of handling easy capital markets. As a result, the company can hold less liquidity. 
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[bookmark: _Toc96191514]3.1 Introduction
Research methodology can be described as the certain techniques or procedures used to recognize, select, process, and analyse information concerning the research topic. The methodology section is a vital part of any academic research as it allows researchers to conduct the research efficiently and to acquire accurate outcomes of the research. It can be stated there are different elements associated with the research methodology for carrying out the research work and it is worth understanding for the researchers that each piece of research may not require to consider all the elements. In this chapter, the researcher will discuss the research philosophy, research approach, and research design along with their justifications to use in this study. Apart from that, the method of data collection, data analysis, and sampling techniques will be further demonstrated. The selected research methods will help the researcher to address the research questions and successfully conduct the overall project. 
[bookmark: _Toc96191515]3.2 Research Onion
The research onion refers to a certain framework that was first introduced in 2009 by Saunders. The research onion demonstrates a systematic and detailed overview of the key layers or stages that researchers need to accomplish to build an effective methodology. In this manner, the research onion has helped the researcher to develop the research methodology of this project appropriately. It can be noted that the usefulness of the onion lies in its adaptable nature. Therefore, the research onion can be utilised in diverse research contexts. The first layer of the onion defines the research philosophy that needs explanation and functions as the initial point of the methodology (Melnikovas, 2018). The next of the onion is the research approach that has allowed the researcher to formulate a theory based on research findings. The third layer involves research strategy where an appropriate strategy needs to be selected to construct the project efficiently. In addition, the onion’s fourth layer states methodological choices that have helped the researcher hugely to choose suitable research methods. The rest two stages are time-horizons and procedure as well as data collection and analysis methods. With these, the researcher has chosen the most appropriate methods to use the information in the dissertation. In this manner, the research onion has allowed the researcher to develop a series of phases that assisted in collecting data for the study and address the research questions successfully.
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Figure 3: The Research Onion
(Source: Mayer, 2015)
[bookmark: _Toc96191516]3.3 Research Philosophy
The first layer of the research onion is the research philosophy which is the primary process to consider for beginning successful research. Research philosophy can be defined as an assumption about the way using which information regarding the research topic can be collected, analysed and utilised. In another sense, the research philosophy refers to a system of the researcher's thoughts, using which reliable and new knowledge about the research project can be acquired (Al-Ababneh, 2020). It is important to mention that the expectations, developed by the research philosophy, provide a suitable justification for the process by which the research will be conducted. The research philosophy depends on the study's aims to deliver proper directions to researchers for completing the objectives of the dissertation. There are usually four different research philosophies that are mostly used in research studies that are positivism, realism, interpretivism, and pragmatism.
For this dissertation project, the researcher has selected the positivism philosophy to successfully perform the research. The positivism method strongly focuses on the prediction and explanation in the research. Besides, this method has allowed the researcher to structure the research based on the factual knowledge obtained through observation. With this philosophy, the researcher can engage in an environment where research variables can be manipulated and controlled. This philosophy has allowed the researcher to create an artificial setting where other irrelevant factors, other than the study variables, were minimised (Park, Konge & Artino, 2020). With this method, the main focus of the study was to analyse the causal relationships among research variables in the dissertation. The positivism philosophy has further allowed the researcher to enhance the reliability and sensitivity of the study. Using this method, the researcher was able to use a well-defined design to construct the dissertation project. This method has provided full freedom to the researcher while conducting the project and included no human interest in the dissertation. The study also demanded a quantitative method to analyse data which has been ensured using the positivism method. Therefore, it has been used in the study.       
[bookmark: _Toc96191517]3.4 Research Approach
The second layer of the research onion includes research approaches, allowing researchers to efficiently perform the research about phenomena. It can be stated that a research approach refers to procedures and plans for research that includes the steps from broad assumption to a thorough method of information gathering, analysis and interpretation. With the help of an appropriate research approach, researchers can obtain an in-depth and systematic insight regarding the research problem (Al Kilani, 2016). In this manner, research approaches help in facilitating the extraction of logical and scientific explanations and conclusions based on that. Usually, three types of research approaches are used in studies and these are the "inductive approach", "deductive approach", and "abductive approach". With the help of these approaches, researchers can look for the most suitable manner of reaching the conclusion considering the study’s findings.
The researcher has used the deductive approach during the research to gain detailed knowledge about the research context. In this manner, the problems associated with the research have been successfully identified. With this approach, the researcher was able to associate with the scientific investigation to derive the best possible outcome for the dissertation project. The deductive approach has helped the researcher to develop research questions to accumulate an understanding of essential determinants associated with the capital structures of the companies. Using this approach, the researcher achieved a scope to demonstrate the casual relationships among concepts and research variables. Along with that, the researcher has developed theories based on the research topic by specifying the objectives of the study (Zalaghi & Khazaei, 2016). In this way, the assumptions and definitions have been clarified as the objectives were specified. The deductive method has further assisted the researcher in creating a logical structure based on the assumptions and definitions for reaching the objectives. As researchers need to create a logical structure, this research method usually moves from the general to the specific. The method has allowed the researcher to measure the collected data quantitatively and to generalise research findings to a particular extent.         
[bookmark: _Toc96191518]3.5 Research Design
