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Abstract
A lack of effective strategies to develop capital structures affects operational profit and
growth. Consequently, leaders of mining companies in the Democratic Republic of
Congo are concerned about the significant financial losses resulting from these
deficiencies. Grounded in trade-off theory of capital structure, the purpose of this
qualitative multiple case study was to explore strategies that leaders of mining companies
in the Democratic Republic of Congo used to develop capital structures that enhance
operational profit and growth. The participants included three business leaders from three
mining companies who successfully implemented such strategies. Data were collected
from semistructured interviews and company documents. Thematic analysis identified
two key themes: (a) funding through overseas intercompany loans and (b) lacking
autonomy to make capital structure decisions. A key recommendation is for mining
company leaders to broaden their capital structures and operate as multinational
companies, creating opportunities to leverage intercompany funding for growth and
experience in diversified economies. The implications for positive social change include
the potential to empower leaders of mining companies to succeed financially, resulting in
the creation of additional jobs and the increase of the local tax base which could support

infrastructure development, including schools, hospitals, and parks.
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Section 1: Foundation of the Study

The concept of capital structure has received much attention amongst scholars and
practitioners since its first official theorization in 1958 by Modigliani and Miller (Al-
Nsour et al., 2024; Brusov & Filatova, 2023). The corporate finance experts have
developed an interest in optimal capital structure strategies and their impact on
profitability and growth of businesses (A. Shahzad et al., 2020). Camara et al. (2021)
wrote about the bauxite, which shows that developing countries are geological scandals
that their organizational leaders failed to transform them into economic miracles. Garnier
(2021) and Mpofu and Sibindi (2022). posited that most firms in developing countries are
SMEs with a devotion to mining activities that failed to show profit and grow to become
multinational organizations. Dakua (2019) and V. Nguyen (2020) stated that inadequate
capital structure and capital investment may be the cause of the lack of profit and growth.
The purpose of this study was to explore strategies that leaders of DRC mining
companies used to develop capital structures to catalyze operational profit and growth.

Background of the Problem

Corporate finance scholar practitioners have increased interest in discussions to
determine the relationship between capital structures and firms’ value creation, which has
not yet gained convergent conclusions (Gbenga et al., 2023; Khoa & Thai, 2021). In the
absence of agency issues, the profitability and growth of businesses are at the center of
the decisions that business leaders make, and this is what scholars call the servant
leadership under any organizational management model: the shareholder primacy model

or stakeholders’ approach of management (Hayden & Bodie, 2021).



The role of corporate finance is to ensure that companies leaders develop a
relevant capital structure that finances optimally both the capital budgeting and working
capital to create value and growth of firms (Gbenga et al., 2023). As a result of this
growth, Bashwira et al. (2014) posited that some companies have developed through time
from small and medium enterprises (SMEs) to big respected multinational corporations
(Dhaene et al., 2017). In this line of thought, Bryceson and Geenen (2016) described the
mining sector in Democratic Republic of Congo (DRC) as artisanal mainly made of
labor-intensive mineral extraction using minimum capital investment and manual tools or
simple portable machinery. The capital structure strategies of firms may impact the triple
bottom line objectives of corporations, which are economic, environmental, and social
(Khoa & Thai, 2021).

Some leaders of mining companies operate their companies with inadequate
capital structures and fail to ensure operational profit and growth (Mpofu & Sibindi,
2022). The inability of mining companies’ leaders to generate profit and finance growth
is alarmingly high in the developing countries, and these leaders keep amending their
investment strategies supported by inadequate capital structures that cause some of them
to close down their businesses (Manzoor et al., 2021; Mpofu & Sibindi, 2022). Ninety
percent of the total mining production in the DRC comes from artisanal and small-scale
mining companies, which fail to grow to big scale producing corporations (Mpofu &
Sibindi, 2022; Schiitte & Niher, 2020). The problem and purpose statement are presented

next.



Problem and Purpose

The specific business problem is that some leaders of DRC mining companies
lack strategies to develop capital structures to catalyze operational profit and growth. The
purpose of this qualitative multiple case study was to explore strategies that leaders of
DRC mining companies used to develop capital structures to catalyze operational profit
and growth. The target population included three business leaders of three operating
mining companies in the DRC with successful experience in developing capital structures
to catalyze operational profit and growth.

Population and Sampling

The target population included three business leaders of three operating mining
companies in the DRC with successful experience in developing capital structures to
catalyze operational profit and growth. I used purposive sampling to help identify only
well-informed participants that served the purpose of my research study and met the
established participation criteria. The purposive sampling method is an informed
selection of specific participants meeting the established participating criteria that would
maximize the chances to observe phenomena under study (Collingridge & Gantt, 2019;
Serra et al., 2018). Averitt et al. (2020) explained that researchers establish participants’
eligibility criteria that align with overarching research question of the study. I set the
eligibility criteria of participants based on participants' experience and interaction with
strategies that leaders of DRC mining companies use to develop capital structures to

catalyze operational profit and growth. Qualified participants had at least 5 years of



successful experience with strategies that leaders of DRC mining companies use to
develop capital structures to catalyze operational profit and growth.

As one of the strategies to overcome the challenge of gaining access to study
participants, Tiselius (2019) suggested that researchers should consider maintaining an
appropriate level of communication with relevant organizational leaders, understanding
the target population, and using several methods for recruiting participants. I discussed
with executives from the mining companies my intention to conduct the study. Regarding
data sources that I used, I conducted semistructured interviews and reviewed
organizational documentation and artifacts.

Nature of the Study

The nature of this research study aligned with the qualitative multiple case study
because I sought to explore successful strategies that leaders of mining companies in the
developing countries use to develop capital structures to catalyze operational profit and
growth. Two main research methods that scholars use to collect, analyze data and present
the findings are qualitative and quantitative (Taherdoost, 2022). Park and Park (2016)
advised to use the qualitative research method in the absence of large sample for
interpreting the phenomenon. Park and Park concluded that while the qualitative research
method is valid to serve a discovery goal, the quantitative research method is valid to
justify phenomena or facts, using statistical analyses to test the significance of variables’
relationships or differences through hypotheses testing. There is a third variant of the
research method, which is mixed-method research methodology for combining the two

purposes of discovery and justification (Taherdoost, 2022). I rejected the quantitative
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research method because it did not serve the discovery purpose of my research study and
because researchers use the quantitative method to test variables’ relationships or
differences through accepting or rejecting the null hypothesis. I also rejected the mixed-
method research methodology because it did not fit the discovery purpose of this research
study. In fact, Venkatesh et al. (2013) posited that mixed-method research methodology,
though researchers use it to obtain a holistic understanding of phenomena, mixed-method
is not a panacea, and researchers are not always able to use it for discovery purposes.
McCusker and Gunaydin (2015) claimed that researchers use qualitative designs
to understand the experiences and attitudes of individuals by answering what, how, or
why questions related to a phenomenon rather than how many or how much, which are
answered by quantitative designs. I selected the case study research design for this study
and, because I involved participants from several business organizations, a multicase
study was the most suitable design. Turner and Danks (2014) explained that practitioners
could use the case study design to understand better the real-world problems and to serve
as a means for identifying opportunities to improve organizational programs, processes,
and procedures. Researchers using the multicase research design use a variety of
instruments to collect data, including documents, archival records, interviews, direct and
participant observations, and physical artifacts (Yin, 2018). I rejected phenomenological,
ethnographical, and narrative research designs and selected the case study research
design. Gallagher and Nordberg (2017) posited that researchers use phenomenological
design to study common meanings of participants’ lived experiences. I rejected the

phenomenological design because the purpose of this study was not to examine



participants’ lived experiences. Ethnographical design is suitable to study cultural
phenomena or belief of the groups that form part of the population and requires an
anthropological perspective and more prolonged field-study and less scholastic approach
(Zilber, 2014). I rejected the ethnographical design because I did not study cultural
phenomena or the beliefs of groups of people. Researchers choose the narrative research
design to identify and study storied life experience through conversations, and dialogues
(Clandinin et al., 2016). I rejected the narrative research design because the purpose of
this study was not to obtain and explore participants’ life experiences in the form of
stories.

Research Question

What strategies do leaders of DRC mining companies use to develop capital

structures to catalyze operational profit and growth?

Interview Questions

1. What strategies have proven successful in the development of capital
structures to catalyze operational profit and growth?

2. How does the board of directors or organizational leaders promote policies
and values that align with the development of capital structures to catalyze
operational profit and growth?

3. How are strategies to develop capital structures to catalyze operational profit
and growth effectively communicated throughout the organizational ranks and

among stakeholders?



4. What role does leadership play in the development of capital structures to
catalyze operational profit and growth?

5. How did your organization address the key barriers to implementing your
strategies for the development of capital structures to catalyze operational
profit and growth?

6. What else do you think is important for me to know that I have not asked you
regarding strategies used to develop capital structures to catalyze operational
profit and growth?

Conceptual Framework

The conceptual framework for this research study was the trade-off theory (TOT)
of capital structure. Kraus and Litzenberger (1973) developed the TOT of capital
structure to improve Modigliani and Miller’s (1958) irrelevancy theory. Business leaders
play a pivotal role in sourcing the best capital structure to increase shareholder value
creation and reduce costs of capital (Kraus & Litzenberger, 1973). The TOT of capital
structure was relevant to this study because it forms one of the theories that scholars and
practitioners may adopt to understand the strategies that organizational leaders use to
develop capital structures to catalyze operational profit and growth. Garcia-Martinez et
al. (2023) explained that not all small businesses start and grow into large corporations
because they face the same issues of finding the right type of financing at an affordable
cost to start and growth successfully. This statement is in support of the pillar of Myers’s
(1984) understanding of static TOT, fostering the existence of the target level of debt and

equity that forms the optimal capital structure that could help business profit and growth.



Operational Definitions

Adverse selection: Adverse selection is the pillar of the pecking order theory of
capital structure. In fact, due to adverse selection, the pecking order theorists establish a
hierarchy of financing sources of organizational assets. First organizations should resort
to the use of internal capital (retained earnings) with no cost, secondly external financing
(debt capital) cheaper and use thirdly the issuance of new equity only in the absence of
retained earnings and debt capital (Sikveland et al., 2022).

Capital structure: Capital structure is the sum of debt financing and equity
financing. F. Shahzad et al. (2017) and Gbenga et al. (2023) defined capital structure as a
technique that company leaders use to raise finances (cash) to pay for their current
operating processes and future debt equity portfolio development.

Debt: According to Michalak (2016), debt represents the resources left at the
disposal of corporations for a definite period at the expiration of which, it should be
returned to the external owners. Debts are classified as long-term debts payable after a
period longer than 1 year or short-term debts payable within a period of 1 year.

Equity: Equity can be defined at two different steps of company’s life cycle. At
the inception phase of the corporations, equity represents total owners’ resources (assets)
and during the operating phase, the equity will be affected positively or negatively by the
retained earnings (Michalak, 2016).

Growth: Additional revenue as a result of increase in disposal of unit produce in
normal run of business (Kang et al., 2017). Bitner and Sierak (2017) defined growth as an

optimistic shift from one position or one point to the next one.
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Information asymmetry: Information asymmetry is a problem that the presence of
agency conflict brings and could influence well-informed decision-making process
related to the structure of an organization debt (Miloud, 2022; Shehadeh et al., 2022).
Ben Saad and Belkacem (2021) stated that the information asymmetry situation is a direct
consequence of the difference or divergence of the interest between organizational
managers and their shareholders; the information asymmetry increases the opportunistic
behavior of managers as sustained by Jensen and Meckling in 1976.

Optimal capital structure: The capital structure of corporations affects the value
of the firms depending on the intensity of use of equity and debt. The mix of equity and
debt that produces the highest calculated value of corporations and reduces the weighted
cost of capital is the optimal capital structure (Gbenga et al., 2023; Rehan et al., 2023).

Profit: Profit is the excess of sales revenue denominated in specific currency of
percentage on operating expenses and interests, depreciation and amortization, and taxes.
Becchetti et al. (2016) emphasized that profit is concave function of capital. Swain and
Das (2016) posited that profit is what is left of the revenue a business generates after
paying all expenses related to the generation of the same revenue such as producing a
product, and other expenses related to the conduct of the business activities.

Weighted average cost of capital (WACC): Called also the cost of capital, the
weighted average cost of capital is the remuneration that the equity shareholders and debt
shareholders demand by the fact that they invest their money in running the risk of
corporations. Michalak (2016) posited that the cost of capital affects the key decisions of

board of directors regarding the scale of investment undertakings, determination of the
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target, demanded amount and pace of capital growth, shaping of optimal capital structure,
capital budgeting, merger and acquisitions.
Assumptions, Limitations, and Delimitations

In the imperfect actual world of phenomena, researchers are expected to provide
guidance and answer societal and organizational questions in their studies that are mainly
based on the perfect conditions of the world. Therefore, researchers present the
underlying assumptions, limitations, and delimitations that guide their study to safeguard
the validity of the findings (Coker, 2022; Theofanidis & Fountouki, 2018). Therefore, I
present the following assumptions, limitations, and delimitations to safeguard the validity
of my findings.
Assumptions

This research was based on numerous assumptions that could affect the validity of
the results found. Assumptions are unverified facts that are considered correct (Marshall
& Rossman, 2016). There were numerous mining companies operating in developing
countries and most of these companies were classified as SMEs. These companies were
not generating enough profits that would sustain their internally financed growth. 1
assumed that the workforce employed in these companies was the right acquainted with
the notion of capital structure and its implications on business profitability and growth.

The classification of companies as SMEs was based on a logical set of criteria that
were fair, published by the competent authorities and all company leaders were aware of
these classification criteria. I also assumed that the local understanding of the notion of

small medium enterprises or large corporations was in line with the international or
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universal understanding of company classification as small medium enterprises and large
corporations. I also assumed that the three selected companies that formed part of my
population would fairly represent the pattern of the general financing decision-making
strategies of mining companies in the DRC using the qualitative method.
Limitations

Coker (2022) and Yin (2018) defined limitations as issues or factors beyond a
researcher’s control. Madsen (2013) and Malakar (2022) explained that limitations are
internal and external influences, deficiencies, or circumstances that form a constraint to
the research. The limitations of this study included mainly the sample size and the
presence of subsidiaries of multinational firms that might not have control on financing
decisions because the capital structure formed part of the strategy that was managed by
the headquarters of businesses that were operating in the developing countries. Based on
the sample limitation, any generalization of findings should be accepted with much more
care.
Delimitations

Unlike limitations that are not controlled by the researchers, delimitations are the
researchers’ deliberate framing of the study (Coker, 2022; Theofanidis & Fountouki,
2018). Coker (2022) as well as Theofanidis and Fountouki (2018) defined delimitations
as restrictions that researchers identify and choose to impose to define the boundaries of
the study or the extent to which the researcher will or will not explore the research topic.
The delimitation is the limit within which the study was conducted to answer the research

question. I limited this study to the analysis of the strategy that promoted optimal capital
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structure decisions that favored profitability and at the same time sustained business
growth of mining companies in the developing countries. In most cases, capital structure
decisions are combined with investment and working capital decisions, though in this
study, the main topic was capital structure decisions.
Significance of the Study

The current state of business is a result of decisions that leaders made in the past.
The set of operational and strategic decisions that leaders make includes financial,
investment, social, and environmental decisions (Aragon-Correa et al., 2017; Gbenga et
al., 2023). The strategic financial decisions that organizational leaders make include the
selection of the optimal means to finance their operational and investment needs to
catalyze profit and growth (Gbenga et al., 2023).
Contribution to Business Practice

This research study is an addition to the current body of knowledge on the
financial issues that leaders of mining companies in DRC face in their pursuit of profit
and growth. Dempsey (2014) posited that leaders are not always able to resolve financial
challenges with sophisticated mathematics of rational behavior but also require
understanding the way formalized groups of leaders or managers or any responsible
people create financial strategies. O'Faircheallaigh (2015) posited that the mining
industry is an intensive capital budgeting requiring industry that involves optimal
decisions on the right capital investments, which are a result of the decision of the right
capital structure. The financing of the capital budgeting is a decisive part of the business

strategy that will affect profitability and growth of businesses.
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In this research study, I intended to raise DRC business owners’ awareness that
the adequate capital structure could be one of the ways to mitigate risks and increase the
profitability of the mining companies. Pyo et al. (2015) posited that when
underinvestment due to the aversion of financial distress prevents companies to realize
their potential to generate profits, business owners might resort to debt to complement
their investment needs in high return industries. Leaders may use the results of this
research study to reestablish financial autonomy by identifying the type of financing that
suits the operating investment environment. Leaders of mining companies and
government officials may also use the results of this research study to understand the
significance of creating or promoting an adequate local capital market to support
profitability and growth of mining companies.

Implications for Social Change

Bird (2016) posited that mining in DRC, Tanzania, and Ghana takes place in
enclaves and fosters enclave development rather than the inclusive wealth development.
The findings of this research study may contribute to positive social change by fostering
growth of the mining companies, which represent most of the occupation and
employment of the Congolese population both women and men. Maclin et al. (2017)
posited that multitudes of Congolese are moving to the mining industry to obtain money
that will help them survive and improve their day-to-day lives. Leaders of mining
companies and government officials may use the results of this study to reduce the
number of companies that close resulting in secure or increased employment rates of the

local population. Anshari and Almunawar (2022), and Omowole et al. (2024) posited that
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high-performing and growing SMEs are a signal of industrialization, modernization,
urbanization, and improvement of the quality of life that local citizens enjoy. Improving
the quality of life might reduce crime, hunger, and war (Makole et al., 2022; Shemyakina,
2022).

A Review of the Professional and Academic Literature

I reviewed the literature on capital structure strategies published in various
journals, books, dissertations, and government documents. Google Scholar served as the
main source for accessing journal articles. [ used several databases available at Walden
University’s Library, including ABI/INFORM Complete, Academic Search Complete,
Business Source Complete, Emerald Management, ProQuest Central, and Sage Premier. I
also accessed various open journals to obtain literature related to capital structure
strategies because the AOSIS OpenJournals site gives open access to peer-reviewed
scholarly journals from various academic disciplines. ScienceDirect was another source
that contains both tolled and open access to a full-text scientific database storing journal
articles and book chapters. I also accessed government websites to obtain information
about capital structure strategies.

The strategy for searching through existing literature consisted of the use of
keywords and phrases when searching for manuscripts using the databases listed above. I
applied filters to database searches to narrow down the search results. These filters
included specific keywords, a specified period, and specific databases. When using
Google Scholar, I gave preference to articles published in or after 2020 to ensure that the

sources are current. I then focused on articles that were available in the Walden



15

University Library. The keywords and phrases I used in my search were capital structure
theories, capital structure and profitability, capital structure and growth, capital
structure in developing countries, mining companies in developing countries, and
investment in mining companies. Ulrich’s Periodicals Directory are both tools to verify
that literature is peer-reviewed. The 253 references that this research study contains
include 233 scholarly peer-reviewed articles representing 92% of the total, 10 nonpeer-
reviewed articles representing 4%, one government website representing 0%, and nine
books representing 4%. The total number of references in this research study published
within the 2020-2024 period is 144, which is 57% of the total number. The literature
review contains 77 references, with 45 references published within the 2020-2024 period,
representing 58%, and 72 from scholarly peer-reviewed sources, representing 94%.
Literature Review Organization

The literature review section has several subsections. The first subsection is an
introduction that includes information about the strategy for searching the literature, the
frequency and percentage of peer-reviewed articles and their publication dates. In the
next subsection, I will present the application of the literature to the research question and
include a brief description of the purpose of the study. The themes I discuss in this
literature review are capital structure theories, capital structure and profitability, capital
structure, capital structure, and growth opportunities. Throughout the literature review, [
include a critical analysis and synthesis of literature related to the conceptual framework

and other contrasting and supporting theories to provide depth of inquiry.
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The first theme, capital structure theories, includes a critical analysis and
synthesis of the conceptual framework I selected for my study, which is the TOT of
capital structure using supporting and contrasting theories from relevant literature on the
topic of capital structure strategies. Some of the supporting and contrasting theories are
irrelevance theorem, pecking order theory (POT), signaling theory, market timing theory
or model (MTT), and regret theory. This section ends with a critical analysis on the
determinants of the capital structure strategies.