It can be stated that the research design indicates the entire strategy that is selected by researchers to assimilate various components of the research study logically and coherently. In this way, an appropriate research design ensures that research problems will be efficiently addressed while conducting the research. Besides, a research design functions as a blueprint for the collection, measurement and examination of information (Akhtar, 2016). It can be viewed as a framework that determines which methods to use and how those can be used. There are three types of research designs that are widely utilised in research studies and these are explanatory design, exploratory design, and descriptive design.
A descriptive research design has been used by the researcher to obtain a useful finding by collecting, evaluating and analysing data properly. With this design, the researcher was able to acquire information by describing the determinants of capital structure systematically. The descriptive design has also allowed the researcher to focus on the research questions better compared to other designs. In addition, this method has been used to get a better perceptive about the research problem. With this method, the researcher has ensured a better process of data collection that helped them to describe the research topic more completely. The descriptive method has further allowed the researcher to observe and document a current phenomenon that cannot be attributed to an objective value (Rahi, 2017). Using this design the researcher was able to get new and accurate insights into the current situation concerning Bulgarian companies. The researcher has observed the phenomenon in an entirely natural and unchanged natural environment. This particular method has also ensured large and comprehensive research finding to understand the research problem more appropriately. Apart from that, the researcher has used this method to facilitate better decision-making by using research findings. Due to these reasons, the descriptive design has been used in this dissertation project.     
[bookmark: _Toc96191519]3.6 Data Collection method
The data collection process is a certain method of gathering information from different sources to get a response to the research problems and answer the research questions. The data collection process can be divided into two types: primary data collection and secondary data collection. As for this dissertation project, the researcher has used the secondary data collection method to gather information from the selected sources. With this method, information has been collected from Bulgarian organisations within the period of 2012 and 2017. The main reason for choosing this data collection method is that it is highly economical. Therefore, it saves huge efforts and expenses. This method has allowed the researcher to develop new insights from previous analyses (Valcheva, 2022). Additionally, this method has ensured the study’s credibility as information has been collected from many relevant sources. The researcher has collected practical and theoretical data based on observation and various secondary sources. The main sources of theoretical data were articles, books, journals, Bulgarian legislations and many more (Choy, 2014). In addition, the researcher has obtained practical data for the research from the financial statements of the companies. On the other side, the data for macroeconomic indicators like the interest rate, the inflation rate, and the GDP has been gathered from the reports delivered by Bulgarian National Bank.       
[bookmark: _Toc96191520]3.7 Data analysis techniques
Data analysis techniques are certain methods used to analyse and interpret collected data efficiently. Two data analysis techniques are mostly used in studies that are qualitative and quantitative methods. In this project, the researcher has used the quantitative thematic analysis technique to examine the information appropriately collected from diverse secondary sources. With this method, the researcher has been able to analyse numerical and statistical information associated with the financial statements of the companies (Queirós, Faria & Almeida, 2017). The key reason for choosing this technique lies behind its objectivity. This method has helped to remove biases from the study and examine numerical data efficiently. In addition, the researcher has used MS-Excel analysing tool to interpret data. With this tool, data has been shown in a visual form.      
[bookmark: _Toc96191521]3.8 Sample and sampling method
Sample size can be defined as a numeric figure of the entire population which have been taken into consideration by the researcher. The size of the sample is indicated by ‘n’. As for this dissertation project, the researcher has chosen 40 Bulgaria companies as the research sample. These companies are major business organisations of Bulgaria that demonstrate a high capital structure in their business. Using these research samples, the researcher has gathered the necessary information to obtain a detailed understanding of the major determinants of capital structure concerning those businesses.
As for the sampling technique, it can be stated that the random sampling method has been used in the study for choosing the samples for this dissertation. With this technique, the researcher was able to choose samples for the research from the vast population of Bulgarian business firms completely randomly. In addition, the researcher has eradicated all biases successfully during the sample selection by using the random sampling method (Sharma, 2017). In this manner, this sampling technique provided a similar opportunity to all companies to be selected for the research. This particular method has offered a chance to the researcher to carry out data analysis with less risk to produce an error. Moreover, random sampling is one of the most used and simple techniques of selecting the sample, and the method requires less knowledge to finish the research. The random sampling method has further allowed the researcher to implement findings to the entire population base. It has been identified that the simplicity of this particular method has made it very effective for selecting samples for the dissertation. Due to these reasons, the random sampling method has been used in the study for efficient sample selection.        
[bookmark: _Toc96191522]3.9 Ethical considerations
In a dissertation project, ethical consideration is one of the major elements that every researcher must consider. These refer to the norms that allow researchers to differentiate between the right and wrong aspects associated with the research. Research ethics are significant for this project as they help in promoting the aims of the study like knowledge expansion. With these considerations or ethics, the researcher has supported the values needed for collaborative work, for example, fairness and mutual respect. Some ethics maintained by the researcher while conducting this project are stated below:
· The researcher has only used credible and authentic sources to collect relevant information for conducting the secondary research.
· No irrelevant or unnecessary data has been collected by the researcher.
· The researcher has taken necessary permissions from the selected Bulgaria companies to use their organizational data in the dissertation.
· The researcher has ensured that all data, gathered from the companies, are within five years period (2012-2017).
· The researcher has not allowed any biases while selecting the companies or in the decision-making process.
· The researcher has also ensured that gathered data has not been manipulated by anyone during the time of data evaluation, analysis, and interpretation.
· The researcher has used laptops, hard drives, and USB devices to store the collected data to ensure the highest security.
· The researcher has maintained the confidentiality of the collected data while conducting the project.
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The timeline of the entire dissertation project is designed as follows:
		February 2022- April 2022

	Steps 
	Week 1-2
	Week 3-4
	Week 4-5
	Week 5-6
	Week 6-7
	Week 7-8

	Selection of the research topic
	
	
	
	
	
	

	Conducting the literature review 
	
	
	
	
	
	

	Demonstration of Research Methodologies
	
	
	
	
	
	

	Data Collection process
	
	
	
	
	
	

	Evaluation of data
	
	
	
	
	
	

	Clarification of data
	
	
	
	
	
	

	Final Delivery
	
	
	
	
	
	

	Recommendation
	
	
	
	
	
	

	Ultimate Submission
	
	
	
	
	
	


     
[bookmark: _Toc96191524]3.11 Summary
Based on the chapter, it can be summarised that each research method has its own importance to conduct the research fruitfully. In the primary section of this chapter, an outline of the research onion has been provided along with its role in this dissertation project. It has been identified that the researcher has used a positivism philosophy to achieve a better research outcome. In addition, the deductive approach and the descriptive design have been also used during the research to construct the study appropriately and generate an improved finding. Data has been collected for this study by using the secondary data collection methods and the quantitative technique has been used to analyse the collected data where data has been presented by MS-Excel analysing tool. A random sampling method has been used to select the samples and the study has also discussed some ethical considerations that have been maintained by the researcher during the research.