The second theme, capital structure and profitability, includes a brief overview of
the development of capital structure strategies. I discuss common concerns related to
capital structure strategies and various definitions, antecedents, and consequences of
capital structure strategies, focusing on the profitability of business organizations. The
third and final theme for discussion is capital structure and growth opportunities. First, a
general discussion about growth and types of growth as it relates to capital structure
strategies is presented, including organic, external, vertical, and horizontal growth.
Application to the Applied Business Problem

The purpose of this qualitative multiple case study was to explore the strategies
that leaders of DRC mining companies use to develop capital structures to catalyze
operational profit and growth. Developing an understanding of such strategies required a
qualitative approach, more specifically an exploratory multiple case study. The findings
from this study might provide insight into capital structure strategies from a group of

leaders’ perspectives.
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The findings of the study might assist with the development of appropriate
strategies for developing adequate capital structures that will catalyze the profitability
and growth of mining companies in developing countries. Appropriate strategies might
equip leaders with the skills to improve capital structure strategies. The findings from the
study might improve business practice by identifying appropriate capital structure
strategies, leading to profit generation that would extend the lives of companies post their
inception, and create value for all interested stakeholders. The implications for positive
social change included fostering and securing corporate growth that could generate more
taxes for the country. Government officials could use this additional tax money to invest
in social and welfare projects, redistribute the revenue to balance lifestyles, and reduce
poverty in the country.

Trade-Off Theory of Capital Structure

The correct and adequate capital structure is required for competitive and
sustainable growth. Khoa and Thai (2021) and Sahudin et al. (2019) posited that the
current dynamic business era of fierce competition and shrinking margins requires an
error-free choice of organizational financial structure to secure long-term success.
According to Sahudin et al., the correct and adequate capital structure has become
requisite for competitive and sustainable growth. The capital structure management and
operations restructuring have become of particular interest and concern following the
global financial crisis and the bubble economy that has brought financial distress,
liquidation and bankruptcy around the world (Khoa & Thai, 2021; Sahudin et al., 2019).

Historical Development of Capital Structure Theories
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Researchers have provided historical analyses of capital structure. Khoa and Thai
(2021) and H. M. Nguyen et al. (2020) provided a historical analysis of the origin of the
capital structure, pointing at the irrelevancy theorem by Modigliani and Miller (1958) as
the first effort to theorize the notion of capital structure. The numerous critics of the
irrelevancy theorem brought to light the emergence of the two most competing capital
structure theories: the TOT of capital structure and the POT (Anisti & Chalid, 2021; L. Li
& Islam, 2019). Both theories were developed as counterpoints to the Modigliani and
Miller’s irrelevancy theorem (Anisti & Chalid, 2021; H. M. Nguyen et al., 2020). Agyei
et al. (2020), analyzing the impact on the Ghanaian market, wrote that the competing
theories resulting from the seminal work of Modigliani and Miller published in 1958, and
1963 are not two but three theories: the TOT of capital structure, the POT and the MTT.
The divergences in the capital structure domain and its progress over time show that
competing theories are not stationary.
Fundamentals of the Trade-Off Theory of Capital Structure

Most trade-off theorists support an optimal combination of internal debt or equity
with the external debt or liability to finance capital budgeting and working capital.
According to Agyei et al. (2020), the trade-off theorists recommended an optimal
combination of internal debt or equity with the external debt or liability to finance capital
budgeting and working capital. This combination must be optimal because it is the point
that minimizes financial distress and creates value for business enterprises.

In discussing the role of the leverage on the bottom line of organizations, M. T.

Rahman (2019) argued that high usage of debt ratio in the capital structure would benefit
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the firms since higher deductible interest expenses would allow a high deduction from the
taxable profit (tax shied impact). Endri (2021) posited that organizational profit is the net
result of organizational policies and decisions which include capital structure decisions
and policies. There is a direct link between the profit and the use of the total assets
financed by both equity and debts. Endri explained that profitability is a relationship
between revenue and costs generated from the use of the assets of an organization.
Hence, the judicious choice of assets financing structure is relevant as the inclusion of the
debt in the organizational capital structure may increase profitability metrics like return
of equity (ROE), return on assets (ROA) and earnings per share (EPS) up to a point then
start destroying the ROE, ROA and EPS if used excessively. Excessive use of debts in
the capital structure would generate financial distress cost that is the bankruptcy cost
(Endri, 2021). Firms should then maintain an optimal financial structure that maximizes
the value of the firms and minimizes the financial risks. This optimal level is achieved
when the tax saving from deductible interests equals financial distress (Endri, 2021).
Endri et al. (2021) explained that the average debt to assets ratio (DAR) in the mining
industry has been increasing since 2015 to reach the highest point in 2018 with 54.01%,
while the lowest was achieved in 2016 with 50.21%, which keeps the mining industry
average DAR above 50%.
Operating Conditions of the Trade-Off Theory of Capital Structure

H. M. Nguyen et al. (2020) posited that the TOT of capital structure requires
certain conditions to impact the company’s value favorably. Some conditions include

perfect market competition, the absence of asymmetric information, agency costs, and



20

bankruptcy costs. Once these conditions are satisfied, the firms can now have a trade-off
between the interest tax shield of external debt financing and the financial distress costs
to reach the targeted optimal capital structure (H. M. Nguyen et al., 2020). The
Modigliani and Miller theorem could not prove its sole dependability in practice by
excluding the tax and distress costs anymore, even if it remained a capital structure
theory of reference (M. A. Rahman et al., 2019). The concept of irrelevancy of capital
structure has been addressed.

The notion of a pie remaining one whole regardless of the way it gets cut,
represented the notion of the irrelevancy of the capital structure in a perfect market
(Modigliani & Miller, 1958). The actual market conditions are never perfect but
imperfect. These market imperfections drove the idea that optimality of capital structure
should be the goal, hence the development of the TOT of capital structure (H. M. Nguyen
et al., 2020). Agyei et al. (2020) explained that the assumptions underlying M&Ms model
failed because they disregarded the benefits of taxes, and the cost of financial distress.
The firm’s value equals the value of its internal financing or equity plus the interest
expense tax shield or tax deductibility minus the financial distress costs; this is the way
debt components add or create business value and financial distress reduces this value (H.
M. Nguyen et al., 2020).

The inclusion of the debt components in the capital structure of a business brings
the tax shield effect into play. H. M. Nguyen et al. (2020) posited that the continuous
accumulation of debts in capital structure would lead to probable financial distress,

increased risk, and interest expenses. To assess and determine the financial distress and
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bankruptcy risk, scholar practitioners resort to the use of the Altman Z-Score model
(Ghosh & Kapil, 2022; Puji lestari et al., 2022). Puji lestari et al. (2022) explained that
the Altman Z-Score model includes five different financial ratios that affect the
organizational financial distress: working capital to total assets ratio, retained earnings to
total assets ratio, earnings before interest and taxes to total assets, market value of equity
to total liabilities and sales to total assets.

The organizational decision to raise funds from different sources brings both
advantages and disadvantages. Agyei et al. (2020) explained that mixing the capital
sources to fund both working capital and capital budgeting has merits and demerits.
Among the merits, Agyei et al. cited the tax benefits of the payment of interest and a
decrease in the ongoing motivational issues between managers and owners to generate
organizational free cash flow. On the demerit side of debt, Agyei et al. cited the possible
cost of financial distress combined with the agency issues between owners and financial
creditors that increase with the increased level of debts.

The organizational leaders need to remain alert to identify the point where their
firms’ optimal level of capital structure is achieved. Tharavanij (2021) and Adeoye et al.
(2020) confirmed that the optimal capital structure occurs when leaders of organizations
realize a good balance of tax benefit of debt and its associated bankruptcy cost and
minimizes agency cost. Tharavanij further posited that, above all, the aim is to maintain a
favorable credit score, financial robustness in times of adverse shocks, and financial

flexibility to seize good investment opportunities at the time that they occur.
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Different authors may analyze the capital structures differently, making these
analyses evolve and inconclusive. Saif-Alyousfi et al. (2020) and Tharavanij (2021)
pointed out an aspect of the capital structure that is a neglected business reality: book
value. It appears that many scholars neglect the book value aspect in most topics
revolving around capital structure discussions. Some researchers have elaborated on the
importance of the book value in determining the capital structure. Singh and Bagga
(2019) and Tharavanij (2021) claimed that when an organization decides to finance its
business with different sources of funds, its leaders must do their homework to weigh the
pros and cons of their decisions. Once these leaders define the optimal or target capital
structure, this is usually in book value rather than market value (Tharavanij, 2021).
Saputra (2022) defined the market value as a measure of organizational added or created
value compared to the initial shareholder’s investment; it is a measure of management
stewardship role. In fact, the market value determined as the market value added (MVA)
reflects the ability of organizational leaders to create value for their shareholders in the
entire life of the organization. Saputra and Zamzami (2023) claimed that the MVA is
positive where the invested capital gets a higher rate of return than the cost of capital.
Udiyana et al. (2022) and Zamzami formulated the MVA as the difference between the
market value of shares and the corresponding book value capital invested (equity and
debts). A competing measure to MV A that financial practitioners use to assess the ability
for organizational leaders to create wealth for the shareholders is the economic value
added (EVA) developed by Stern Stewart & company (Kampouris, 2022). Kampouris

(2022) explained that the objective of shareholders in appointing management is to
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maximize the value of the firm by investing in economically viable projects (project
returns are higher than hurdle rate), choosing the project lifelong optimal capital structure
(minimizes the hurdle rate) and returning the excess cash to shareholders (dividend
decision or policy). Kampouris explained that EVA is the difference between profit of
firm after tax and cost of capital used to generate the profit. From this aspect, EVA will
remain positive every time that the return on capital invested will be higher than the
WACC.

Elaborating on the importance of the book value in determining the capital
structure, Tharavanij (2021) posited that the creditors, banks, and rating agencies look at
analyzing the book-value debt ratio and not the market ratio. Tharavanij noted the
mismatch between the capital structure theories that focus more on market value than
actual field practice, as practitioners use more book value debt ratios to shape their
capital structure.

Types of Trade-Off Theories and Factors Driving the Choice of Capital Structure
Strategy

Several researchers claimed that the conditional theoretical approaches of capital
structure might contain different theories. Alnori and Algahtani (2019) and Chakrabarti
and Chakrabarti (2019) posited that the conditional theoretical approaches of capital
structure might contain two main groups: static and dynamic theories. The proponents of
static theories of capital structure have a common objective, which is to search for the
optimality of the capital structure using general knowledge of economic theory (Khan et

al., 2021). In contrast, the proponents of the dynamic theory of capital structure do not
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search for the optimal structure; instead, these proponents highlight the singularity of
each firm's characteristics, specific objectives, the level of management’s debt aversion,
and other factors more as drivers of the optimal capital structure. Introducing the notion
of situational analysis in capital structure renders the capital structure optimality
subjective and not a single simple copy and paste exercise. Endri et al. (2021) stated that
three groups of factors determine or influence the choice of financing strategy: company-
specific factors, industry-specific variables and the macroeconomic variables. In fact, the
specific operational objectives voted by the organizational leaders will require adequate
financing strategy that is designed to help managers meet these elected objectives. The
industry or operational sector may dictate the intensity of investment which will
consequently require an adequate funding strategy. Endri et al. explained that the mining
industry demands intense long-term investments, and it is of high uncertainties and high
risks making financing strategy a vital concern to catalyze profit and growth.

The need for an optimal capital or financial structure that satisfies the strategic
aim of both the shareholder and the stakeholders becomes of significant interest. Agyei et
al. (2020) explained that the ways to achieve this optimal mix in the capital structure and
understanding its impacts on firms' profit, survival, and growth have become topics for
many business and scholar practitioners in the 2000-2020 period. Agyei et al. wrote that
the capital structure studies initially concentrated on only large, listed companies. Since
the 2000-2020 period, Agyei et al. posited that the academic sphere has recorded an
increasing number of studies on the capital structure theories and their determinants for

SMEs. According to Mpofu and Sibindi (2022), the interest in SMEs is growing due to
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the pivotal role that they play in economies worldwide. Agyei et al. posited that SMEs
means the actual provision of job opportunities, generating wealth, and forming an engine
of growth in most economies. Understanding the way leaders of SMEs decide on how to
finance their operating and investing expenses becomes vital to profitability and growth
(Gbenga et al., 2023).

Both the TOT of capital structure and the POT are valid conceptual frameworks
to explain the financial behavior of organizational leaders in international markets. Agyei
et al. (2020) completed a study to understand which one of TOT and POT best explain
the financial decisions made by companies on the Ghanaian market by analyzing 187
SMEs using the quantitative method. The analysis expanded on testing the existence of
hybrid capital structure and the relation between capital structure trade-off with
profitability and growth. Agyei et al. found that Ghanaian SMEs included a significant
portion of the debt financing, representing about 43% vs 57% of owners’ financing
through equity or retained earnings.

Both the TOT of capital structure and the POT were valid conceptual frames to
explain the financial behavior in the Ghanaian market. Agyei et al. (2020) found a
negative relationship between profitability and leverage. This negative relationship
between debt and profitability means that though they can contract more debts to finance
their needs, more profitable firms in the Ghanaian economy use with cautions debt and
tend to use more of their owner's fund to finance operations and investments by

relegating the choice of debt to the last resort in alignment with the POT.
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Agyei et al. (2020) also demonstrated a positive relationship between debt
components of capital structure and the size of the business and growth opportunities.
The larger the size of the company, the higher the capacity of the firm to add more debt
financing with minor or no more side effects than that would face small companies.
SMEs on the Ghanaian markets with higher growth opportunities employed greater debt
financing.

Agyei et al. (2020) demonstrated that the TOT of capital structure and POT are
both valid, applicable, and essential to Ghanaian SMEs. Agyei et al. further confirmed
that profitability, age, liquidity, growth, size, and assets' tangibility influence the way
organizational leaders precisely shape their firms' capital structure in Africa and Ghana.
Unlike the Modigliani and Miller model that did not consider the optimal debt ratio or
equity ratio, TOT advocates argue that Modigliani and Miller organizational leaders may
miss growth opportunities and profitability, hence the way the pie gets cut matters.

Several leaders set a hierarchical order from internal to external financing that
first supports the POT. Sahudin et al. (2019) observed that though the literature on capital
structure has increased significantly, the conceptualization is still inconclusive and
remains a material organizational dilemma. Analyzing the way that Shariah-compliant
and Shariah noncompliant firms develop their capital structure, in alignment with
Lemmon and Zender (2019), Sahudin et al. found that the leaders set a hierarchical order
from internal to external financing that supports the POT firstly. The choice for retained

earnings is valid and well perceived by profitable firms.
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Profitability plays a role in the determination of the shape of the capital structure.
Sahudin et al. (2019) found a positive relationship between profitability and internal
funding for Shariah-compliant firms in Malaysia. The use of external financing, precisely
the short-term facilities, has been noticed in alignment with the agency theory (AT)
because more debts in the organization help resolve the agency issue between managers
and investors or shareholders. Sahudin et al. explained that organizational leaders prefer
to acquire debts or short-term debts to equity as debts bring managers' monitoring and
controlling mechanism: managers will work with investors toward repaying the debts,
and agency cost will be zero. Sahudin et al. articulated the way the Shariah-compliant
firms need to observe a specific ratio of debt and equity in their capital structure to
support the TOT of capital structure. Assets should back up any debts contracted by
Shariah-compliant organizations. Hence, the use of tangible assets means that long- or
short-term debts contracted should not exceed the value of these organizations’ tangible
assets (Sahudin et al., 2019). Consistent with other analyses, Sahudin et al. sustained that
firms with a high value of assets have room for higher debt ratios in their capital structure
than firms with a lower value of assets, which the Shariah law imposes this collateral
rule.

Capital structure should be an appropriate mix of debt and equity to grow and
maintain the firm in operation in the long term. M. T. Rahman (2019) undertook an
analysis of the financial structure behavior for 27 banks in Bangladesh to understand
whether the TOT of capital structure or the POT being the most used theories in capital

structure literature, would explain the rationale behind the capital structure practice of
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commercial banks. During the analysis, M. T. Rahman wrote that both the TOT of capital
structure and POT could explain the financial behavior in the composition of the banks'
capital structures. The TOT helps organizational leaders to achieve an optimal capital
structure mix that captures all investment opportunities and minimizes the cost of capital
without jeopardizing the company dividend policy. The POT, as advised by several
researchers, is more applicable in organizations with high profitability as this profitability
brings capital overflow to be spent before going external (Endri et al., 2021).

Neither the TOT of capital structure nor the POT can be uniformly accepted or
rejected. In practice, the capital structure should be an appropriate mix of debt and equity
to grow and maintain the firms in operation in the long run (M. T. Rahman, 2019).
Excessive use of one source would not produce expected value generation by both
managers and stockholders. In the TOT of capital structure, M. T. Rahman (2019)
claimed that high usage of debt ratio in the capital structure would profit the firms since
higher interest expenses would allow a high deduction from the taxable profit. At the
same time, higher debts would generate financial distress cost that is the bankruptcy cost.
Firms should then maintain a financial structure that gives the maximum value of the
firms and minimizes the financial risks.

In line with the other research results above, M. T. Rahman (2019) explained that
elements that impact the selection of capital structure are profitability, liquidity, dividend
payout ratio, growth, age and size of the banks. M. T. Rahman demonstrated that the
capital structure strategy of commercial banks is in support of TOT of capital structure,

as commercial banks that booked high profitability rates preferred external funding to
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internal funding. The difference with other research results that found that POT was
appropriate for profitable banks, M. T. Rahman explained that hunger or aversion to
dividends would explain.

According to M. T. Rahman (2019), shareholders desiring more regular dividend
payouts would prefer to use external funding to finance the growth of their firms, and the
opposite is true when the shareholders show the aversion of the dividends, then they
finance growth internally. M. T. Rahman also confirmed that the tangibility argument for
financial organizations supported the TOT of capital structure because banks with a
higher ratio of total fixed assets over the total assets show higher collateral that could
support their ability to contract external debts. The tangibility in the nonfinancial sector
may be in support of the POT, as more assets mean more profit and more free-cashflow
that organizational leaders would use to finance growth (M. T. Rahman, 2019).

None of the theories of capital structure produce expected results in every
situation, including the TOT of capital structure. Abel (2018) provided additional insights
into situations in which the TOT of capital structure is operative and situations in which
this TOT of capital structure is not. Starting with the circumstances that fail the TOT of
capital structure, Abel mentioned first that the TOT of capital structure is not operative if
the tax rate is not compelling, meaning is shallow. In this situation, even when all
parameters that form the fundamentals of the TOT of capital structure are present, the
interest tax shield benefit will be fully offset by the financial distress cost or the default
cost. Firms can only borrow to the extent that the default cost does not start

overwhelming the benefit from low tax deductibility.
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The second situation is that the TOT of capital structure is not operative if the tax
rate is appropriately high but does not violate the condition for concavity of the value
function. The notion of concavity shows that the benefits of using debts will increase up
to a certain point then the benefits will start dropping if organizations continue to contract
debts. In this case, Abel (2018) explained that the benefits from the high-interest tax
shield cover the cost associated with a default of payment of debts. If financial leaders
tend to borrow as much as the lenders are willing to offer on the capital market, the debt
constraints do not exist anymore, rendering the TOT of capital structure not operative
anymore (Abel, 2018).