[bookmark: _Toc96191525]Chapter 4: Data analysis and interpretation
[bookmark: _Toc96191526]4.1 Introduction
The “data analysis” process is one of the most significant stages for a research project that assists in uncovering different trends and patterns of the research information. The "data interpretation” is also an essential stage for the dissertation that involves explaining some of the undiscovered trends and patterns of the data through which the intended research outcome can be reached (Irwin, 2008). In this research, the researcher tends to analyse determinates of the capital structure by using different evidence from Bulgarian regions. The research will use the “thematic data analysis” process that falls under the “secondary qualitative analysis” for discovering different spectrum of the research topic for accurately determining the capital structure from several unquoted firms of Bulgaria. At the same time, while conducting empirical research upon the research topic both macro and micro-economic aspects will be taken into consideration that might affect the capital structure of the Bulgarian business firms (Braun & Clarke, 2012). While preparing the “thematic analysis” the researcher will use some secondary sources, such as; journal articles, published research papers and several others for providing a quantifiable understanding. At the same time, by using the Ms Excel tool some statistical information will also be evaluated in such a manner so that more rational knowledge can be delivered regarding the research context.             
[bookmark: _Toc96191527]4.2 Application of thematic analysis 
The “thematic analysis” can be recognised as the method which assists the researchers to analyse some of the “qualitative data” after searching them from entailing across different sources. At the same time, through using the “thematic analysis” data sets can be analysed and explained through a significant pattern that also involves the interpretation of the information through using a descriptive formation (Vaismoradi et al., 2016). At the same time, the "thematic process” includes the application of describing the data and interpreting them through selecting different codes. Some themes regarding the selected research topic are developed as below:
Theme 1: Assessment of the ownership-control and performance structure of the large Bulgarian business firms.
Source: https://www.researchgate.net/publication/228592648_Ownership_control_and_performance_in_large_Bulgarian_firms
As mentioned by Mueller, Dietl & Peev (2021) it can be noted that the Bulgarian transition into a market economic infrastructure has started in the year 1990. The era of the transformation can also be divided into two periods, such; 
First period: From the end of 1989 to the end of the financial crisis of 1996-1997.
Second period: The second period starts after the introduction of the Bulgarian currency board in the July of 1997 to the present times. 
One of the most typical aspects regarding the existing business ownership structure of the Bulgarian firms is that each of the enterprises expects an operational change over a short period of time. It seems that the ownership transportation in the Bulgarian business firms is mostly based on three specific key tools that are explained below:
a. Corporatisation: It seems that through the establishment of the “Corporatisation” business organisations of Bulgaria gets the opportunity to become established as 100% state-based participations. 
b. Increasing the share of the private sector: In this case, the shares for some of the private sector’s businesses of the Bulgarian firms have been increased. The government of the nation have also decided to provide more focus on privatising some of the organisations (Mueller, Dietl & Peev, 2021). Here, the process mostly focused on some of the state-owned business firms that can transform them into private owned entities.     
c. Entry of the newly established businesses: Due to the entrances of some newly entered businesses in the trading industries of Bulgaria has contributed to the development of the economic infrastructure of the nation. The creation of new private enterprises in the nation in 1990-96 has accelerated the entire process of privatising in Bulgaria. 
Bulgaria can be recognised as a post-communist nation, in which the changes of ownership can influence the operational features of enterprise-based transitions. Therefore, ignoring the phenomenon can deliver some highly biased responses and estimations to the real ownership frameworks of private organisations in Bulgaria. Mueller, Dietl & Peev (2021) have also addressed that in most of the cases studies regarding private ownership structures usually assumes the operational infrastructure of the privatised business throughout several industrial backgrounds. Although, due to having lack of development and expansion scope of the existing equity market basic source of investments have not been resources to the Bulgarian private firms, for which the basic financial requirements face issues to become fulfilled within the timeframe (Mueller, Dietl & Peev, 2021). Addiotnally, in Bulgaria, there are 2-tier banking operational systems that seem to be established and performed in the nation. The 1st tier is mainly covered by the Bulgaria National Bank or BNB and the 2nd tier is operated by the Bulgarian Commercial Banks. In the year the 1990s the Bulgarian Banking System has been developed by having a steady yet well-performing increase of the different types of private banking institutes and emerging foreign participation in the domestic equity markets. The Bulgarian banking system has been developed by characterising the entire system in such a manner so that a steady increase and enhancement of the business orations of the existing businesses (Mueller, Dietl & Peev, 2021). At end of the year 2000, more than 80% of the banks’ assets have become privatised through which some of the foreign investors have gained a share of bank assets up to 74%. It seems that the concentration within the banking system is quite high as three of the largest banks of the nation are the primary contributors to the governance of the financial system of the nation, such as; Bulbank, DSK Bank and the United Bulgarian Bank. These three banks have nearly held more than 50% of the total banking assets of the nation also includes almost 36% of the total credit options. At the same time, the corporate investment finance of the nation has also become hampered due to having fragile market capital rates and passive lending behaviours of the banking institutes of the nation. On the other hand, the availability of external finance options in Bulgaria is mainly perceived as a significant issue for the businesses and enterprises within the nation.   
Theme 2: Assessment of the shareholders' rights for unlisted companies in Bulgaria in respect of the capital structure
Source: https://www.lexology.com/library/detail.aspx?g=151c0c90-3721-4cc8-a48c-0bcab4b348db
As mentioned by lexology (2020) majority of the stakeholders at the unquoted businesses firms of the Bulgarian unlisted companies are provided with a certain number of legal rights and supports for protecting their positions in the operational process of the enterprises. At the same time, there are several rights are available to the shareholders. Here, they can work as distributors, transferring their ownership to others. On the other hand, they can also have the right to participate in the operational affairs of the enterprise and provide personal preferences for making rapid decisions. As the business firms haven't been listed in the stock exchange market they might face certain limitations for collecting the intended amount of capital for governing their business operations (lexology, 2020). One of the very common scenarios that might face by the shareholders of unquoted businesses is the increasing level of expulsion which can be raised due to the non-payments against the capital calls. Even as a single has been held, the minority shareholders from the business organisation might try to veto an increase of the basic value of the existing shares and the number of issued shares as well. In most of the cases, a mere dilution can be recognised for the minority shareholders which can also affect the increase of registered capital options of the organisation. Although, the chances of dilution can influence the conversion of different corporate debts and securities such as; bonds, shares and other financial notes. In most of the cases, the minority stakeholders do not seem to be completely diluted from the organisations as their contribution to the organisation can be recognised as a significant source of capital. Although through diluting some of the minority shareholders from the business their interest in contributing to the business operations can become limited at the same time. 
Theme 3: Analysis of the factors that influence the capital structure decisions for Bulgarian unquoted business firms
Source: https://yadda.icm.edu.pl/yadda/element/bwmeta1.element.baztech-a2a2495b-20c7-47e8-8e4b-fda2e058a902/c/pjms.2019.20.2.14_161--173.pdf
The selected research paper has mentioned that in recent decades corporate governance has managed to become one of the highly important aspects for the stock valuation. It is also evident that without having better corporate governance support the probable risks and limitations cannot be judged by the investors, which in turn can reduce their interest in taking the investment decisions. An organisational capital structure is mainly based on the proportional combination of both debt and equity. The research paper that is used for evaluating the theme has used the application of descriptive statistics and correlation strategy. The results based on the empirical study have showcased different variations and outcomes regarding the impact of poor levels of capital and financial governance (Berķe-Berga & Dovladbekova, 2019). It seems that the "marginal incentive compensation” can easily discourage the movement of optimal debt management propositions within the Bulgarian non-quoted firms. However, there are several factors that influence the financial activities of non-listed entities. Unavailability of financial sources is one of the most significant factors, along with that, the availability of tax regimes from the government also creates some specific limitations as well. The paper has also suggested that since the early 70-ties and the “agency-based theories” have developed different aspects for highlighting the agency cost of influencing the capital structure and to make legitimate decisions for sourcing legitimate funds (Berķe-Berga & Dovladbekova, 2019). At the same time, as there are chances of facing some additional risks by the small and large scale firms are available leveraging some of the imposed constraints regarding the managerial decisions can assist in adopting several sub-optimal leverages. 
As mentioned by the “agency-based theory" it can be recognised that, as the leverages have become highly imposed some of the rational constraints regarding managerial discretions might less frequently deliver support to the stakeholders for restricting their own optimal operational style. In several cases, the managers from the unquoted business firms aim to resolve the chances of having a greater severity of agency based conflicts which might deliver the desired level of leverages (Berķe-Berga & Dovladbekova, 2019). Here, instances can be provided from Michael Jensen’s “free cash flow hypothesis” that states, with having a higher level of debt, disciplinary firms managers can manage each of the areas of business operations in such a manner so that both interest and the principal payment terms can become matched with the debt-holders expectations.  
Theme 4: Analysis of the quality of capital governance infrastructure of Bulgarian firms
Source: https://www.nber.org/system/files/working_papers/w24184/w24184.pdf
The selected research paper has mentioned that there is a three-period model is available which can assist the un-quoted businesses of Bulgaria to make some relevant financial choices within the timeframe. At the same time, while making some of the production-based project start-up findings is highly necessary for the businesses and being listed in the stocks can be proven as one of the best sources of financing for the businesses (Wei & Zhou, 2018). It seems that there are three major channels are available which can be used by the businesses at different spectrums for gaining capital funding, such as; FDIs, equity market, having long-term debt and short-term debts as well. The institutional quality and its capability of earning profitability can affect the public governance organizations of Bulgaria to encourage the investors and enhance their own financial positions across the industry. The high-quality institutional support can also assist unquoted businesses to have a better reinforcement of contracts and might also enhance their own ability to protect some of the long-term creditors.      
[bookmark: _Toc96191528]4.3 Interpretation of the results
While focusing on the research paper developed by Mueller, Dietl & Peev (2021) the researcher has focused its research operations upon some of the largest non-financial business forms in several industries of Bulgaria. Here, the firms have been differentiated according to their legal sizes. The researcher has identified the organisations that have listed themselves in different stock exchanges such as; BSE, ODD and EOOD. The researcher has provided the number of both listed and non-listed business firms that are available in the stock markets of the nation. 
	