The third and final situation that Abel (2018) presented is the situation in which
the tax rate is neither too low nor too high. However, the current profit or earnings before
interest and tax (PBIT or EBIT) is lower than the critical value. A lower PBIT is an
expression of the low current value of an organization. Abel described this situation as
one in which the firm's borrowing capacity is strictly obligatory and not a result of the
management choice or decision. In this situation, the marginal benefit of the interest tax
shield exceeds the marginal cost of increased default probability; therefore, the TOT of
capital structure is not operative. According to Abel, the only situation that can render the
TOT of capital structure operative is when the tax rate is not extreme, meaning not too
low nor too high, coupled with PBIT above the critical value. In summary, Abel
demonstrated that the relationship between profitability and optimal borrowing depends
on the function of the TOT of capital structure, whether it is operative or not. Hence there

is a negative relationship between profitability measured in PBIT and the debt ratio
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measured as the leverage ratio. Able posited that an increase in firm PBIT decreases the
leverage ratio when TOT of capital structure is operative. This finding is consistent with
the empirical findings from other researchers.

Other Supporting and Contrasting Theories

One contrasting theory is the POT. Yildirim and Celik (2021) explained that the
POT is one of the most tested theories in many different countries and economies in the
1990-2020 period. Introduced by Myers in 1984 and modelled by Myers and Majful in
1984, the POT focuses on the assumption that organizations do not have a precisely
defined capital structure. Moreover, the shape of the capital structure results from
hierarchical financing decisions over time led by information asymmetry (Guizani, 2020;
Rao et al., 2019; Zerriaa & Noubbigh, 2015).

According to the POT, the shareholders rationally establish a specific financing
behavior which defines the order of acquiring funds to finance organizations (Yildirim &
Celik, 2021). The managers are risk-averse and prefer to use all risk-free means. The
risk-free means are respectively the retained earnings, less risky short-term debts, then
riskier financing means that are long-term debt and finally equity if financing is still
needed (Guizani, 2020). In the spirit of the POT, shareholders fund their business with
retained earnings. The external funders can only come in if the shareholders become
unable to grab any future benefits, increased profit and growth, due to the limitation of
their funding capacities. Rao et al. (2019) explained that the pillar of the POT is
information asymmetry because the consequences of adverse selection due to limited

access to information are severe and may lead to complete bankruptcy of big and small
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enterprises; it appears that it is safer for organizational leaders to use retained earnings
first vs. debt.

Acquiring more debts in the businesses is not the first decision that leaders
consider. These leaders understand that the most profitable organizations have a lower
debt ratio because their firms accumulate retained earnings and do not need to ask for
external funding (Rao et al., 2019). Yildirim and Celik (2021) tested the validity of the
POT for the firms that are listed on the Istanbul stock exchange and found that the POT
was valid for the choice behavior following the finding of numerous researchers. The
POT failed for high and low leverage firms, given that leverage firms prefer funding their
capital budgeting or growth with equity when profitability or retained earnings are not
sufficient. Meanwhile, low leverage firms prefer to borrow as their first choice.

Another competing theory to the TOT is the AT of capital structure. According to
Ankamah-Yeboah et al. (2021), Jensen and Meckling developed the AT in 1976 as
another competing theory of the TOT of capital structure and the particularity of the AT
is its inclusion of the agency issue in the definition of the capital structure strategy.
Berzins et al. (2019) noted that there could always be a conflict known as the agency
issue between the owners and managers. The managers do not always act in the interest
of the shareholders as theoretically assumed instead; they choose actions that will
maximize their utility. Ankamah-Yeboah et al. explained that the AT of capital structure
deals with the misalignment of managers’ interests with those of stakeholders. Tekin and
Polat (2020) explained further that in an agency relationship, one party, called the

principal, appoints another party, called the agent, to act on its behalf. Information
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asymmetry is also the cornerstone of AT; the agent gets real-time information faster than
the owners. The agent may have an incentive to use this information to serve their own
interests and not the principal’s interest, creating the conflict of interests known as an
agency issue.

Conflicts exist in a firm because the managers who do not own the organizational
capital may have interests that do not align with the firm owners’ interests. Zerriaa and
Noubbigh (2015) posited that the agency issue includes two types of conflicts, which are
conflicts between shareholders and managers and those between shareholders and
debtholders. Zerriaa and Noubbigh posited that conflicts exist because the managers do
not own or control the organizational capital. These managers can only get a fraction of
the gain from their profit enhancement activities, but they bear all the consequences of
their mismanagement. Managers tend to perceive the situation of bearing all the
mismanagement consequences but getting only a portion of their profit enhancement
decisions as an unfair situation (Naseem et al., 2020). Because managers do not own the
entire capital structure of the organization, they may tend to invest less effort in the firm's
management than expected and get more perquisites that they pursuit. To resolve the
conflict between shareholders and managers, the shareholders could acquire some
external financing that would commit managers to pay out free cash flow to extinguish or
honor the falling due liabilities (Naseem et al., 2020). Another aspect of the conflict
between shareholders and managers is that the latter may tend to be of short-term

investment horizon, unlike shareholders with a long horizon (Zerriaa & Noubbigh, 2015).
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Naseem et al. (2020) analyzed the impact of a chief executive officer’s (CEO)

characteristics on the performance of the firms in developing economies and understood
that the capital structure could serve as a reconciling technique of the divergency of
shareholders’ and managers’ characteristics. Naseem et al. found that the CEO with
duality in his role preferred more debt financing. CEOs with long tenure try to be
opportunistic and put their interest ahead of the organization's, creating an agency issue
and its corresponding cost. The use of debt in the financial structure mediates the link
between CEO characteristics and the firm's performance.

The discussions about capital structure theories are still active. They still need to
be more conclusive on what approach best explains the financial behavior of
organizational leaders when it comes to raising funds to finance their operational and
investment needs. As discussed in this section, several capital structure theories (TOT,
POT, AT, and others) are in use. The choice of a specific financial behavior depends on
certain factors, which are company-specific, industry-specific, and other factors country-
specific and the shareholder's horizon specific.

Determinants of Capital Structures

According to the existing research and literature, the notion of capital structure
and its determinants are fully conditional, as the validity of the outcomes of the existing
capital structure theories is not universally conclusive. Anisti and Chalid (2021) and
Sahudin et al. (2019) claimed that the word conditional means that leaders and scholar
practitioners agree that the determination or explanation of capital structures of firms is

not a cut and paste exercise, but the one that holistically requires the leaders and scholar
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practitioners to understand the industry’s and firm’s specific characteristics (L. Li &
Islam, 2019; Sahudin et al., 2019). When researchers analyze the determinants of the
capital structure, they attempt to explain the organizational level of debt because
explaining one component of the capital structure impacts directly the overall outcome
shape of the financing structure.

Determining the organization level of debts is important to business
organizations. Orlova et al. (2020) and Zerriaa and Noubbigh (2015) posited that
different practitioners use different measures, including the ratio of debt to the sum of
debt and equity in book values and the ratio of total debt to assets as indicators of the
organization’s leverage. Zerriaa and Noubbigh posited that the existence of different
theories on capital structures has presented numerous factors that determine the shape of
financial structure of firms and mentioned that the MTT enriched the analysis of capital
structure by identifying interest rate behavior, stock market performance, and variation in
the share’s prices as some of the elements that influence a shape of financial structure.
Other determinants include firm size and nature, profitability, growth opportunity,
tangibility and nondebt tax shield, the idea of retaining control, requirements of investors,
cost of floatation of new securities, timing of issue, corporate tax rate, legal requirements,
and ownership structure (L. Li & Islam, 2019; F. Shahzad et al., 2017; Swain & Das,
2016; Szomko, 2020; Zerriaa & Noubbigh, 2015). Firm size is a determinant of capital
structure.

Firm Size
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Different scholar practitioners use different measures to determine the size of
firm. Szomko (2020) and Fujianti and Satria (2020) posited that in their past literature on
the capital structure determinants, firm size has been measured in reference to the number
of the employees, the natural logarithm of total assets, logarithm of the net sales, the
logarithm of sales, and quit rate. The purpose of this research study is not to calculate the
firm size but to explore its effect on the shape of the financial structure of organizations.
According to Pratiwi (2020), the size of the firm could improve branding and market
share as well as more insight into the progress of organizations, as the bigger an
organization gets the easier the access to new funding avenues. Indeed, the size of the
firm influences the capital structure, but the controversy is on the way that firm size
affects the capital structure. Sudiyatno et al. (2020) explained that the firm size affects the
value of the business indirectly through its impact on profitability. Pratiwi explained that
as firm size is the proxy of the total assets that define and support the business line, the
higher the size the easier it gets for firms to access both internal and external funding.

Past researchers using the POT approach based on the asymmetry of the
information demonstrated the negative correlation between the firm size and the
organizational leverage. Zerriaa and Noubbigh (2015) explained that in the spirit of these
researchers, firm size can serve as a proxy for the information that outside investors
possess. Information asymmetry is lower for bigger firms, which increased their
preference for internal funding.

Growth Opportunity
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Growth opportunity is another determinant of capital structure. The effect of
growth opportunity on the determination of the capital structure is major and numerous
scholars and business practitioners support this view (Danila et al., 2020). According to
the AT, firms with large debt tend to invest in risky projects to pursue higher returns or
profits. The creditors bearing the default risk may end up being reticent to finance new
growth investment opportunities to mitigate their risk. Hence Zerriaa and Noubbigh
(2015) depicted the negative correlation between debt and growth opportunities. Danila et
al. (2020) corroborated that growth opportunity impacts negatively both debt ratio that is
capital structure and dividend yield that is dividend policy in line with the existing
theory. In fact, firms with high growth opportunities may contract debts to fix their
underinvestment and asset-substitution issues but should rely on internal financing to
realize growth (Danila et al., 2020). The growth opportunities to be financed internally
may affect negatively the payment of the dividend or the payout rate, as retained earnings
might be used to finance growth but will preserve the dilution of ownership. V. C.
Nguyen et al. (2019) found an opposite view for the estates companies that require a large
amount of capital with a slow payback period to be more inclined towards increasing
their financial leverage (debts) to fund growth, ensure solvency and firm’s efficiency.

Leaders of companies with an intense growth opportunity and lower bankruptcy
potential rely primarily on debt financing, depicting a positive correlation between the
level of debt and the presence of growth opportunities. Sutomo et al. (2020) explained
that the proponents of the TOT of capital structure, contrary to the AT that sustained the

negative correlation between growth opportunities and leverage, found a positive
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relationship between growth opportunities and debt ratio. Leaders of companies with an
intense growth opportunity and lower bankruptcy potential rely primarily on debt
financing, depicting a positive correlation between the level of debt and the presence of
growth opportunities (Sutomo et al., 2020). Growth opportunities affect the capital
structure of firms even if different theorists explain this effect differently.

Tangibility

Tangibility is another determinant of capital structure. According to Arif and Mai
(2020) and Okegbe et al. (2019), tangibility has become one determinant of the capital
structure that provides consistent effect on the capital structure because most of the debts
are backed up by real assets. In practice, controversies exist because it is not certain that
firms consider their fixed assets when considering financing activities (Arif & Mai,
2020). The word tangibility in this regard refers to the investment in noncurrent assets,
which is a proxy of capital budgeting or fixed assets (Okegbe et al., 2019; M. T. Rahman,
2019). The correlation between capital budgeting and capital structure is once more
confirmed in this section. In fact, according to the capital structure theories, the type and
volume of assets that a company holds determines the business line and can affect the
company's capital structure to avoid an underinvestment situation.

Company leaders that prefer the leverage option of financing their company’s
cash needs intend to limit the level of leverage when their debtholders demand to secure
their risk by having the right to use or seize the collateral assets of the indebted
companies. Sahudin et al. (2019) found that companies with fewer assets to use as

collateral to get debts are limited in the leveraging activities that form part of the capital
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structure and M. T. Rahman (2019) explained that the ability to get more external
financing increases with the increase in fixed tangible assets, is a positive relationship. To
measure ways the tangibility of assets can affect the leveraging, different authors use
measures, such as the ratio of intangible assets to total assets and the ratio of tangible
assets to total assets, as negatively and positively correlated with debt respectively.
Another ratio used in this same respect is the fixed assets to total assets, and this ratio is
positively correlated with the firm leveraging capacity (M. T. Rahman, 2019). Interest
rate is also a determinant of capital structure.

Interest Rate

Since the seminal works of Modigliani and Miller in 1963, scholars and business
practitioners have given considerable attention to the tax rate as one of the determinants
of the capital structure of organizations. The interest rate charged for debt is essential in
determining the capital structures only to the extent that the tax rate is impacting
company profitability (M. T. Rahman, 2019). The tax rate gives a capital structure
meaning to the interest rate via its deductibility in the taxable income. It provides the
deducting organization with more savings, which indicates a positive relationship
between the interest tax shield and the TOT of capital structure.

The trade-off theorists balance the benefits of interest-bearing debt tax shield and
the bankruptcy cost when they make organizational capital structure decisions.
Supporting the interest-bearing debt tax shield assertion, T. G. Nguyen et al. (2021) and
Mohammad et al. (2019) explained that the pro-trade-off theorists advanced that firms

reach the optimal capital structure only when the level of interest-bearing debts is at the
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level that maximizes the advantages of debt tax shields and minimizes the probability of
organizational bankruptcy. Nondebt tax shields are another determinant of capital
structure.
Nondebt Tax Shields

Capital structures are also affected by nondebt tax shields. Most of the current
analysis of the factors that determine firms' capital structures cite the debt tax shield as an
element that organizational leaders give more attention to in the capital structure
decision-making process (M. T. Rahman, 2019). Mohammad et al. (2019) explained that
the studies conducted by DeAngelo and Masulis in 1980 proved that some aspects like
deductions allowed by amortizations and the investment tax credit could substitute the
role of the interest tax shield or tax saving that debt financing brings in the capital
structure. Gharaibeh and Sager (2020) and Rao et al. (2019) found that the presence of
the nondebt tax shields could affect the shape of the financing structure in a negative
relationship with the debt component because firms with a higher level of nondebt tax
shields would not need to borrow much to invest instead would use these nondebt tax
savings to promote internal financing, and the opposite is true for firms with minor
nondebt tax-saving elements.
Legal Requirements

Legal requirements also affect capital structure. According to Liu et al. (2021),
the legal requirements may influence the composition of the capital structure depending
on the way that the legal authorities promote fiscal conformity (Dogan et al., 2019).

Blaylock et al. (2017) wanted to confirm the relationship between the conformity of the
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book-tax and organizational financing structures. Following the difference between tax
and book accounting profit, the call for conformity has increased its impact on company
financing and operating policies. Conformity is a remedy that aims to foster other values
initially relegated, such as a firm’s compliance cost, lower tax rates, and damp earnings
management, discouraging the use of corporate tax shelters and other tax avoidance
activities (Blaylock et al., 2017). Blaylock et al. confirmed that the call for conformity
between the tax and accounting incomes results in presenting one set of data and shows
lower earnings for conforming firms than firms that are not required to conform.
Blaylock et al. also posited that the call for conformity has changed the way that the
financial decision-makers decide on their capital structure due to the payoff asymmetry of
the debt investment.

Debtholders are more concerned with the security of getting their debts
amortized; hence, debtholders look at some parameters that mainly affect their behavior.
These parameters include comparing the value of the firm’s assets against its liabilities
and whether it has enough present and future cash flow streams to meet its current and
future obligations that become due. Based on these parameters, Blaylock et al. posited
that debtholders are less sensitive to the decrease in earnings informativeness than the
equity holders whose payoffs are more affected by the quality of the earnings. The
diversion in the payoffs resulting from the call for conformity means that an increase in
book-tax conformity might shift the capital structure toward debt.

Ownership Structure
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The ownership structure of organizations differs from one to another, and there is
not one unanimously accepted as the best structure of organizational ownership. Some of
the counted researchers in this field have indicated that the way that the firm's ownership
structure is organized impacts the way that leaders make capital structure decisions
(Aibar-Guzman et al., 2022; Hu et al., 2022; Nicodano & Regis, 2019). This capital
structure influencing factor has not formed a considerable part of scientific research.
Researchers have ignored the impact of the ownership structure on the capital structure
for quite a long time (F. Shahzad et al., 2017). For instance, F. Shahzad et al. (2017)
demonstrated that in the presence of managerial shareholding, managers are the
shareholders, the ownership structure is negatively correlated with the leverage ratio. In
the managerial shareholding ownership structure, part of shareholders may go less for
risky financing, resulting in a lower leverage ratio, and the same conclusions are valid for
an organization with a giant board of directors (F. Shahzad et al., 2017). The presence of
the nonexecutive members on the executive board may also affect the way that the
financing decisions are made. The presence or arrival of the nonexecutive member, also
called an outside board member, comes with a high-gearing ratio because board members
think that debt is the cheapest source of financing.

Capital Budgeting

Conducting a capital structure research study without including capital budgeting
is not a common practice because of their reciprocal interconnection. Brigham and
Houston (2021) and Swain and Das (2016) posited that firms’ leaders need capital to

grow and acquire additional assets. Firms’ leaders usually choose to finance long-term
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assets; that is, capital budgeting with long-term capital to preserve the financial
equilibrium (Bucur et al., 2019). When the requirement in capital exceeds the firm’s
ability to generate cash internally, firms must resort to external financing. Swain and Das
further posited that financial managers believe that capital structure decisions are
secondary in importance to operating decisions, especially those about the firms' capital
budgeting and strategic direction.

The irrelevance theory of capital structure posits efficient asset management as
the sole source of firms’ value. Brigham and Houston (2021) stated that the financial
appraisal of the opportunity to accept or reject the option to purchase assets depends on
net present value (NPV) of the project, that is dependent on the discount rate or WACC.
Brigham and Houston and Swain and Das (2016) explained that capital structure
produces an essential element that business leaders use to appraise project investment
economic viability, the WACC. In the spirit of Swain and Das, the ability of firms to
generate cash internally is a result of adequate capital budgeting that defines the
organizational production or business line. Firms' leaders borrow when they fail to reach
the required investment internally to generate cash internally; hence, a lower WACC will
help massive profitable investments for business organizations (Brigham & Houston,
2021).

Akhtar (2017) posited that a lower cost of capital increases the ability of the
organizations to get more debts to manage their WACC. It increases the possibility of
accepting more projects in investment decisions (Brigham & Houston, 2021). Although

the above assertion of the ability of debt to reduce the cost of capital is in misalignment
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with the second assumption of the Modigliani and Miller’s (1958) theory, the increase in
the debt portion of the capital structure pushes the shareholders to increase the required
return proportionally. The WACC remains unchanged; tax inclusion in 1963 as a
correction of the Modigliani and Miller model supports the assertion. The TOT of capital
structure aims to manage the liability to produce the optimal capital structure by
balancing the interest tax shield and the financial distress or bankruptcy. This optimality
means that the WACC is at its lowest economic level and the interest saving on its
highest economic level; hence, managing the liability is managing the assets.

The economic viability of the projects would determine their acceptance or
rejection. Hence, this economic viability analysis should be objective and include enough
analysis of parameters that will inform the decision-making process (Drenovac &
Drenovac, 2018). Drenovac and Drenovac (2018) suggested that the required cost-benefit
analysis of the project shall include the understanding and determination of the discount
rate (DR), return on investment (ROI), internal rate of return (IRR), NPV and the
payback period (PBP). In real business, leaders may have a problem analyzing all these
criteria and, sometimes, some of the criteria may not meet the business expectations.
Hence, Drenovac and Drenovac wrote that decision-making leaders should use a level of
their competency to compromise on specific analysis depending on the orientation of the
management and the materiality of the analysis. Capital budgeting can prompt and
influence capital structuring decisions or recapitalization. The recapitalization is done to
satisfy the need for capital budgeting. Drenovac and Drenovac (2018) explained that

modern organizational management has projects that are costly, long-lasting, and involve
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many assets and people to be completed. Hence, decisions to accept or reject a project
should be based on measurable parameters of which the result of capital structuring is
amongst through WACC.

Profitability

The role of profitability is critical in business organizations. Brigham and
Houston (2021) and Gunardi et al. (2020) explained that profitability is the ability of
firms to generate or earn profit. Profitability is the main reason business leaders,
especially in private sectors, implement financial strategies or decisions regarding capital
budgeting, capital structure, and growth. Haralayya and Aithal (2021) explained that
profit is at the heart of the efficient use of assets. Drenovac and Drenovac (2018) posited
that businesses can sometimes include strategic, not directly profitable projects that
represent an entrance to another class of directly profitable projects. Investors are
concerned about the return on the project investment, its return period, and the NPV of
future profits measured in terms of the present value of future cash flows of the projects
(Drenovac & Drenovac, 2018). The investors’ concern or interest remains valid
regardless of the nature, size, and length of projects.

Profitability and growth are strongly correlated. Alsharari and Alhmoud (2019)
and Bongini et al. (2019) stated that profitability is the main driving force for gross
domestic product growth, capital accumulation, and technical change. According to
Gbenga et al. (2023) and Shaik and Sharma (2021), a strategic firm is the one that poses a
judicious or optimal mix of equity and leverage that helps meet the financial performance

goal of stakeholders termed as profitability; profitability is at the center of the
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management’s financial decisions. With profitability being the ability for organizations to
realize a profit, Salustri (2017) pointed out that the first letter “P” in “profit” or
“profitability” stands for proactivity. The word proactivity means the ability for managers
and leaders to affect the profit of organizations through planning, effective and objective
decision-making processes; profit is then a result of managerial actions and decisions to
anticipate and adapt to change (Haralayya & Aithal, 2021; Salustri, 2017). In similar
fashion, profit does not just happen, but rather, it is planned and influenced by the
decision makers of the organizations, which represents management’s accountability, and
more importantly, ability. Instead of making decision based on intuitive analysis,
Drenovac and Drenovac (2018) posited that modern management requires the application
of positive global practice, which shows the verifiable, dependable, and realistic
indicators, arguments, and reasons of accepting or rejecting a project. In the investment
appraisal view of profit, the NPV, ROI, IRR and PBP are objective decision-making tools
that will determine the acceptance or rejection of the investment project.
Net Present Value

NPV is a measure of asset or project profitability. According to Dobrowolski and
Drozdowski (2022) and Peymankar et al. (2021), the NPV is the difference between the
initial project investment or initial cash outflow, and the present value of the future cash
inflows in each period discounted to the present at the required rate of return, which for
corporations is their WACC (Dobrowolski & Drozdowski, 2022). According to Drenovac
and Drenovac (2018), the present value of future cash flow represents the discounted

value of individual cash flows in each period. The amount of cash would give rise to the
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value of cash flows with an interest rate equal to the WACC,; the interest rate is used to
determine the discount factor. Profits are measured and ascertained only when the NPV is
positive to say that the management's decision is contributing positively to the value of
the business. NPV=(CF1/(141)+ CF2/(141)*+ CF3/(141)’+.. .+ CFu/(1+1)".

Discount Rate

The DR is the reference rate of the investment used to determine the net profit by
comparing costs incurred and benefits obtained over a long period. Drenovac and
Drenovac (2018) posited that the DR is the rate at which future cash flows are discounted
back to the present to see whether they are greater than the required investment today. It
is, for a company, the WACC.

In practice, the DR is the highest interest rate that investors would achieve on the
market. According to Groom et al. (2022), the DR helps convert future benefits and their
corresponding costs into measurable units of account called present value to assess long-
term project viability against present required initial or subsequent cost of investment.
Drenovac and Drenovac (2018) wrote that the DR has no significance for project
profitability analysis, but it plays a pivotal role in the “accept — reject” investment
decision-making process. The DR is the cost of capital to be invested; it represents the
weighted average of expectations or demands of the investors, both the shareholders and
lenders; hence scholar practitioners interchangeably use the DR or WACC to determine
the present value of future cash flows in dollar terms (Q. Li & Pizer, 2021; Swain & Das,
2016). WACC = (Ke X E/(Ket+Kp+Kd)+KpXP/( Ke+Kp+Kd)+KdXD/( Ke+Kp+Kd).

Internal Rate of Return
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The IRR is a realistic picture of the ROI. It represents the rate at which the
invested cash would bring profit during the observed period; hence, it is an important
parameter used during the project selection phase (Drenovac & Drenovac, 2018). The
IRR must be higher than the discount rate (IRR>DR) for a project to be qualified or
economically viable. In order words, when IRR>DR is verified, the project is ascertained
to be profitable to the organization. The IRR is expressed as a percentage and is the point
at which the required outflow today equals the NPV of all expected future cash inflows
from a project.

PayBack Period

The PBP is the cutoff point of cumulative expenditures and revenues. It measures
the moment that the cumulative cash inflow becomes positive as the cumulative revenue
exceeds the cumulative expenses (Drenovac & Drenovac, 2018). Investors that are time
horizon oriented used this measure to decide on project investment based on the period it
takes for the initial investment to be paid back or amortized. Investors that are short-term
or risk-averse will select a project for which the initial investment is amortized in a brief
period (Drenovac & Drenovac, 2018). In contrast, long-term-oriented investors or risk-
takers would do the opposite. On the side of operational appraisal view of profit,
accounting and analysis for operations of firms include other different measures of
efficiency and profitability. Swain and Das (2016) posited that these operational
measures are variously determined and analyzed through different ratios: ROA, ROE,
return on capital employed (ROCE), and EPS. The ROA ration is also a profitability

ration.
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Return on Assets

The ROA ratio is a profitability ratio that measures the net income produced by
the total assets during a period by dividing net income by the average total assets. In fact,
the measure of the ROA is the determination of the management's ability to efficiently
use the capital invested and entrusted to them by the shareholders to generate profit
during a given period (Swain & Das, 2016). Swain and Das (2016) explained that this
measure is significant, as it determines the ability of the managers to convert asset
investments into profit because the stakeholders invest money in the capital assets, and
the return is measured in profits. ROA= (Net profit after tax/ Total Assets) X100. This
ratio is a measure of how profitable the company's assets are and how efficient
management is at converting assets to income (Swain & Das, 2016). Hence, the ROA
forms a link between two financial statements namely income statement (bottom line
profit) and balance sheet (left side of total assets).
Return on Equity

The particularity of the return on equity is that it measures the ability of a firm to
produce profit in a situation of full financial autonomy. Swain and Das (2016) explained
that this ratio of profitability measures the ability of the company to produce a profit with
only internal source of funding from its shareholders or equity; it is a measure of
economic efficiency of each dollar invested by the shareholders. The ROE is one of the
analyses of the profit that potential investors check before deciding to invest in a firm
because they would like to assess how efficiently the firm’s management can manage the

investment to generate profit and secure the growth of the company (Swain & Das,
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2016). ROE= (Net profit after interest and tax/owners’ equity). It shows how adept

management is at using each equity dollar invested in the firm to produce returns above
the WACC and is therefore a key financial metric for stockholders.
Return on Capital Employed

ROCE is a measure of the satisfactory return that investors anticipate by running
the business operational risks. Gunardi et al. (2020) and Swain and Das (2016) posited
that the primary aim of an investment is to get a profit and confirmed that the ROCE is a
measure of the satisfactory return that investors anticipate by running the business
operational risks. The ROCE is sometimes referred to as ROIL. The notion of ROI has
become a preoccupation of the investors, as they desire to know the rate at which their
investment will be amortized or returned. Drenovac and Drenovac (2018) posited that the
ROl is a measure of the rate at which the sum of the present value or discounted cash
flows will be equal to the initial investment, since the initial investment equates the
present value of cash flows, the total cash flow or the NPV is nil. ROCE=ROI= (EBIT/
Capital Employed) X100. With EBIT= earnings before interest and tax. It is a measure of
profitability of companies before the tax and capital structure effects.

Earnings Per Share (EPS)

This financial metric is important to shareholders and all stakeholders. Since
shareholders claim a certain level of payment of dividends on the company they invest in,
EPS is, according to Swain and Das (2016), the most important financial metric for
shareholders because it affects the company's famous dividend policy and market value.

Hence, consistent growth in the measure of EPS year after year indicates a soundtrack of
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profitability. EPS = (Net profit after Tax and Preference dividends/ Number of shares)

X100.
Growth

Growth is the sign of prosperity of the organizations and demonstrates as a proxy,
the efficiency in the management of the organization. According to Chaudhuri et al.
(2020), lack of access to finance is a significant obstacle to the growth of SMEs,
especially in developing countries. Sahabuddin (2017) posited that the growth of firms
has a positive impact on the firm's capital structure. Growth is the sign of prosperity of
the organizations and entails the efficiency in the management of the organization, which
includes management of the capital structure. Sahabuddin cited the POT and posited that
if the growth of the firm assets is higher than the internal financing, firms’ leaders resort
to external financing in the most prudent way that depicts the ultimate intention to
preserve control of the firms.

Sahabuddin (2017) explained that in the presence of the agency cost with
debtholders, company leaders could use the collateral assets to mitigate the debtholders
uncertainties, as the risk decreases in the presence of the collateral assets and debtholders
feel free and secured to provide more debts to an organization. Consequently, the assets
that form the capital budgeting strategy of the companies can determine the shape of the
capital structure of the organizations (Sahudin et al., 2019). This growth is the positive
delta of the noncurrent assets period on period.

Growth is a paramount organizational objective, as it secures the firm's future and

forms protection of the companies against the market’s unpredictable, and often
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destructive, conditions. Geenen (2014) analyzed the relationship between DRC industrial
mining companies and artisanal and small-scale mining (ASM) and showed that the
arrival of big mining companies created dispossession and displacement to the detriment
of long-time artisanal miners. Although the local government recognized the legal
existence of artisanal miners, the reality is that artisanal miners often clash with industrial
miners in the manner that they become losers in most of the clashes.

Governmental organizations and scholar practitioners have not left the issue of
artisanal mining outside their scope of actions and plans. Kale (2016) wrote that
numerous fruitless efforts had been made to develop artisanal mining in DRC using
political grounds, such as Section 1502 of the Dodd-Frank Act. The political regulation
did not prove efficient in resolving the condition of artisanal mining in the DRC. Kale
recommended recognizing artisanal mining as a viable form of economic opportunity,
and its imperative role in building live hood in the DRC should never be underestimated.
Analyzing the inability of the local capital market to boost local investment, Deberdt
(2021) wrote that the government facilitated or eased the issuance of mining titles to
attract foreign investment in the country by anticipating the arrival of large-scale mining
investors. The rapid distribution of mining titles did not lead to a resumption of industrial
mining, which remained largely artisanal in the DRC (Schiitte & Néher, 2020). Indeed, it
appears that if the legal actions could not bring growth of the artisanal mining in the
DRC, the financial actions, such as the recapitalization or capital structure decisions,
creation of an adequate capital market, and other similar ones may be opportune.

Vertical Growth or Integration
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Vertical integration is critical in the operations of business organizations.
Loertscher and Riordan (2019) defined vertical integration as the degree to which a firm
owns its upstream suppliers and its downstream patrons. The expansion of activities
downstream is referred to as forwarding integration, and enlargement upstream is the
backward integration. In the actual managing of a business, vertical integration is another
variety of growth (Loertscher & Riordan, 2019). Numerous studies in this regard are
concerned with the impact of vertical integration on the price of the goods and services
that affect the organization’s profitability. Beck and Scott Morton (2021) posited that
theories are divergent about the effect of vertical growth or integration on organizational
profit. Two main strands or schools of thought have been noted, which are foreclosure
and efficiency.

According to the foreclosure view, companies merge or integrate with their
suppliers to reduce competition with their rivals; thus, reducing the competition on the
market will increase the product price on the market. Beck and Scott Morton (2021)
posited that by contrast, the efficiency view fosters vertical integration as a source of
increased productivity, reducing the product prices that is the positive association effect
of vertical integration. In any view, vertical integration is a form of growth that requires
financing to be achieved. Thus, this integration may affect the structure of the capital.
Horizontal Growth or Integration

Horizontal integration is also an important component of the operations of
business organizations. Loertscher and Riordan (2019) posited that market leadership is

supposed to be achieved through gaining core competencies or specializations via market
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integration. Gaining market share is pivotal to a firm’s success and profitability.
Horizontal integration is the acquisition of further business activities at the equivalent
level of the worth chain (Loertscher & Riordan, 2019). Horizontal integration can be in
the form of internal growth or external growth achieved through mergers and acquisitions
of companies producing similar goods and services, but goods and services can also be
unrelated in horizontal growth (Loertscher & Riordan, 2019).

Social Growth

Business leaders should not take net profit as the only determinant of firm success
and cannot ignore the quality of life and environment aspect, and the nonnumerical
growth indices that accompany mining. Hilmi et al. (2021) explained that the introduction
of the stakeholder’s theory by Freeman and Reed in 1983 put an end to the old
stockholder’s theory that was based solely on satisfying the interest of the shareholders
and included various other parties in the quest for satisfaction.

In support of the stakeholder’s theory, Hilmi et al. (2021) posited that Freeman
and Reed further introduced a fundamental construct of corporate social responsibility
(CSR) in 1983 known as the theory of legitimacy, which stipulates that the organization
and the surrounding communities are bound by a social contract directly or indirectly;
hence, these communities cannot be left out of the company's goals (Hilmi et al., 2021).
The notion of CSR has evolved to include the need for organizational sustainability by
emphasizing environmental sustainability, which is critical for organizations' long-term
success and survival (Hilmi et al., 2021). CSR has become crucial in the modern era of

scarcity of resources, shrinking profit, fierce competition, climatic change, and social
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misbehavior, creating a need for regulation of businesses worldwide to control the
organizational impacts on the quality of life. Hilmi et al. (2021) posited that scholar-
practitioners gathered efforts to put in place the triple bottom line concept that is based on
the 3Ps formulation introduced by Elkington in 1994: profit (economic), people (social)
and planet (environmental). Successful organizations must be socially responsible by
paying attention to the 3Ps above, finding a balance between them without compromising
the business principles and strategic goal.

In most mining hubs, we find the presence of artisanal mining. The impact of
artisanal mining is not only financial; indeed, artisanal mining can affect the health and
well-being of people negatively. Smith et al. (2016) explained that ASM is a critical
strategy to reduce poverty around the world, but at the same time, ASM is notoriously
dangerous because of the mercury contamination from artisanal gold mining activities in
the DRC (Smith et al., 2016). Smith et al. explored the impact of ASM mining on health,
safety, and the environment and disappointingly noted the deterioration that artisanal
mining can cause.

Bashwira and van der Haar (2020) explored the relationship between artisanal
mining and sexual violence and concluded the presence of ASM companies contributes to
the increase of sexual violence in the DRC because women around the ASM site are
likely to experience sexual violence or harassment. Kelly (2014) wrote about the mining
companies in the DRC and emphasized more the war attributes of the DRC. Kelly desired
to know the way that the national army and an array of armed groups have exerted

control of mining towns and developed illegal or artisanal mining organizations in the
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DRC. Maclin et al. (2017) did not worry directly about the growth of mining companies.

However, they worried about what makes the men and women enter the ASM industry.
Maclin et al. found that the scarcity of grown big-scale organizations left no other option
to the dying local communities of men and women in the DRC who are in the majority
under qualified to compete on the labor market for ASMs. The continued existence of
nongrowing ASM constitutes a loss of the growth opportunity of the country, as Deberdt
(2021) confirmed that artisanal mining escaped, and continues to escape, the control and
actions of the government. The DRC government is promoting large-scale industrial
mining.
Transition

In Section 1, I endeavored to provide a foundation of the research study to
elucidate the research problem, the purpose, and the nature of the research. I also
included the interview questions; conceptual framework; and assumptions, limitations,
and delimitations of the research. To conclude Section 1, I added the significance of the
study and the review of the professional and academic literature. The literature review
section included a focus on the following specific selected concepts: capital structure
theories, the determinants of capital structure, capital budgeting, profitability, and
growth.

In Section 2, I will include the restatement of the purpose of the research, role of
the researcher, participants, research methodology and design, population and sampling,
ethical research, data collection instruments and technique, data organization technique,

data analysis, and reliability and validity. In Section 3, I will provide the findings,
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applications to professional practice, implications for social change, recommendations for

action and further study, my reflections, and a general conclusion.
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Section 2: The Project

The primary role that investors seek in making their investment decisions is the
realization of profitability that brings growth (Gunardi et al., 2020; Swain & Das, 2016).
According to F. Shahzad et al. (2017), an enterprise includes a logically organized
sequence of tasks, functions, or processes that are important and performed by different
important departments. The finance department deals with the ultimate shareholder’s
wealth management, investment appraisal (i.e., capital budgeting), and financing
assessment and conclusion (i.e., capital structure decisions).

The investing entrepreneurs and leaders of the organization combine different
strategies and effort to support the creation of profit and growth of their organizations;
the nature of the decisions is capital budgeting, working capital, and capital structuring or
recapitalization, which is at the center of this research study (F. Shahzad et al., 2017).
Knowledge of strategies to obtain a capital structure that will catalyze the profit and
growth of mining companies in the developing countries becomes uncontestably one of
the ways to satisfy the stakeholders’ aim. In Section 2, I present a discussion related to
the following subsections: purpose statement, role of the researcher, participants, research
method and design, population and sampling, ethical research, data collection
instruments, data collection technique, data organization technique, data analysis, and
reliability and validity.

Purpose Statement
The purpose of this qualitative multiple case study was to explore strategies that

leaders of DRC mining companies use to develop capital structures to catalyze
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operational profit and growth. The target population included three business leaders of
three operating mining companies in the DRC with successful experience in developing
capital structures to catalyze operational profit and growth. The implications for positive
social change include fostering and securing corporate growth that could generate more
taxes for the country. Government officials could use this additional tax money to invest
in social and welfare projects, redistribute the revenue to balance lifestyles, and reduce
poverty in the country. The other benefits of profitability and growth include providing
employment security to local community members, enabling community members to pay
their living and education expenses to reduce delinquency and foster peaceful national
development.
Role of the Researcher

The role of the researcher is to present the research study that builds on the body
of knowledge in a consistent manner that could foster dependability and reproducibility
(Pek & Flora, 2018). The researcher plays an essential role in determining the quality and
quantity of information that may be relevant to the study. To achieve the objectives
mentioned above, the researcher’s role in the data collection step embraces the detection
and recruitment of relevant study participants, maintenance of the appropriate level of
communication, set up of the research process to facilitate the execution of the research,
and the collection of the data necessary to analyze and present the results of the research
study (Fox & Alldred, 2018). As the primary research instrument, the researcher as well

as any other participants may tend to present facts, events and data in their own context,
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culture or worldview affecting the qualitative research process (Bergen & Labonté,
2020).

Researchers should demonstrate objectivity by putting aside their pre-conceptions
and acting nonjudgmentally in line with Bergen and Labonté (2020) who acknowledged
that biases in qualitative research are often intractable but must be minimized. As the
primary research instrument, my role was to manage the entire process of the research
study that included definition of concepts, collection of data from diverse sources both
primary and secondary, conduct semistructured interviews using open-ended interview
questions, transcribe semistructured interviews, analyze data collected to obtain codes
and themes, and minimize my own bias.

To collect relevant data for the research study, Yin (2018) advised the use of
diverse sources of data to increase credibility, including semistructured interviews with
open-ended questions to allow discussions and emergence of new themes and the
documents that organizations make available for public consumption. I conducted
semistructured interviews and reviewed corporate records that participants had
permission to share or that were publicly available to collect data from diverse sources
for this research study. I contacted industry leaders using Zoom, Teams, emails, and
telephone calls that assisted in developing a reference list of qualified prospects from
which I identified and recruited relevant participants.

Bergen and Labonté (2020) posited that researchers conducting a qualitative study
can intentionally use their experience or previous knowledge to create or influence new

knowledge or understanding, which is the often-inevitable reproach by detractors of
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qualitative studies. Qualitative researchers have the promotion and safeguard of the
validity of their studies on their checklist at any stage of the research study (Arifin,
2018).