	Type of business firms
	Total

	
	State-owned
	Privatised
	Private de novo
	

	1. Joint Stock Companies
	37
	265
	62
	364

	a) Listed in the BSE
	22
	153
	0
	186

	b. Non Listed in the BSE
	15
	112
	62
	178

	EAD
	15
	1
	4
	35

	2. Limited Liability companies
	4
	16
	120
	140

	Including EOOD
	4
	4
	56
	64

	3. Others
	0
	1
	13
	14

	Total
	97
	282
	195
	518


Table 1: Number of some of the largest non-financial firms available in Bulgaria according to the legal formation styles
(Source: Mueller, Dietl & Peev, 2021)

Graph 1: Number of some of the largest non-financial firms available in Bulgaria according to the legal formation styles
(Source: Developed by the author)  
Based on the above graphical replantation it seems that in Bulgaria majority of the business firms are the joint-stock companies that are listed in the BSE, and there are only 78 joint-stocks are available that are non-listed in the equity markets of the nation. At the same time, there are only 140 companies are available in Bulgaria that operates as limited liability company. It is also evident that the data sets which are used in the research paper consist of near about 186 large public companies that use an ownership structure of 2001’s. The paper has defined the strategic investor as a company’s shareholder who holds a significant level of control over the company’s operational style and decision making. At the same time, the researchers have addressed that changes of the ownership structures in the corporations are higher among the large-scale organisations which are almost 70%. 
In Berķe-Berga & Dovladbekova (2019), the researcher have applied descriptive statistics in their research paper for providing an idea of the differences in market & book leverage rates of different industries in Bulgaria. 
	Industry
	N
	% of sample
	Market leverage
	Book leverage
	CG index