Qualitative researchers reach objectivity and demonstrate emotional maturity
during the data collection phase to minimize researcher bias (Bergen & Labonté, 2020).
Since 2006, I have been in daily contact with the financial management of international
mining companies [ worked for and saw them grow. With my long experience of more
than a decade in the mining industry that produces prime and base metal, I have gained a
proven understanding of mining finance and business growth pre-requisites that might
affect the collection, analysis, and interpretation of data.

Building the capital structure itself is still an untapped experience of my
professional career. My prior experience as a senior mining finance manager for more
than a decade allows me to have a realistic view of a wide range of strategic financial
decision-making processes. Working with industry members in mining companies in
Africa extended my experience and exposure to include an extensive variety of
circumstances and drivers that may explain companies' positions, strengths, weaknesses,
and possible remedies. I used my experience to frame my open-ended interview questions
that promoted identification and discovery of facts that could explain diverse experiences
of participants. Familiarity with finance executives in the mining industry also assisted
me in identifying and recruiting relevant and purposeful representative group of

participants willing to freely share experiences and insider’s data.
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Ethics are the body of rules that define right and wrong or the norms of actions
and conducts that consolidate the validity of the research, as they promote truth and
knowledge objectivity and help avoid and minimize errors (Bergen & Labonté, 2020). In
line with the work of Arifin (2018), application of ethicality is a permanent requirement,
as researchers should consider the ethical issues during all the phases of a qualitative
research study to maintain an equilibrium between the research’s potential risks and
rewards at any time.

Green and Thorogood (2018) explained that the role of the researcher is not to
decide between competing views, opinions or ideas; or to undermine or privilege the truth
of one participant amongst others, but to understand with objectivity the reasons
participants describe the world the way they do. Researchers have an obligation to
conduct their studies ethically and in accordance with the guidelines of The Belmont
Report protocol (National Commission for the Protection of Human Subjects in
Biomedical and Behavioral Research, 1979). According to The Belmont Report protocol,
researchers should adhere to three basic ethical principles when their studies involve
humans: respect for persons, beneficence, and justice (National Commission for the
Protection of Human Subjects in Biomedical and Behavioral Research, 1979).
Researchers fostering the respect for persons principle promote sovereignty of
participants; researchers must also recognize that some participants may have restricted
freedom and act accordingly (National Commission for the Protection of Human Subjects
in Biomedical and Behavioral Research, 1979). Researchers that foster the beneficence

principle protect the participants against any harm while they maximize benefits
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(National Commission for the Protection of Human Subjects in Biomedical and
Behavioral Research, 1979). Researchers that promote the justice principle treat
participants impartially regarding potential gains or benefits and weights or burdens that
the research process may carry along (National Commission for the Protection of Human
Subjects in Biomedical and Behavioral Research, 1979).

The Belmont Report protocol enforces the application of ethical principles that
relate to obtaining informed consent, assessing risks and benefits, and selecting
participants. The informed consent requires the researcher to ensure that the disclosure
and the holistic understanding of information is effective, and clear to participants, and
that participants can voluntarily withdraw from the study (National Commission for the
Protection of Human Subjects in Biomedical and Behavioral Research, 1979). As an
ethical researcher, I abided by (a) the Belmont Report protocol’s ethical principles, (b) all
requirements of the Institutional Review Board (IRB), and (c¢) any additional ethical
requirements of the organizations that participated in this research study.

To conform to the Walden University’s guidelines, I did not start the data
collection phase of my research study until the IRB approved my application and gave
me authority. Adhering to ethical guidelines, I sent an invitational email to potential
participants. Upon receipt of an email response from potential participants showing
interest in participating, I emailed the informed consent form and asked the participants
to read it carefully. I then explained the informed consent process to the participants
before conducting the interview, allowing the participants to understand this research

study before deciding whether to participate. In this research study, I ensured that



64

participants knew that their participation was voluntary and that they had the option to
withdraw from the study at any time without providing a reason. Finally, I informed
participants that I would keep all their information confidential.

Researchers can influence the quality of the research study by bringing their
appreciations, experiences, values, and beliefs into the research process; however, Yin
(2018) and Bergen and Labonté (2020) recommended mitigating the researcher’s
individual bias by using member checking. It is also important for the researchers to
avoid creating additional bias to eliminate previously existing specific bias. To address
potential biases and preserve research validity, researchers should resort to using member
checking in their studies (Caretta & Pérez, 2019). Using member checking allows
participants to review and validate the researcher’s interpretations of participants’
answers to interview questions (Brear, 2019; McGrath et al., 2019). Brear (2019)
maintained that researchers use member checking to enhance the accuracy and
transferability of qualitative research results. The member checking process is also
potentially transformative or emancipatory, as it empowers participants to shape the
research agenda to reflect their priority issues and influence the way researchers represent
them in their final report (Brear, 2019). I conducted member checking by providing
participants with my interpretations of their answers to interview questions and asking
participants to verify that my interpretations of their answers were accurate and depicted
their actual experiences.

In qualitative research studies, interview protocols are essential to guiding

researchers during the interview process to ensure that researchers are consistent when
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conducting the interviews and sharing the same information with all participants during
the interviews (Shen, 2018). According to Majid et al. (2017), interview protocols can
help identify flaws and limitations during the interview process. Majid et al. emphasized
that interview protocols should favor open-ended questions to stimulate discussions and
gather more details during the interview sessions; interview protocols promote free
expression between the researcher and the participants. Mueller (2019) explained that the
interview protocol is semistructured, typically allowing the researcher to deepen the
enquiring questions by asking relevant follow-up questions to the answers provided by
the participants. Mueller additionally posited that an interview protocol, which is a
request for stories, should include a few steps: (a) a selection of a phenomenon of
interest, (b) a description of the interview process, (c) the definition of the phenomenon,
(d) a request of the story about an episode, (e) request story about the phenomenon, and
(f) additions and amendments. [ used an interview protocol (see Appendix) to direct the
interview process and share identical information with all participants, which increased
consistency of the interview process. My interview protocol included a succinct
explanation of the purpose of the study, the targeted population, the implications for
positive social change, and the different steps of the interview process (see Appendix).
Participants

Before starting the data collection phase of their studies, researchers should
identify relevant participants (Tiselius, 2019). Averitt et al. (2020) explained that
researchers establish participants’ eligibility criteria that align with the overarching

research question of the study. The process of identifying, selecting, and getting access to
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participants from a large population can be challenging (Averitt et al., 2020). Some of the
most cited challenges that researchers face include finding a suitable organization and
gaining access to the organization (Averitt et al., 2020). Furthermore, obtaining
participants’ agreement to participate in the research study is another challenge, as the
participants’ acceptance requires that they trust the researcher to deal with their
confidentiality (Tiselius, 2019). I obtained access to the participants using my network as
I have been working for more than 15 years in the mining industry. I contacted the
identified participants using phone calls, Microsoft Teams, and emails; physical meetings
were not appropriate.

Eligibility criteria for participation in research studies may vary depending on the
purpose of the research study and its design and may include parameters such as age,
gender, and experience with the phenomenon under study (Green & Thorogood, 2018).
Potential study participants become eligible if they possess experience in the
phenomenon under scrutiny (Green & Thorogood, 2018). As part of my role, I set the
eligibility criteria of participants based on participants' experience and interaction with
strategies that leaders of DRC mining companies use to develop capital structures to
catalyze operational profit and growth. Qualified participants had at least 5 years of
successful experience with strategies that leaders of DRC mining companies use to
develop capital structures to catalyze operational profit and growth.

I used the purposive sampling method to identify three business leaders of three
operating mining companies in the DRC with successful experience in developing capital

structures to catalyze operational profit (ROA and/or the ROE) and growth. The



67

participants were at least 18 years of age and worked in the mining industry for at least
15 years. These participants were suitable for this research study because of their proven
experience and skills in developing capital structures to catalyze operational profit and
growth.

Researchers should develop strategies to overcome the challenge of gaining
access to participants and their qualified organizations (Averitt et al., 2020). As one of
the strategies to overcome this access challenge, Tiselius (2019) suggested that
researchers should consider maintaining an appropriate level of communication with
relevant organizational leaders, understand the target population, and use several methods
for recruiting participants. It is of paramount value to discuss the intention to conduct the
research study with critical personnel of the targeted organizations that have previously
dealt with the research topic (Tiselius, 2019). I discussed with executives from the
qualified mining companies my intention to conduct the study and recruited them for my
study using emails, Teams, and telephone calls.

Researchers should build trust and acceptance with study participants to facilitate
the data collection for their research studies (Tiselius, 2019). Establishing and
maintaining working relationships between participants and researchers is beneficial, as it
creates trust in both parties and allows easy flow of the data collection process (Yin,
2018). To build trust and favor acceptance for my research study, I engaged with
identified participants regularly to collect rich data using emails, Microsoft Teams, and

telephone calls.
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Yin (2018) posited that the researchers should select an appropriate research
design that will align the overarching research question with research study participants.
To allow researchers to gather relevant data from participants to answer the central
research question, participant selection process and criteria should aim at identifying and
recruiting participants with knowledge and experience related to the phenomenon under
study (Novek & Wilkinson, 2019; Puolakanaho et al., 2019). I identified and recruited
participants possessing knowledge and experience in the phenomenon under study, which
is the strategies used to develop capital structures to catalyze operational profit and
growth.

Research Method and Design

Researchers are responsible for exploring and selecting a research method that
they will use to answer specific research questions (Alavi et al., 2018). Yin (2018)
explained that the correct selection of the research method and design helps the
researcher meet the goal of the research study. Three main research methods that scholars
use to collect and analyze data and present the findings are qualitative, quantitative, and
mixed methods (Saunders et al., 2019).

Research Method

In line with LaPlaca et al. (2018) and Saunders et al. (2019), the qualitative and
quantitative methods, with their variant or combination called mixed methods, form the
three options that researchers have to conduct studies. Alavi et al. (2018) implied that in
the turmoil of the selection of the right research method, the researchers could follow

some indicators to guide their choice: current theories, extant research, and the specific



69

research inquiry. Hence, researchers must have a clear understanding of the purpose of
the study and the most suitable method to answer the study’s central research questions
(Alavi et al., 2018).

The qualitative research method is a subjectivist approach that researchers choose
to explore the descriptive accounts and similarities and differences of various social
phenomena (Levitt et al., 2018). This definition of the qualitative method implies that the
qualitative method is focused on applied and theoretical discoveries. McGinley et al.
(2020) posited that unlike quantitative researchers, qualitative researchers seek
understanding of the way things work in a given context, which will allow the generation
of theories and advancement of knowledge.

I selected the qualitative research method to explore and understand the strategies
that leaders of DRC mining companies use to develop capital structures to catalyze
operational profit and growth. Yilmaz (2013) further explained that the qualitative
research method aims at exploring the dynamic reality of events through a framework
that is value-laden, flexible, expressive, all-inclusive, and penetrating to context. Nyumba
et al. (2018) also explained that qualitative researchers ask questions and engage in
interactive discussions with participants to collect relevant data.

The quantitative research method is an objectivist epistemology that seeks to
justify, demonstrate, and prove the occurrence of the observed phenomena (Flick, 2022).
The quantitative research methods require the researchers to set hypothesis, test them to
reach acceptance or rejection of the constructed hypothesis (Barroga & Matanguihan,

2022; Yilmaz, 2013). Walsh et al. (2021) explained that the quantitative research method
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is the most accepted research method because of its connection to physics, allowing
researchers to conduct research in the physical sciences objectively.

Quantitative researchers articulate theoretical implications in order to predict
patterns by using statistical software or logistic regression on randomly collected samples
(Kuzey et al., 2019; LaPlaca et al., 2018; Zheng et al., 2018). Additionally, Flick (2022)
posited that researchers use the quantitative research method to gain an objective view of
the reality of social facts. Flick implied that the quantitative method is structured, and any
researcher can use it by following the established path, template, and proven procedures.
The advantage of the quantitative research method is that it allows researchers to obtain
easy verification, replicability and generalization, and avoid becoming the instrument for
data collection (Yilmaz, 2013). I rejected the quantitative research method because I did
not have hypotheses to test; instead, I became the research instrument for data collection
in this research study.

The mixed methods research methodology, a combination of the qualitative and
quantitative research methods, is a complex research approach that requires the research
to assess the opportunity for its selection (Ivankova & Clark, 2018; Lucero et al., 2018).
Lucero et al. (2018) wrote that the researchers use the purpose of the study and the
central research questions to determine if the mixed methods are relevant or if a single
approach is rather warranted. There are limited situations where researchers objectively
have to use both the qualitative and quantitative research methods together to answer one
research question (Lucero et al., 2018). I rejected the mixed methods research

methodology because I did not have any hypothesis to test in this research study.
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Research Design

Research designs are a subdivision of research methods and represent a plan
researchers use to obtain answers to the central research questions and the choice of the
suitable research design is based on the understanding of variety of research objectives,
ranging from exploratory to confirmatory research questions (Gravlee, 2022). Yin (2018)
defined the research design as a set of systematic and logical processes that helps
researchers achieve reliable research conclusions. Researchers objectively select the
research design based on the selected research method, the research question, target
population, source of data to be collected, and the technique to use to analyze the data
(Gravlee, 2022).

Researchers using the qualitative research method could use several research
designs, including the narrative design, grounded theory, ethnography, phenomenology,
and case study (Tarnoki & Puentes, 2019). Researchers use the narrative design to
identify life stories and experiences, retelling the information gathered from the narrative
interview sometimes in the form of a transcript or a report (Heilmann, 2018). I rejected
the narrative research design because I was not just retelling the story. Rutberg and
Bouikidis (2018) wrote that the grounded theory design deals with investigating actions
and effects of the behavior in a culture by using historical data such as photos or objects.
I rejected the grounded theory design because I was not interested in explaining behavior
in a specific culture. The grounded theory design can help the research discover logic or

theories grounded in the data.
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Rutberg and Bouikidis (2018) further explained that researchers use the

ethnographic research design to explain the way culture is defined, the behavior
associated with culture, and how this culture is comprehended. Researchers use the
ethnographic research design to understand shared meanings that brings a specific
behavior of a group over time (Bass & Milosevic, 2018). I rejected the ethnographic
research design because my study was not trying to understand shared meanings of a
specific behavior of a group of people over time. Researchers use the phenomenological
research design to understand past lived experiences and uncover meaning of these
experiences (Rutberg & Bouikidis, 2018).

The phenomenological research design is also defined as a research design that
researchers use to understand and describe the meaning of individuals’ lived experiences
concerning a specific phenomenon (Ataro, 2020; Webb & Welsh, 2019). I also rejected
the phenomenological research design because my research study was not about
exploring individuals’ past lived experiences related to phenomena.

I selected the multiple case study design to preserve validity of my research study
and allow comparison of results across different cases. Yin (2018) posited that the case
study research design is appropriate when researchers seek to explore a phenomenon or
an event within its real-life context and environment. Muzari et al. (2022) explained that
researchers use the case study research design to obtain an in-depth analysis of people,
events, decisions, institutions, or social systems. The case study design is flexible, as
researchers can deal with a variety of evidence that will foster triangulation (Muzari et

al., 2022).
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Johnson et al. (2020) posited that researchers should collect enough high-quality

data to help achieve data saturation. Researchers achieve data saturation when they do not

get anymore additional new information from the collected data (Hayat et al., 2021;

MacDonald et al., 2021). If I had not reached data saturation with three participants, I

would have conducted additional interviews until no new information or themes emerged.
Population and Sampling

Qualitative researchers have the responsibility to preserve the trustworthiness of
their studies by selecting a suitable sampling method (Maung et al., 2021). One of the
sampling methods available for use is the purposive sampling. The purposive sampling
method is an informed selection of specific participants meeting the established
participating criteria that would maximize the chances to observe phenomena under study
(Collingridge & Gantt, 2019; Serra et al., 2018). As a result, I used purposive sampling to
help identify only well-informed participants that would serve the purpose of my research
study and meet the established participation criteria.

Yin (2018) posited that since there is no predetermined reference sample size to
use as a benchmark in qualitative case studies the qualitative researcher should use the
nature of the study, required level of data richness, and the generalizability of the sample
to the larger population to determine the sample size. Collado-Mateo et al. (2021) posited
that study participants should have direct experience and contact with the topic under
investigation to serve the purpose of the research. It is challenging for a qualitative
researcher using a case study design to determine the suitable sample size (Yin, 2018). As

a guidance, Yin suggested two to three replications should be an acceptable number of
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cases if data saturation is reached. For this research study, I collected data from three
business leaders of three operating mining companies in the DRC with successful
experience in developing capital structures to catalyze operational profit and growth. I
reached data saturation with the three business leaders; otherwise, I would have
continued to conduct interviews with participants until I reached data saturation.

Qualitative researchers aim at reaching data saturation by selecting relevant
participants for this purpose. Data saturation is a description of a situation where the
qualitative researchers stop accumulating new information from continuing to interview
new participants (Hayat et al., 2021; MacDonald et al., 2021). Murphy et al. (2021)
explained that data saturation is a mutable concept not defined by any measurable guide
of the precise number of interviews and participants in a qualitative research study. The
number of interviews is quite irrelevant over the quality of the interviews and
participants; hence, conducting three to five semistructured interviews using open-ended
questions with participants meeting the established participation criteria may allow
qualitative researchers to reach data saturation (Maung et al., 2021).

I conducted semistructured interviews using open-ended questions to gain rich
understandings from study participants to reach data saturation. I emailed selected
candidates an invitation to participate in this research study. I emailed the informed
consent form with an explanation to the participants who agreed to be part of this
research study.

Qualitative researchers should also ensure that the interview environment is

favorable to assist open dialogues with participants to gather more information. Ensuring
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that participants are not anxious during the interview sessions is critical (Fusch et al.,
2022). Maintaining an environment that fosters conversations between participants and
interviewers will allow easy flow of information and build rapport (Fusch et al., 2022). I
discussed with participants their preferred interview venues and settings to allow open
dialogues and reduce their anxiety in favor of constructing rapport and promoting open
communication. I informed the participants that the interview would take about an hour
and be recorded; no one objected.
Ethical Research

Ross et al. (2018) defined ethical research as the process of informing and
protecting human subjects consenting to participate in a research study. Obtaining
participants’ consent is vital to any research study and forms a dilemma for the researcher
to handle with adequate care (Garg & Khanna, 2021). Complying with the ethical
research process, I ensured that all participants signed the consent form before
participating in my research study; I received email acceptance as signatures. Verma
(2021) defined informed consent as a practice in which the researcher provides
participants with a translucent explanation of all risks, benefits, expectations, contact
information, and alternatives of a specific process before starting the research study. Garg
and Khanna (2021) further posited that the researcher must explain and answer any
participants’ clarifying questions about the informed consent in detail. Yin (2018)
identified a set of few important elements that should be part of the informed consent
form, namely the nature of the study, the role of the participants, the potential risks,

benefits and the contact details of the researcher. In line with many scholars’ practice and
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tradition (Garg & Khanna, 2021; Verma, 2021), I informed participants about their rights,

the risks and benefits of my present research study. Bazzano et al. (2021) provided a list
of topics that a researcher should consider to meet the regulatory intent of the informed
consent: (a) the fact that the researcher seeks consent for specific research and that
participation is voluntary; (b) the purposes of the research, the expected duration of the
prospective subject’s participation, and the procedures to follow in the research; (c) the
reasonably foreseeable risks or discomforts to the prospective participants; (d) the
benefits to the prospective participants or others that may be foreseeable; and (e)
appropriate alternative procedures or courses of treatment if any that may be
advantageous to the prospective participants. Participants of a research study can elect to
withdraw from the research study at any point without providing the researcher with the
reasons (Yin, 2018). I ensured that the participants understood that they have the choice
and ability to withdraw from the research process at any time without any consequences,
with no obligation to justify their choice, and they would remain anonymous as part of
my responsibility to promote confidentiality as well as privacy (Assan et al., 2022;
Ngozwana, 2018; Yin, 2018).

My consent form included words related to the fact that participants could have
withdrawn from this study without any adverse consequences. I informed participants
that they had the choice to withdraw from this study at any time by indicating to me,
either orally or in writing, their desire to withdraw. This withdrawal would not have had
any negative consequences. Thankfully, I did not receive any request for withdrawal from

any participant. Assan et al. (2022) explained that the researcher should guarantee
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participants’ privacy and confidentiality during the research process. It is also the
responsibility of the researcher to avoid creating ethical bias by ensuring that participants
know that their participation is voluntary and free of any form of cash or noncash
considerations at any point in the process or after the research process (Assan et al., 2022;
Kuang et al., 2019; Ngozwana, 2018). To avoid ethical bias and foster objectivity of this
research study, I did not make any form of payment or give incentives to participants
during or after the completion of this research study.

I was responsible for ensuring that participants met the selection criteria to
participate in my research study and were at least 18 years old. Regarding Walden
University’s IRB requirements, I did not start conducting any interview or data collection
process until I received IRB approval. I focused on securing participants’ safety and
followed the informed consent process. The IRB approval or authorization number is 03-
31-23-0284237.

Bazzano et al. (2021) theorized that the researcher should proceed to give key
information to the identified prospective participants to enlighten their adhesion or
rejection to participate in the research study. Bazzano et al. further explained that the
researcher should organize and present the informed consent form to facilitate
participants' comprehension using a simple customized communication style. After
preparing and organizing the informed consent form, I provided every identified
participant with a copy of the informed consent form and reviewed each element of the
consent form in detail. The individual review of the informed consent form with the

participants fosters the assurance that every participant has reviewed and understood the
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contents of the informed consent form (Garg & Khanna, 2021). Once I received an email
reply from the participant agreeing to participate in this research study, I emailed the
informed consent form and explained it to the participants.

I protected the participants’ privacy and confidentiality by taking necessary care
and protection measures during the data collection, storage, and analysis. King et al.
(2018) posited that maintaining collected information safeguards the privacy and
confidentiality of the participants. I used an external password-protected hard drive to
save and secure all electronic data collected. I ensured that I coded the names of
participants and their organizations on a password and a Kaspersky-protected laptop used
for interviews and data storage. To complete a research study, a researcher endeavors to
deliver solid research findings that are ethical and trustworthy, ensuring a controllable
impact on the study participants (Bussu et al., 2021; Shay, 2021). I kept all recorded and
written data in a safe drawer with restricted access. I will endeavor to erase, delete, shred,
and tear up all soft and paper-based data collected after 5 years. I used all data collected
for the unique purpose and scope of this research study.

Data Collection Instruments

Numerous qualitative research scholars agree that researchers form the principal
instrument in a qualitative research study, as they play a crucial role in data collection,
interpretation, and analysis, and the presentation of results (Yoon & Uliassi, 2022).
Lincoln and Guba (1985) are responsible for introducing the idea of the researchers

becoming the main research instrument in a qualitative study. Yoon and Uliassi (2022)
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explained that qualitative researchers use interviews, individual observations, and
analysis of documents to collect critical data for their case studies.

To collect data, qualitative researchers usually resort to semistructured interviews
using open-ended questions with participants meeting the established participation
criteria (Maung et al., 2021). Researchers use interviews to gain a deeper understanding
of participants' perceptions regarding the phenomenon under inquiry (Green &
Thorogood, 2018; Striepe, 2021). The advantage of semistructured interviews is that
researchers can ask follow-up questions, leading to a more accurate interpretation of the
context around the topic under investigation (Mueller, 2019; Yin, 2018). The purpose of
conducting qualitative semistructured interviews is to collect rich and purposive data that
will help uncover an advanced understanding of the phenomenon under investigation
(Maung et al., 2021; Striepe, 2021).

I employed semistructured interviews with open-ended questions to collect data
from participants that I purposively selected from the business leaders of the operating
mining companies in the DRC with successful experience in developing capital structures
to catalyze operational profit and growth. Tiselius (2019) posited that researchers could
facilitate the collection of rich data from selected participants by being meticulous in
detail about the phenomenon under investigation. Collecting rich data using
semistructured interviews with open-ended questions allows the researchers to discover
new themes in the data (Yin, 2018). Researchers using semistructured interviews choose
to use predetermined questions that allow the participants to expand or clarify by

answering researchers' follow-up questions (Striepe, 2021). I used semistructured
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interviews with open-ended questions with purposively selected participants, allowing me
to ask further clarifying or follow-up questions to gain additional insight into the
phenomenon under study and collect rich data for this research study.

As the primary research instrument, I used an interview protocol (see Appendix)
to direct the interview process and collect data via recording and transcribing
semistructured interviews. Participants attempted to answer all interview questions during
the interview sessions in line with the interview guide (see Appendix). At the end of each
interview session, the participants had the opportunity to give additional ideas on the
strategies leaders of DRC mining companies use to develop capital structures to catalyze
operational profit and growth. Researchers elect to ask for additional thoughts to allow
participants to reveal any thoughts or experiences related to the phenomenon under
investigation that may not have emerged from the interviews (Daniels & Tait, 2021; Le
Grange, 2018). Daniels and Tait (2021) explained that parting words or thoughts might
have a unique power to inspire or reveal last minutes of truth or facts that can be of more
value than the rest of the information.

A researcher will certainly bring bias to a research study, and scholars expect
researchers to mitigate their biases (Bergen & Labonté, 2020). Researchers mitigate this
bias through member checking and researcher reflexivity as a marker of a qualitative
study (Caretta & Pérez, 2019; Townsend & Cushion, 2021). Townsend and Cushion
(2021) posited that researchers entrench reflexivity within the language of social science
and make it well reputable as an essential component of qualitative research. Dodgson

(2019) qualified reflexivity as a means that qualitative researchers may use to ensure



81

rigor and quality of their studies; it is a gold standard that determines trustworthiness.
Dodgson further explained that reflexivity helps a researcher to balance the personal and
the universal, understand the role of “self” in the generation of knowledge, and cautiously
self-monitor the impact of the researcher's biases, beliefs, and personal experiences on
their research. I used researcher reflexivity to address my biases by reflecting on my
beliefs, opinions, and decisions vis-a-vis the data that I collected from participants and
then recorded my opinions and decisions.

Additionally, qualitative researchers choose another data collection technique,
which is the review of organizational documents and artifacts as a secondary source
(Ochola, 2018; Yin, 2018). Combining the interviews and the reviews of organizational
documents and artifacts improves the researcher's insight into the phenomenon under
investigation (Kokshagina & Kerénen, 2021; Ochola, 2018). Including the review of
organizational documents and artifacts in qualitative investigations increases rigor in the
research process and serves as evidence of the use of a variety of data sources, which
allows researchers to conduct methodological triangulation (Muzari et al., 2022). In
addition, document review may help improve the orthograph of certain terms and names
and provide specific information related to the case study, such as details of specific
events' circumstances (Yin, 2018). Some of the documents that the researchers review
and analyze include annual reports, financial statements, audit reports, management
discussions and analysis, and strategic analysis reports (Kokshagina & Kerédnen, 2021;
Yin, 2018). I analyzed the financial statements, management discussion and analysis

reports, audit reports, and any other available reports or publications related to the
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strategies that leaders of DRC mining companies use to develop capital structures to
catalyze operational profit and growth.

Qualitative researchers use member checking to provide participants with an
opportunity to correct, confirm, add, and or elucidate aspects of researchers’
interpretations of the data collected, which also increases the trustworthiness and validity
of the research study (Hays & McKibben, 2021; McGannon et al., 2021). Using member
checking, the researchers ask participants to review the researchers' interpretation of
answers collected during the interview sessions to ensure these interpretations are
accurate (Brear, 2019; McGrath et al., 2019). I used member checking to preserve
validity and transferability and increase the trustworthiness of the collected data by
asking participants to verify, correct, and confirm the accuracy of my interpretations of
their responses to interview questions.

Data Collection Technique

Qualitative researchers resort to semistructured interviews using open-ended
questions with recruited participants to collect data and participants' experiences about
the phenomenon under inquiry (Maung et al., 2021). Participants describe their
experiences related to the phenomenon under inquiry by responding to open-ended
questions during the interview (Green & Thorogood, 2018; Striepe, 2021). Qualitative
researchers use the overarching research question to control and manage the direction of
the semistructured interviews (Striepe, 2021).

The role of supporting questions is to provide the researchers with additional

insights about the phenomenon under inquiry (Striepe, 2021). I conducted semistructured
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interviews with open-ended questions to obtain the strategies that leaders of DRC mining
companies use to develop capital structures to catalyze operational profit and growth. To
complement the semistructured interviews, researchers also review organizational
documentation and artifacts that relate to the phenomenon or the topic under investigation
as a secondary source (Ochola, 2018; Yin, 2018). Including the review of organizational
documentation and artifacts in qualitative investigations increases rigor in the research
process and serves as evidence of the use of a variety of data sources, which allows
researchers to conduct methodological triangulation (Muzari et al., 2022). I reviewed
organizational documentation and artifacts related to strategies that leaders of DRC
mining companies use to develop capital structures to catalyze operational profit and
growth. I conducted methodological triangulation by comparing data collected from
conducting semistructured interviews with data collected from reviewing organizational
documentation and artifacts and determined that data alignment had occurred.

The use of semistructured interviews and organizational documentation and
artifacts comes with a set of advantages and disadvantages (Alamri, 2019; Brear, 2019).
The advantage of semistructured interviews is that researchers can ask follow-up
questions, leading to a more accurate interpretation of the context around the topic under
investigation because participants are able to reflect on their answers (Alamri, 2019;
Mueller, 2019; Yin, 2018). Researchers also allow themselves to observe and digest
participants' body language or nonverbal signs during their attempt to answer interview
questions (Alamri, 2019; Wheeldon & Ahlberg, 2019). Some of the cited advantages of

reviewing organizational documentation and artifacts are that researchers could increase
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rigor in the research process (Muzari et al., 2022). As evidence of using various data
sources, the researchers could conduct methodological triangulation and test data
alignment (Muzari et al., 2022).

Kokshagina and Kerdnen (2021) posited that the use of organizational
documentation improves the researchers’ insights into the phenomenon under
investigation and provides them with an opportunity to identify new themes or untapped
areas that would need an additional examination to produce new themes. Using
organizational documentation and artifacts helps the researchers obtain the correct
spelling of employees’ names and comprehensive narrations of facts and events related to
the investigation (Goldkuhl, 2019; Yin, 2018). I conducted semistructured interviews to
collect data for this research study and asked participants clarifying questions to allow
them to elaborate on their answers. I conducted methodological triangulation via
comparing data collected from conducting semistructured interviews and reviewing
organizational documentation and artifacts and determined that data alignment had
occurred.

Conducting semistructured interviews and reviewing organizational documents
and artifacts is not free of any disadvantages (Alamri, 2019). Answering the
semistructured interviews may lead participants to experience scenes of nervousness and
discomfort knowing that the researchers are recording the interviews (Bazzano et al.,
2021). The apprentice researchers may lack experience during the semistructured
interview sessions (Jones et al., 2019). Participants may also introduce biases during the

semistructured interviews by being willing to accommodate and please the researchers by



85

providing their own opinions or answers that they think the researchers would like to hear
and record, instead of facts (Alamri, 2019). As a primary data collection instrument,
researchers can also introduce their biases by providing their views or experience about
the phenomenon under investigation or their nonverbal cues (O’Boyle et al., 2020;
Wheeldon & Ahlberg, 2019). On the disadvantages of reviewing organizational
documentation and artifacts, some documents may contain silo bias which means that an
employee of the interviewed organization working in a silo may have introduced bias
during the edition of the documents or artifacts depending on the employee's opinions,
interests, and beliefs (Zhan & Tan, 2020). It is vital to select and use the organizational
documentation and artifacts with caution as the employees may have knowingly or
unknowingly introduced their own bias and provided imprecise accounts of events and
numbers knowingly or unknowingly (Goldkuhl, 2019; Iivari, 2018). One other cited
disadvantage of using organizational documentation and artifacts is that researchers may
have limited access to their selected authentic organizational documentation and artifacts
(Karppinen & Moe, 2019).

To confirm the coverage and relevance of the study’s content, researchers, when
appropriate, may conduct a pilot study (Ismail et al., 2018). However, a pilot research
study is time-consuming and not even indispensable for the case study that finds its
foundation in using multiple sources to collect data, such as semistructured interviews
and organizational documentation and artifacts (Goldkuhl, 2019; Ismail et al., 2018). I

did not conduct a pilot study because it was a time-consuming activity and not required
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or indispensable when using semistructured interviews and organizational documentation
and artifacts.

To verify the accuracy of the researcher's interpretation of the participants'
answers to interview questions, researchers use member checking to allow the
participants to review the collected answers (Brear, 2019; McGrath et al., 2019). The use
of member checking allows researchers to enhance the credibility of the data collected,
the transactional aim of member checking (Brear, 2019). Member checking is also not
free of disadvantages. Brear (2019) explained that since member checking is about
reading and providing written feedback, the level of participants' literacy and critical
engagement with data is vital. Researchers may misinterpret the fact that no comments
from the participants mean they agree with the researchers’ interpretation of collected
answers, while the participants may not have read these interpretations or engaged
enough with the researchers’ interpretations (Brear, 2019).

Additionally, looking at the transformative aim of member checking, Brear (2019)
explained that the participants choose how to influence or shape the presentation of the
data collected, and they may choose to avoid disagreeing with the researchers by
accepting as accurate the interpretation of the researchers. Brear posited that despite the
limitations of member checking as explained above, member checking remains an
essential technique that qualitative researchers use to establish the validity of their
studies. I conducted member checking by affording study participants my interpretation

of their answers to interview questions and asking participants to verify the accuracy of
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my interpretations. I used member checking to increase the trustworthiness of this
research study.
Data Organization Technique

To conduct rigorous qualitative studies, researchers must create an appropriate
data organization system before starting the data analysis process (Yin, 2018). Yin (2018)
posited that it is suitable to arrange data in a specific order, similar to the way researchers
organize quantitative data in a database. I implemented an adequate data organization
system that allowed me to conduct my research with rigor.

I conducted semistructured interviews with open-ended questions using Microsoft
Teams. Ashley et al. (2021) recommended that a researcher allocate a unique code to
each participant to ensure confidentiality. To comply with the confidentiality
requirement, [ assigned a code made of the letter P and numbers from 1-3 to each
participant. Hence, I used P1, P2, and P3 for the qualified participants for this research
study. [ used O1, 02, and O3 to represent the selected organizations for the same research
study. I was responsible for ensuring that all possible identifying information was not
present in the transcripts. Roberts et al. (2021) explained that researchers ensure
confidentiality in their studies when they change participants’ names, the names of other
people, and places that participants mentioned during the interview sessions. To foster
participant confidentiality, I transcribed each interview, eliminated any evidence that
might have led to the detection of the participant’s identity, and assigned the unique
participant codes to the transcript and any other documents or artifacts linked to the

participants.
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Scanning and converting paper-based documents to electronic documents is the
first step in the data organization process. I kept all electronic transcripts, notes, and
observations in a specific password-protected folder on an external flash. I converted all
transcripts and other notes to PDF images to protect and safeguard data integrity and
security. To facilitate data organization and retrieval, I filed all electronic documents in a
specific folder. To improve indexing and retrieval, I wrote annotated bibliographies for
each electronic or scanned document, as suggested by Yin (2018).

According to Niedbalski and Slezak (2022), though researchers do not converge
on the importance of software in the research process, qualitative researchers may
endeavor to use a computer-assisted qualitative data analysis software (CAQDAS) since
the 1980s to organize and analyze data with more efficiency. I imported raw data from an
external hard drive to an identified CAQDAS program to improve data organization and
analysis. Besides, I stocked electronic data in a specific folder on a protected external
flash or hard drive. In line with Niedbalski and Slezak, the use of CAQDAS will only
assist efficient organization and analysis process of data but will not replace the role of
the researcher. One of the affordable CAQDAS used in qualitative, quantitative, and
mixed research studies is Dedoose. Dedoose is a cloud-based, password-protected web
application that is easily accessible and intuitive (Yin, 2018). [ used Dedoose to import,
file, and organize audio interview recordings, transcripts, electronic documents for
review, and any relevant notes or memos. I kept all data in a central location to facilitate

retrieval and analysis.
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To prove research transparency and facilitate the bracketing process, researchers
maintain a reflective journal (Hojeij et al., 2021). Hojeij et al. (2021) further encouraged
the practice of data-driven informed decisions during the research process. Hence, in line
with Hojeij et al., the importance of maintaining a reflective journal is to help researchers
build an auditable database by recording their research process and capturing thick
descriptions, such as reactions to interviews or descriptions of the interview setting. To
promote transparency in the research process, I retained an electronic reflective journal to
document aspects, such as reactions to the interview process and setting, thoughts, and
ideas during the review or organizational documentation and artifacts, coding decisions,
and theme identification.

Researchers must understand the importance of retaining data collected only for
the required period and of securing the data (Anciaux et al., 2019; Bussu et al., 2021;
Shay, 2021). Researchers can adopt the best practices from the research data protection
legislation to ensure adequate data protection during and after research (Anciaux et al.,
2019; Diesch et al., 2020). The best practices from the research data protection legislation
require the researcher to (a) determine the purpose of collecting data, (b) get a duly
signed informed consent form, (c) collect exclusively necessary data relevant for the
research study, (d) use the collected data only for the specific research study, (e) keep the
collected data only for the needed period of time, and (f) retain and secure the collected
data (Anciaux et al., 2019; Diesch et al., 2020).

When not in use, I kept all collected soft data on an external protected hard drive,

while hardcopies remained locked in password-protected safe. According to Alston and
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Rick (2021), researchers use similar approaches to safeguard data by storing them in a
secured place. In addition, researchers must follow ethical requirements for data collected
during field research, including storing hard copies in locked filing cabinet drawers and
electronic copies on the researcher’s password-protected computer (Clark et al., 2022).
Following the Walden University’s requirements upon completion of the study,
researchers must keep raw data in a locked safe for 5 years, after which researchers
should destroy the raw data. I will abide by Walden University’s requirement and
physically destroy the external flash and shred all hard copies 5 years after completing
my research study.
Data Analysis

Noble and Heale (2019) identified four types of triangulations: (a)
methodological, (b) theoretical, (c) investigator, and (d) data. To collect the research data
and confirm the findings of the research study, researchers use several different methods;
methodological triangulation is one of them (Muzari et al., 2022; Noble & Heale, 2019).
To improve the research study's validity, credibility, extent, profundity, and richness,
researchers resort to methodological triangulation (Noble & Heale, 2019). Azulai (2021)
explained that methodological triangulation strengthens the research design by offsetting
the deficiency or shortage of using a single data source.

Methodological triangulation is an approach that researchers use to gather data
from multiple sources to reduce the bias resulting from gathering data from only one
source. As such, methodological triangulation enhances the reliability and validity of the

research study (Azulai, 2021; Yin, 2018). Methodological triangulation requires the
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researchers to use multiple sources of evidence to justify rigor and increase the validity
and credibility of the data used in the research study (Azulai, 2021; Noble & Heale,
2019). For example, the researcher may develop a shred of converging or congruent
evidence by reconciling the data collected from semistructured interviews and those
collected from organizational documents. According to Noble and Heale (2019) and Yin
(2018), converging evidence increases and justifies the concept of the validity of case
study research. In light of the above, to promote the validity of my present case study
research, I used methodological triangulation to ensure converging evidence of data
collected from multiple sources, such as semistructured interviews, organizational
documents, and artifacts. Using methodological triangulation also helped me confirm the
validity, credibility, and authenticity of the collected data, their interpretation and
analysis. [ used member-checking to confirm the accuracy of the data I interpreted. I
provided the research participants with my interpretations of the interview responses to
confirm veracity and accuracy. I then verified the alignment of the member-checked data
with the data collected from organizational documents and artifacts.