	Basic Materials
	108
	13.5
	0.537
	0.237
	0.695

	Consumer Cyclical
	195
	24.4
	0.464
	0.319
	0.709

	Consumer Non-Cyclical
	97
	12.4
	0.495
	0.322
	0.609

	Energy
	37
	4.6
	0.5
	0.219
	0.616

	Healthcare
	40
	5
	0.317
	0.155
	0.717

	Industrials
	210
	26.3
	0.568
	0.233
	0.677

	Technology
	61
	7.6
	0.397
	0.227
	0.834

	Telecommunications Services
	15
	1.6
	0.468
	0.232
	0.728

	Utilities
	36
	4.5
	0.511
	0.2
	0.777

	Total
	799
	100
	0.496
	0.284
	0.699


Table 2: Table showing the sample descriptive statistics
(Source: Berķe-Berga & Dovladbekova, 2019)
[image: ]
Graph 2: Presentation of the sample descriptive statistics
(Source: Berķe-Berga & Dovladbekova, 2019)
I refer to the above graphical representation it can be recognised that Bulgaria and Romania have the weakest governance score. Most of the Bulgarian and Romanian business firms seems to have the ability to perform under a cooperative one-tier capital management system. In this case, both supervisory and management boards of the capital market seem to assist both listed and non-listed enterprises from different industrial backgrounds to flourish and distribute to the GDP Developments of the nations.    
	Variable
	N
	Mean
	SD
	Min
	Max

	equity/total liability
	121795
	0.458
	0.186
	0
	0.932

	long-term debt/total debt
	121795
	0.511
	0.329
	0
	1

	Institutional quality
	121795
	0.763
	0.802
	-1.477
	1.985

	corruption control
	121795
	0.887
	0.985
	-1.412
	2.557

	government efficiency
	121795
	1.078
	0.764
	-1.36
	2.431

	political stability
	121795
	0.275
	0.801
	-2.806
	1.66

	regulation quality
	121795
	0.899
	0.767
	-1.923
	2.263

	rule of law
	121795
	0.908
	0.851
	-1.777
	2.12

	voice accountability
	121795
	0.533
	0.98
	-1.863
	1.826

	liquidity
	121795
	3.843
	7.719
	-0.142
	53.084

	size
	121795
	19.002
	2.494
	12.072
	26.064

	growth
	121795
	0.145
	0.325
	-0.642
	4.818

	fixed asset
	121795
	3.228
	2.151
	0
	9.301

	profit
	121795
	1.893
	3.585
	-149.126
	24.137


Table 3: Presentation of the summary statistics of the word scope business firms of Bulgaria
(Source: Wei & Zhou, 2018)
The analysis mainly examines the significant relationship between different capital structures and the institutional operational quality of different organisations available within different sections of Bulgaria. Apart from that, as the businesses are not listed in the stock exchange they need to maintain a balance between their long and short-term debts so that a prominent financial position can be gained by the businesses in the industrial framework.  
[bookmark: _Toc96191529]4.4 Summary  
The above section has provided a different understanding regarding the research context by using relevant secondary sources. Here, mainly the published articles and journals have been used through which different themes have been prepared and evaluated. At the same time, the statistical information that is explored in the journals is also analysed by using the excel sheet. Based on the collected data sets different graphical presentations have been prepared as well for providing a better understanding.   


[bookmark: _Toc96191530]Chapter 5: Conclusion and recommendation
[bookmark: _Toc96191531]5.1 Conclusion
The research has provided a diverse and dynamic understanding of the identified context. It seems that the research has mostly used secondary sources for providing an eligible understanding to the audiences. The paper has followed a conventional dissertation structure. The literature review section has provided a conceptual understanding of the context while chapter 4 have used a thematic analysis process. Based on the research findings it is evident that a significant number of limited and limited companies of Bulgaria are not listed in the stock exchange and use other forms of capital raising options, such as; bank loans or crowd funding sources. Although, the description has also justified that being listed in the stock exchange of highly essential for both large and small scale businesses in order to have eligible options of capital funding.   
[bookmark: _Toc96191532]5.2 Recommendations
Some of the probable recommendations that are needed to be considered in the research are mentioned as below:
· Both limited and non-limited companies of Bulgaria need to list themselves in the national stock exchange so that maximum capital sources can be gained.
· The capital structure of Bulgaria is needed to become more developed so that public and private companies can get equal opportunities to earn capital investment options.  
[bookmark: _Toc96191533]5.3 Limitation of the study
The researchers have only used the secondary research process and thematic data analysis process. Therefore, it has a lack of understanding regarding the primary information. In future, the researchers can try to use primary research techniques for providing a more dynamic understanding of the research topic. At the same time, the research have lack theatrical analysis which might reduce the quality of evaluation in some areas.  
[bookmark: _Toc96191534]5.4 Future scope of the research
In future, the research findings can assist other researchers to have quantifiable support while working on the same research topic. At the same time, in the future more in-depth analysis can be ensured by the researchers as well. 
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