Qualitative researchers have a choice to make amongst the plethora of methods
available to analyze qualitative data, of which the predominant data analysis methods
include thematic, content, and discourse analysis (Lester et al., 2020). According to
Lester et al. (2020), qualitative data analysis is a nonlinear, iterative process; it happens
simultaneously when researchers collect data. Researchers use thematic analysis when
they read the interview transcripts multiple times to grow or develop a sense of the text

that helps identify patterns (Lester et al., 2020). Using CAQDAS, such as Dedoose or
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NVivo, will help researchers classify, range, and analyze the data collected (Yin, 2018).
Using CAQDAS will also help researchers identify themes and relationships between
themes (Niedbalski & Slezak, 2022).

According to Yin (2018), researchers may use five sequential steps to analyze the
data: (1) compile, (2) disassemble, (3) reassemble, (4) clarify, and (5) conclude. The first
step requires researchers to compile and organize the collected data to search for themes
and patterns in the various interview transcripts. To code and analyze the research data,
researchers may use qualitative data analysis software such as NVivo, Atlas.ti, Dedoose
and QDA Miner (Dhakal, 2022). According to Dhakal (2022), qualitative researchers use
CAQDAS like Atlas.ti, NVivo, Dedoose and QDA Miner to organize quickly, code, and
categorize vast amounts of data. The second step requires the researcher to disassemble
the data to allow code allocation to appropriate data. In the third step, the researchers
reassemble and reorganize the data by emerging themes. The fourth step involves
thematic analysis in which the researchers confirm the interpretation of data against the
interview transcripts. The thematic analysis allows the researchers to identify patterns and
themes from the analyzed data that will help answer the research question (Lester et al.,
2020). To organize data by common themes, code, and interpret the raw data collected
from conducting semistructured interviews and reviewing organizational documents and
artifacts, I used Microsoft Excel and Dedoose. In addition, Microsoft Excel and Dedoose
helped me group codes, map themes, and identify the way themes and sets of data
correlated. Under the thematic analysis, the qualitative researchers use member checking

to validate the interpretation of the data with participants (Lester et al., 2020). I checked
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the accuracy and completeness of my interpretation of the data with the participants using
the member-checking technique. I provided the participants with my interpretation of
their interview answers and asked them to confirm the accuracy and completeness of
such interpretations.

Using multiple sources to collect data is a core component of qualitative case
studies (Azulai, 2021; Lester et al., 2020). According to Yin (2018), data triangulation
promotes richness and gives the researchers more profundity of the data. Lester et al.
(2020) posited that collecting data from semistructured interviews with open-ended
questions and reviewing organizational documents and artifacts prove that qualitative
researchers have successfully applied the methodological triangulation that fosters and
preserves their research validity. Researchers have numerous data analysis methods to
analyze data obtained from document reviews (Lester et al., 2020). Qualitative
researchers can choose the thematic and content analysis (Lester et al., 2020). [ used the
content analysis method to analyze the relevant documents for my research study. The
use of the content analysis method requires researchers to classify the identified codes or
meanings in a way that will help to identify systematically salient concepts that will help
describe or explain a phenomenon under investigation (Kleinheksel et al., 2020). The
content analysis method includes three phases: preparation, organization, and
presentation of data collected from reviewing the organizational documents (Kleinheksel
et al., 2020). I triangulated the answers to the interview questions with data collected
from reviewing organizational documents using methodological triangulation. In the fifth

and last step, based on the findings, the researchers must provide conclusions and
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recommendations that will answer the overarching research question (Yin, 2018). In line
with the five sequential steps to analyze data, I collected and assembled the relevant
research data. I disassembled the data by codes, reassembled the data by themes to gain
more insight into the phenomenon under investigation, used thematic analysis to interpret
the data, and provided my conclusions and suggestions based on the research results.

Yin (2018) posited that researchers should map the relationships between
different emerging themes from different data sets to identify and focus on the main keys
that will help answer the overarching research question. It is also essential for the
researchers to connect the main emerging themes with the literature review and
conceptual framework (Kleinheksel et al., 2020). Researchers can successfully determine
relationships between main themes from different data sets by coding data with labels
(Kiger & Varpio, 2020; Lester et al., 2020; Linneberg & Korsgaard, 2019). Using the
frequency analysis, researchers can also determine the statistical occurrence of thematic
codes in each data category (Lester et al., 2020). Using Microsoft Excel and Dedoose for
data-coding, I mapped key themes into categories to promote the trustworthiness of my
research study. Researchers identify the main themes from the literature in the conceptual
framework (Kiger & Varpio, 2020; Kleinheksel et al., 2020). Qualitative researchers
should link the conceptual framework to the previous literature, the methodology, and the
outcome of the research study (Kiger & Varpio, 2020; Kleinheksel et al., 2020). To
complete the data analysis process, I found a correlation between the main themes and
findings of my research study with current literature and the TOT of capital structure,

which is the conceptual framework.
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Reliability and Validity

To establish reliability and validity in their research studies, qualitative
researchers resort to Lincoln and Guba’s (1985) four commonly known criteria or
constructs: dependability, credibility, transferability, and confirmability (Brands et al.,
2024). Trustworthiness is a proxy word that researchers use to refer to Lincoln and
Guba’s four criteria mentioned above (Yin, 2018). Qualitative researchers ensure the
trustworthiness of their studies, which is equivalent to quantitative researchers addressing
the reliability and validity of their studies (Cloutier & Ravasi, 2021).

Reliability

One of the cited critiques against case studies is the ability of qualitative
researchers to prove reliability. In fact, according to Cloutier and Ravasi (2021),
qualitative researchers should use consistent instruments, processes, and measurements to
reach reliable results and conclusions in their studies. In alignment with several
qualitative researchers that selected the case study design, I also used two sources of
evidence, interviews and organizational documentation and artifacts to reach reliable
results and conclusions for this research study (Kokshagina & Kerénen, 2021; Ochola,
2018). Yin (2018) posited that none of the interviews nor organizational reviews of
documents and artifacts have an advantage over the others when used independently.
However, they have both complementary values instead. Combining the interviews and
the reviews of organizational documents and artifacts improves the researcher's insight
into the phenomenon under investigation (Kokshagina & Kerdnen, 2021; Ochola, 2018).

A solid case study will contain as many sources of evidence as possible.
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According to Baumgart et al. (2021), dependability is the capacity of researchers

to demonstrate and sustain a comprehensive and translucent connection between the
research method, data, and findings. To augment dependability in my research study, I
used the same list of open-ended questions for all my interview sessions. I recorded,
transcribed, and interpreted the data gathered from interviews. I resorted to member
checking to confirm my research data dependability, in line with suggestions from
qualitative research experts (Hays & McKibben, 2021; McGannon et al., 2021).
According to Hays and McKibben (2021) and McGannon et al. (2021), member checking
allows participants to correct, confirm, add, and or elucidate particular aspects of
researchers' interpretations of the data collected, which also increases the trustworthiness
and validity of the research study. Member checking is an efficient qualitative research
technique to address the researcher's biases, increasing data dependability and validity
(Brear, 2019; McGrath et al., 2019). I conducted member checking by giving participants
my interpretations of their answers to open-ended interview questions and asked
participants to verify the accuracy of my interpretations. I then used computer software to
allow an auditable process of the way I generated codes and themes until I reached data
saturation, where no new themes or codes emerged (Baumgart et al., 2021).

Researchers record all the interview sessions to apply reflexivity to the
interviewees' answers to mitigate the researcher’s biases and produce reliable transcripts
and themes (Caretta & Pérez, 2019; Townsend & Cushion, 2021). I requested that
participants provide sufficient details in their answers to mitigate my biases and enrich

my deep insight into the phenomenon under investigation. It is a practice in qualitative
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research studies to produce sufficiently reliable results (Alamri, 2019); I did not discuss
the nature of my study with participants to avoid the temptation of designing answers to
my questions in advance, creating another form of participant bias (Alamri, 2019). As
promoted by numerous qualitative research experts (Mueller, 2019; Shen, 2018), I abided
by the interview protocol and avoided adding any new questions to foster consistency and
increase reliability.
Validity

To appraise the qualitative research and validate its relevance, Baumgart et al.
(2021) and Brands et al. (2024) promoted using Lincoln and Guba’s (1985) constructs
that include: credibility, transferability, dependability, and confirmability. The word
credibility entails the researchers to answer the question of whether the findings of the
case study research inspire trust that researchers build by using multiple sources of
collecting data, testing, and confirming alignment of data collected from different sources
(Baumgart et al., 2021; Muzari et al., 2022). Completeness and representativeness of
collected data become crucial for the credibility of the analysis when only one researcher
is analyzing the data (Evans et al., 2021). Reading the entire interview transcripts
multiple times may assist the researcher in establishing credibility (Lester et al., 2020).
To establish credibility, I performed multiple detailed reviews of my interview transcripts
to capture every aspect of the participants' views expressed in their interview responses,
focusing on similarities and differences between all participants’ views. [ used member
checking to foster data validity, as it is a practice in qualitative research studies (Lester et

al., 2020). I conducted member checking by asking participants to review my
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interpretation of answers collected during the interview sessions to ensure these
interpretations were accurate, as advised by Brear (2019) and McGrath et al. (2019).

Maxwell (2021) explained that the transferability of qualitative research is a
solution to the generalization issues of qualitative studies. Transferability refers to the
degree to which researchers or readers may apply the results and the findings of
qualitative research to other contexts or situations conducted with different participants
(Tuval-Mashiach, 2021). Qualitative researchers must ensure that they reach high-quality
study results through a rigorous selection of relevant study participants, the provision of
detail-oriented demographic information, the performance of widespread data analysis,
and the presentation of results in an intuitive format to foster the transferability of this
research study, as Yin (2018) recommended.

McGinley et al. (2020) used the word confirmability interchangeably with
neutrality to refer to the degree of objectivity or the ability of different researchers to
confirm the research results; it is proof of suppression or mitigation of researchers' biases.
McGinley et al. posited that confirmability is the last step in assessing the reliability and
validity of qualitative research studies. Qualitative researchers first establish
dependability, credibility, transferability, and then confirmability (Brands et al., 2024;
McGinley et al., 2020). I endeavored to put my effort together to listen to each
interviewee's responses and recorded my opinions, understandings, and biases. |
specialized in transcribing interview responses with much care, establishing an aligning
connection between data and results, and used existing literature to foster the

confirmability of the results of my research.
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As practice in qualitative studies, researchers resort to methodological
triangulation to improve the research study's validity, credibility, extent, profundity, and
richness (Noble & Heale, 2019). Methodological triangulation is evidence that the
researchers used various data sources and tested data alignment (Muzari et al., 2022). |
conducted methodological triangulation by comparing data collected from conducted
semistructured interviews and reviewed organizational documentation and artifacts and
determined that data alignment had occurred. The foundation of multiple case studies is
in collecting data from various sources; methodological triangulation of data sources
becomes a cornerstone for case study research design to foster rigor, validity, and
credibility of data used in studies (Azulai, 2021; Noble & Heale, 2019).

I analyzed data until I reached data saturation in this study. Data saturation is a
situation where qualitative researchers stop accumulating new information by continuing
to interview new participants or analyzing the same data (Hayat et al., 2021; MacDonald
et al., 2021). Murphy et al. (2021) explained that data saturation is a mutable concept not
defined by any measurable guide of the precise number of interviews, analyses, and
participants in a qualitative research study. Not reaching data saturation may affect the
validity and integrity of the research studies' results (Hayat et al., 2021; MacDonald et al.,
2021; Murphy et al., 2021). I continued to collect and analyze data until there were no
new meaningful information or themes that emerged related to the phenomenon under

investigation.
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Transition and Summary

After the brief overview of the purpose statement in Section 2, I included a
description of the role of the researcher, an explanation of the research method and
design, a reasoning that will guide the selection of the participants and sampling method,
and the process I used to ensure and foster ethical research as required for scholarly
research studies. I also included in Section 2 an explanation of the data collection
instruments and data organization technique, data analysis processes, and an argument of
the steps that I used to test the reliability and validity of the findings of this research
study.

After collecting the required data that formed part of the analysis of this research
study as explained above, I wrote Section 3. It will include a discussion of research
findings, implications for positive social change, application to professional practice,
reflections, recommendation for future actions and research, and a conclusion of the

research study that will mark the end of this doctoral study.
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Section 3: Application to Professional Practice and Implications for Change

In Section 3 of this research study, I will endeavor to provide an overview of the
purpose of the study, assert the research question, and present the findings. I will also
include a discussion of the implications for positive social change, application to
professional practice, reflections, recommendation for future actions and research, and a
conclusion that will mark the end of this doctoral study.

Introduction

The purpose of this qualitative multiple case study was to explore strategies that
leaders of DRC mining companies use to develop capital structures to catalyze
operational profit and growth. To serve the purpose of this research study, I conducted
individual Microsoft Teams interviews with three mining company leaders who had at
least 5 years of successful experience with strategies used to develop capital structures to
catalyze operational profit and growth. Secondary sources of data collection included
stand-alone financial statements presented in accordance with the applicable accounting
OHADA policy. Two themes emerged from the analysis of data, namely funding through
overseas intercompany loans and the lack of autonomy of capital structure decisions.

Presentation of the Findings

The central research question for this multiple case qualitative research study was,
what strategies do leaders of DRC mining companies use to develop capital structures to
catalyze operational profit and growth? To find answers to this overarching research
question, I conducted Microsoft Teams semistructured interviews with three leaders of

three different mining companies. I transcribed the interview questions and answers and
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requested the participants to confirm that my interpretations of the transcripts accurately
reflected their answers. Additionally, I reviewed organizational documentation to collect
secondary data to reconcile and confirm interview answers; hence, I conducted
methodological triangulation. As a result of data analysis, two major themes emerged.
Theme 1: Funding Through Overseas Intercompany Loans

The first common theme that emerged from the analysis and understanding of
collected data was that leaders of mining companies used intercompany funding or
intercompany loans to raise funds for their investment needs. All three participants that I
interviewed cited the use of funding through overseas intercompany loans as one of their
ways to obtain funds for the growth and sustainability of their investment projects. P1 of
organization O1 quoted that:

The main investment is coming from one of our structures . . . which also is

raising (funds) from different banks overseas especially in China . . . and you will

see that as part of our capital structure, we do have a significant portion which is

coming from our (internal) loan.
There are multiple reasons that justify the use of the overseas international funding, but
the commonly cited reason is that the local entities do not have the autonomy to make
major capital budgeting and capital structure decisions (Arregle et al., 2023). These
capital budgeting decisions were part of the group policy that the head offices were
essentially managing outside the DRC for the purpose of group process, standardization,
and control. The other reason included the head office that provided funds had lessened

conditions on the debtors, such as demand for security like collaterals, and the fact that
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the local market showed an inability to avail sufficient funds that could help mining
business leaders fund their massive cash requiring investment projects. P1 mentioned in
his intervention that mining companies require an important amount of funds to cover
their investment needs of funding, but the local market does not show capacity to meet
such funding demand.

Regarding the law of supply and demand, the scarcity of funds supplied on the
local market increases the cost of the debts, making them uncompetitive compared to the
loans negotiated outside the DRC. Expanding on the high borrowing cost, P2 of
organization O2 explained that “in certain aspects when the cost of debt becomes
extremely high, you know it then makes sense for us sometimes to use internally
generated cash flow in order to reward our stakeholders.” The only entities that can
negotiate the loan outside the DRC are the international companies that form part of the
same intercompany group. Hence, the loans the local entities get are more of an
arrangement between sister companies, also known as intercompany, that can easily
access vaster and economically viable funding markets outside the DRC rather than local
external funding. Expanding on the alternative finance concept, Allen and Qian (2024)
explained that the use of intercompany loans is an important funding source for countries
that host MNEs.

Besides, the higher borrowing rates in the local market due to scare funding
availability, P1 also mentioned that the requirement of the intensive collaterals demanded
by financial institutions is so alarmingly large that local mining companies would not be

able to satisfy without using their overseas headquarters. P1, explaining some of the
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conditions to obtain loans from the local market quoted that “there is the pricing, there is
the cultural risk, there is the collaterals which needs to be provided, and this is not
something that many companies have easy access to.” P3 of organization O3, in line with
Mpofu and Sibindi (2022), posited that leaders of the already limited local financial
institutions require security to protect the funds they can provide to any demanders in line
with the protection against risk of borrowers’ insolvability and the required securities
come always in a form of massive collaterals (Odeyemi et al., 2024). P1 and P2 explained
that the head office or the intercompany finance hub uses different lenses to the one used
by the bankers when it comes to lending money. While bankers will require collaterals,
the intercompany will drop the requirement. Other reasons in favor of intercompany
funding through overseas intercompany were the existence of some legal restrictions,
such as single obligor limit for banks and the application of the OHADA requirement to
maintain a specific gearing ratio, and the country risk which includes also the political
climate.

Apart from the country’s risks that P1 mentioned, P2 mentioned that the mining
industry is an intensive cash-demanding industry and highly risky depending on the
advancement of the project. In fact, the mining companies evolve through different
phases going from exploration to construction and then operation phase. In the
exploration phase, P2 mentioned two different major steps that determine the level of risk
the investors perceived when requesting funding: Pre-feasibility phase and feasibility
phase. The major difference between the two phases is the quantum of information

available in the definition of the mining resources and mining reserves. This information
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is a key driver in the process of making financing decisions. The less information
available, the more the hurdle rate will be, as the risk of the uncertainty is higher than in a
situation of advanced higher information available where the risk is minimal, and the debt
hurdle rate demanded by funders will also be lower. Al-Bakri et al. (2023) explained that
mining companies face many challenges, of which the most important one is the risk
related to the economic aspect; hence, robust scoping, pre-feasibility, and feasibility
studies become pivotal to maintaining a level of confidence required to fund the projects.
To substantiate the role of information in making financial decisions, P2 quoted that:
You would then look at whether you have reached a phase in your project of
certainty. A higher level of certainty allows you to also raise debt at a lower cost
and sometimes depending on your company’s cash flow situation you might
decide to leverage so use external funding through debts to inject in that project.
The quantum of information available may impact on the organizational leaders’ decision
to access external funding, as P2 has clearly stated.

According to P2, the process of determining the source of financing a project and
measuring the required funds is a result of a process that involves the planning process
and analyzing the life of assets (LOA). In fact, the determination of both investment and
operation funds requirement in the long term derives from running the LOA plans, which
provide the decision makers with the optimized opportunities that the assets can generate
over a specific lifetime in terms of value creation to the shareholders. The LOA will
inform elements, such as the ability of the assets to generate operating cash under specific

agreed best assumptions of market price, and the requirement for cash reimbursement in
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terms of debts as well as payment of shareholders dividends. The use of the word
optimized LOA is vital because the LOA should be presented with its utmost ability to
generate funds and increase the shareholders’ value. The internal cash generation capacity
will depend on the organizational leaders’ ability to generate funds through an optimized
business plan like LOA for mining companies (Ogundipe et al., 2024). The cash
generated may fund operating expenses, future growth, and debt obligations as they fall
due (Ogundipe et al., 2024).

However, it often appears that the cash generated from operating the mine may
not be enough to cover needs of investment to meet the optimized LOA bottom line, and
to avoid missing on such opportunities, mining company leaders are obliged to resort to
external funding to the maximum level that optimizes the rewards of the shareholders.
Therefore, the decision to design a financial structure to fund both growth and sustaining
project is not a simple formula on whether the company leaders should go for external
and internal funding as the decision depends on cash generated from operations
(operational policy), required investment to meet optimized LOA (capital budgeting),
repayment of existing debts (debt policy), and payment of dividends to shareholders
(dividend policy). P2 explained that the use of internal funding has a higher hurdle rate
compared to the one that external funders would request and especially in a situation of
mixed organizational ownership structure also known as joint venture, it may happen that
one of shareholders is not able to raise the funds requested. P2 explained that in the
situation where only one or few of the shareholders may be able to source and inject

funding, the remaining shareholders would play an extreme observant role of the loan
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agreement to avoid this loan agreement to become a tool to channel cash from operation
back to one shareholder that rose funds instead of spreading the cash proportionally
across all the shareholders. Excessive remuneration, such as high interest rates may result
in transfer pricing or thin capitalization (thin cap) towards one specific shareholder
(Alfandia, 2024; Otuya & Omoye, 2021). Shareholder or intercompany funding debt need
to be remunerated at the fair value meaning fair interest to avoid interest rates that
discourage other shareholders to approve the financial structure proposed or tax authority
who feels the impact through debt tax shield mechanism (Alfandia, 2024).

The use of intercompany funding collected from the interviews has been
confirmed by analyzing the financial statements of the three organizations that formed
part of the recruited participants of this research study. This process is a justification of
the methodological triangulation exercise to confirm relevance of responses collected. In
fact, O1 showed a net increase in intercompany funding of about 44% as a result of funds
borrowed to finance the growth of production and the construction of a new plant to start
a new product line. In the same period, O2 showed a slight net increase of about 7% in
the intercompany loan, mainly driven by the capitalization of interests and
reclassification of an initially forgiven loan with intercompany. It is important to note that
02 obtained this loan in 2018 and was still active as of the end of 2022. O3 financial
statements included an active loan with an overseas hub that forms part of the same
group. From 2021 to 2022, the intercompany loan amount with O3 dropped by 46%,
representing a net repayment movement of the intercompany loan. In all three

organizations (O1, O2, and O3), the funding for growth and some of the sustaining
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projects (investments) came from the intercompany, which forms the finance hub to
secure competitive funds required by the other subsidiaries.
Correlation to the Conceptual Framework

The TOT of capital structure implies using a combination of internal and external
funding to produce an adequate capital structure to achieve the business’ goal.
Intercompany funding forms part of the internal funding portion of the TOT, which is
combined with internal funding (equity) to develop the financing strategy of mining
companies (Alfandia, 2024). In fact, since most of the thriving mining companies in the
DRC are part of the multinational companies (MNCs), leaders of mining companies have
the opportunity to choose intercompany funding to raise internal funding required to
achieve growth and maintain current business status. Alfandia (2024) explained that in
the context of MNCs, intercompany funding forms part of internal funding as opposed to
borrowing from unrelated parties or financial institutions.
Correlation to the Literature

According to Alfandia (2024) and T. G. Nguyen et al. (2021), the deductibility of
interest from loans can significantly impact the way the organizational leaders decide on
which portion of capital structure to interact with to achieve the optimal organizational
capital structure. Alfandia explained that in most jurisdictions, tax authorities treat debt
interests as deductibles, which positively impacts the organizational taxable profit and
cash flow. P1 and P2 explained that the registered loans in the DRC are tax-deductible;
hence, there is a tendency to use more debts than equity to raise funds in the DRC.

However, since the DRC market cannot provide economically viable funding, leaders of
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mining companies resort to using their intercompany loans. Intercompany loans may
appear to be part of the external funding. However, this intercompany financing method
is part of internal funding since it generates serious fiscal issues like thin capitalization
and price transfers (Alfandia, 2024; Kalra & Afzal, 2023).

Other elements that promoted using intercompany funding included insufficient
collateral opportunities. According to Arif and Mai (2020), tangibility impacts the shape
of organizational financing structure since most debts are backed up by collaterals, which
are mainly real estate or any other tangible assets. P1 explained that the demand for
massive collaterals to obtain debts is alarmingly high, which the local standalone mining
companies would be unable to satisfy. Therefore, companies' inability to satisfy the
tangibility condition pushes organizational leaders to resort to intercompany funding to
raise the required funds (Sharma & Sharma, 2024).

Theme 2: Lacking Autonomy to Make Capital Structure Decisions

The second theme that emerged from the analysis and understanding of collected
data was the lack of autonomy to make capital structure decisions. Because the local
capital market is essentially limited, the local leaders of mining companies cannot raise
the required funds locally for long-term investment. This incapacity affects the local
organizational leaders, who lack autonomy in capital structure decisions. The local
mining leaders cannot control and substantially influence the shape of their organizations’
capital structure. P1 and P3 explained that, though the local leadership forms part of the
funding discussion, they provide required information to the head office overseas, which

will decide the size and strategies to raise funds. Hence, P1 and P3 confirmed that the
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head office outside the country essentially makes the final decision on the value and
method of funding the project. The intervention of the head office overseas to control the
financial policy of subsidiaries is not unknown in the scholarly sphere. Isaac et al. (2020)
posited that MNCs can exert significant influence, if not control, on the policy of hosting
jurisdictions to generate more profit at lower cost. P1, P2, and P3 explained that the
country's state is the first challenge that weakens their local organization when making
capital structure decisions. During the interview, P1 said that:
Congo is rated as a high-ranked country risk for a couple of reasons: Political
stability and corruption. This means that it’s not a market where you can find a
local bank that can raise a significant amount of funds for a mining company. As
you know, mining companies need significant amounts of investment and capital,
or this fund cannot be raised locally.
The situation in the country could empower the local leaders only if the country where
the investment occurs is jurisdiction with a peaceful and remunerating business climate.
P2 explained that the country’s risk can even lead the intercompany to demand more
remuneration from a specific country compared to another intercompany, which is
operating in a country with low-risk portfolio. P2 stated that:
I would say that the intercompany loan rate is a lot more favorable than the local
interest rate loan and that I'm referring to the loan rates that we are currently using
in my organization simply because the DRC is still perceived to be a high-risk
jurisdiction within the financial sector globally. So, you know when an entity like

our headquarters lends money to one of its subsidiaries, it doesn't lend to that
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subsidiary with a similar perception of risk than other financial institutions

including banks in the DRC. It would typically need higher remuneration than

what it would get for the project in other jurisdictions . . .

The elected government’s responsibility is to make adequate country decisions that will
provide the investors with a stable environment to invest and maximize their profit (Isaac
et al., 2020; Odeyemi et al., 2024).

Country leaders should attract investors to inject money into the business by
providing them with a favorable business atmosphere, attractive fiscal regime, political
stability, and legal provisions (Odeyemi et al., 2024). P1 posited that some indicators of a
peaceful and remunerating country could be measured by the investment payback period,
investment stability clauses and peaceful elections. These conditions would bring into the
country much more varied financial organizations that could boost the capacity to create
competition, control the interest rate, and provide capacity to local shareholders to own
the capital structure decisions, which is currently lacking. The person with cash is the
main one with power; since local mining company leaders can't raise cash locally, the
power to decide is transferred to the person with cash overseas. To substantiate the need
for an attractive business climate, P3 explained that government authorities should make
decisions that influence the country fundamentally and quoted that:

If you go to other countries (developed), you have the central bank that is

regulating the (interest) rate; it will dictate local banks not to exceed like 7 or 5% .

.. if the rate is meagre (in the developed countries), it is because the central bank
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is telling the commercial banks this is the maximum rate you can use. However,

we do not have that in DRC.
The absence of governmental regulation of the economy allows each bank to have its
interest rate, which is generally high and impairs the capacity of the local mining
company leaders to convince their sister companies outside the DRC to raise funds
locally. Government intervention and collaboration with public and private business
owners is one of the tools that help attract varied sector investments into countries
(Alarabi & Alasmari, 2023); the attracted investments will also include financial
institutions as well as other ones.
Correlation to the Conceptual Framework

The TOT of capital structure forms part of the overall organizational policy,
proving complete organizational leaders' autonomy and firm control. Business control is
substantiated by the capacity to significantly influence organizational financial and
operating policy adopted to achieve the firm's goal (Felicio et al., 2021). As such,
successful implementation of the TOT of capital structure will require that decision-
makers have the freedom to make complete decisions regarding the financial structure of
the organizations that they head. According to Zeng et al. (2023), the success of an
organization passes through effective control and resource coordination in an MNC
structure. In a situation where effective control and resource coordination do not belong
to subsidiaries, the adequate power to decide or significantly influence the use of internal
or external funding in implementing adequate financial structure becomes a real

challenge.
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Correlation to the Literature

Scholars and business practitioners tend to agree that in an MNE structure, the
decision-making autonomy of subsidiaries is a vital reflection of the organization's
overall structure. The issue of subsidiary decision-making autonomy has been at the heart
of discussion amongst scholars for decades, and the highlight of the role that MNEs have
played in different countries has been vital (Talpova, 2023). Shukran et al. (2023) defined
subsidiary autonomy as the discretion or degree of freedom by which the corporate
headquarters endorse the subsidiary. In line with the resource-based and network theories,
the subsidiaries' success or growth depends on the level of autonomy that headquarters
attributes to their subsidiaries (Shukran et al., 2023). Put simply, Talpova (2023)
explained that the autonomy of the subsidiaries is the independence that subsidiary
leaders receive or acquire to make decisions on their behalf without reference to the
headquarters, and these decisions should be significant. In this line of ideas, Talpova
emphasizes that the degree of independence varies from tremendous decision-making
independence to tight control of subsidiaries that headquarters can exert. The level of
autonomy is not static in practice, as it can vary with time and special market events.

In the international management sphere, scholars explain that the headquarters
aim to avoid excessive autonomy (decentralization) or control (centralization) as, in most
cases, the excess of autonomy or control jeopardizes one side of the business or seriously
hits the organization's bottom line. In line with Kessy (2023), I found that the primary
reason headquarters control subsidiaries is to maintain the overall identity of the

organization and enhance or ensure efficiency. On the other hand, leaders in the
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subsidiaries strive for autonomy because they want to provoke synergies by engaging
freely with the local market in real-time and own the results of their managerial
decisions; hence, a search for an optimally balanced degree of autonomy and control
remaining is vital in MNE structure (Talpovéa, 2023). The findings of this research study
align with the findings of Talpovéa (2023) in that while subsidiary leaders have less
autonomy to make information systems decisions, product portfolio decisions, financial
management decisions, marketing decisions, choice of leading suppliers’ decisions, and
technological processes, and these leaders have more autonomy in the personnel
management and choice of other nonmain suppliers and customers.

Applications to Professional Practice

Shareholders and investors appoint organizational leaders to fulfil the role of
servant leadership in managing and improving owners' entrusted assets in good faith
(Hayden & Bodie, 2021). Identifying the capital structure strategies that business leaders
use to catalyze the growth and profitability of mining companies is pivotal to ensuring
sustainability and adhesion to successful business practices. The choice of adequate
capital structure forms part of the organizational leaders’ overall leadership strategy and
responsibility in their servant leadership role (Hayden & Bodie, 2021).

The findings of the current research study could contribute to business practice
by providing organizational leaders with in-depth knowledge and comprehension of the
capital structure that organizational leaders implemented successfully to finance capital
budgeting and working capital, which catalyzes the growth of mining companies in

developing countries. This in-depth understanding may avoid the cost of adverse



115

selection and ensure sustainable business operations and amortization of shareholders’
investments. Organizational leaders from developing countries willing to grow and
maintain their businesses successfully may use strategies that successful competing
companies have used. Organizational or business leaders may use the findings of the
current research study bifurcated into two major themes that emerged from the current
research’s semistructured interview process. The two themes were (a) funding through
overseas intercompany loans and (b) the need for autonomy in capital structure decisions.
Funding Through Overseas Intercompany Loans

Understanding the business practice and environment where business leaders
manage the entrusted assets is essential to ensure organizational long-term resilience
against market competition and untapped adverse conditions and remunerate the
shareholders’ investment. Most successful mining companies in developing countries are
subsidiaries and form part of the MNCs that endeavor to provide the required cash to
invest in organizational profit maximization and growth strategies. It is a challenge to
raise enough funds in developing countries to finance organizational capital budgeting
and working capital and, if realizable, they are uncompetitive due to high borrowing costs
driven by the scarcity of financial institutions and lack of governance (Odeyemi et al.,
2024).

Mining companies are cash intensive. Hence, their successful capital structure
strategies require solid and adequate owners’ profit (positive retained earnings) and
adequate financial institutions in their respective operating jurisdictions because loans are

essential for mining companies (Paschal et al., 2024). In the absence of adequate financial
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institutions in developing countries, business leaders can source external partnerships to
create an MNC structure with organizations in developing countries that could easily
access overseas competitive funding and provide intercompany funding (Allen & Qian,
2024). The use of intercompany funding is not a new topic for business practitioners and
scholars; all the selected participants interviewed in this study have sustained consistency
with intercompany funding. Most successful mining companies have been those whose
funding has come from outside the developing countries.
Lack of Autonomy of Capital Structure Decisions

According to Odeyemi et al. (2024), most start-up businesses in developing
countries meet financing challenges to operate successfully and grow. In line with
Odeyemi et al. and Talpova (2023), the organizational leaders may integrate MNC
ownership structures to access competitive funding. Talpova posited that MNCs have
played a significant role in developing countries. Hence, using intercompany funding
may be a proxy for success. Opening an organization's shareholder capital by partnering
with external investors to create an MNC structure may dilute the control over
organizational operating and investment policy (Isaac et al., 2020). The dilution can go
from minor to major, which is the case in most instances; then control is wholly
transferred to the main with power and cash. The choice of capital structure is part of the
overall organizational policy. Hence, the part with giving power directs the policies while
the receiver loses the capacity to influence significantly the policies.

The current configuration of the developing countries deprives the local

organizational leaders of the capacity to make decent, adequate and material financial
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decisions. The practical absence of governmental authorities that could promise a
countrywide favorable business climate does not invite international financial institutions
or promote the occurrence of new ones to ignite local hurdle rates competition (Odeyemi
et al., 2024). Business leaders opening to the MNC structure should have enough
knowledge and bargaining capacity to assess the acceptable autonomy and cash
requirements trade-off level, balancing the need to grow their business and control to let
go (Zeng et al., 2023). Most participants from my research study have confirmed that
they provide data to help headquarters make informed business decisions; hence, they
play only a passive role.
Implications for Social Change

Science is not made for science but to improve the day-to-day lives of people
living across the planet. Hence, to avoid understating the importance of research studies
in social life, scholars have started highlighting the implications of their research studies
to positive social change (Avelino, 2021). The result of the current research study could
be a stimulus for positive social change given the critical role that mining companies play
in the day-to-day life of most people in the developing countries’ economies, which are
qualified mainly, extractive, and not diversified. Unfortunately, most of the
organizational leaders in developing countries struggle to catalyze the profitability and
growth of their organizations due to a lack of funding opportunities and resilient capital
structure strategies (Manzoor et al., 2021; Odeyemi et al., 2024). The current study aims
to explore successful capital structure strategies that mining industry leaders adopt to

catalyze the growth and profitability of their mining companies in developing countries.
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Khoa and Thai (2021) posited that relevant firm capital structure strategies could impact
the organization's economic, environmental, and social objectives.

Mining companies’ leaders can achieve the economic objective of their organizations by
improving their business practices when it comes to making capital structure decisions.
Since mining companies are cash-intensive organizations and raising such a quantum of
funds in developing countries is not easy and competitive (Odeyemi et al., 2024), the
current research enlightens a way out. In this study, I found that mining companies’
leaders in developing countries explore the participation of international partners in the
ownership structure to create an MNC structure with partners who have strong feet in
developing countries. This MNC structure is standard in developing countries as it allows
easy access to competitive funding and boosts profitability and growth (Alfandia, 2024).
Access to competitive funding may bring capacity to meet any potential investment
opportunity of growth or profit optimization or reducing operating costs. Profit
optimization and growth can ensure investors become resilient to adverse economic
disturbances and stay in business longer. Staying financially healthy and growing in
business means that the organizations will continue to pay salaries to local and expatriate
employees and may create additional jobs, pay local taxes to the government, which can
use the taxes to regulate in-country revenue disparities, and continue to finance local
communities’ programs like education, hospitals, roads, churches, farming, and different
kinds of professional training to local communities. Besides promoting employment rates
in developing countries, continuing to pay salaries and educating; training local

communities is a positive social change channel that mining firm leaders can foster as it
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may reduce delinquency, crimes, robberies, hunger, and war in developing countries.
Additionally, when mining companies achieve profitability and growth by implementing
the present study's findings, the leaders can easily demonstrate the capacity to satisfy
owners and other investors’ requirements by paying shareholders dividends (and tax on
dividends) and paying debts and their interests.

Adopting the MNC ownership structure brings together a sum of different people,
cultures, backgrounds, and experiences in the local communities, which may positively
promote the behavior of local communities’ members and provide access to a new level
of worldview and technology. It is common to note that when companies are financially
stable and growing, the leaders have an easy time including the environmental impact of
their operations in their diaries. The impact of mining companies on the environment is
material in terms of destruction and cost to reduce the impact and site rehabilitation
during and post-operation period (Mestanza-Ramon et al., 2022).

Recommendations for Action

Leaders of mining companies striving to catalyze their growth and profitability
should carefully explore the findings of the present research study when deciding to fund
their capital budgeting and working capital. Besides, the leaders of the mining
companies, as well as all prospective investors, should develop a specific environmental
understanding of the pattern observed in developing countries that influences the
financial policy decision-making process presented in the present research study’s

findings.
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Based on the two major themes that emerged from the present research study, I

suggest the following recommendations that will help mining companies operating in

developing countries to catalyze their growth and profitability sustainably:

1.

The first finding of the present research study highlights that successful
mining companies in developing countries fund their capital budgeting and
working capital through overseas intercompany. This finding is a result of the
scarcity of adequate financial institutions, government loans, and other
competitive funding opportunities in developing countries. In this present
study, isolation has not proven to be successful to an acceptable level. I
therefore recommend that leaders of mining companies in developing
countries should open their capital structures and seek to operate in an MNC
structure to create opportunity to use intercompany funding to grow their
organizations and to gain diverse necessary experience as well as other
advantages. The adherence to the MNC structure is profitable to both local
leaders and international leaders by creating a platform of knowledgeable
discussions, experience and culture, which Georgakakis et al. (2023) referred
to as international business strategic leaders. Accessing the MNC structure
may provide local mining company leaders an opportunity to raise funds
required to catalyze the growth and profitability of their organizations. This
financing strategy has been successful in the business organizations found in
developing countries (Odeyemi et al., 2024). Accessing a MNC structure will

not only provide easy access to competitive finding but may provide the
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necessary knowledge to streamline processes and other policies which are also
pre-requisite for organizational growth and resilient profitability. Castro and
Moreira (2023) explained that knowledge is a key factor for the survival of an
organization, and it creates a different element that protects the organization
against fierce competition and promotes positive outcomes, which is growth.
From this intercompany platform of international business strategic leaders,
the local business leaders may access viable financing strategies and
opportunities required to operate their organization successfully at a
reasonable capital cost and with limited collateral requirements. In line with
Odeyemi et al. (2024), financial institutions often demand collaterals and
proof of creditworthiness, which form a real challenge to local businesses
hence financing through intercompany structure is less demanding than the
one from outside the MNC structure in terms of hurdle rate and collaterals.
The second finding of this research study relates to the fact that organizational
leaders in developing countries lack the autonomy to make significant capital
structure decisions. This finding may not be only endogenous to the company
but sometimes jurisdictional. Odeyemi et al. (2024) explained that access to
financing in Africa is one of the most unescapable challenges and that
inclusive financing as well as government intervention can alleviate. The
structures found in developing countries do not allow local business owners
operating in the MNC structures to have full capacity to influence the

financing decisions but end up playing a passive role of informing the
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decision of leaders from developed countries. A limited number of financial
institutions in a country has raised the hurdle rate of the finances and limited
possession of the adequate collaterals make the local entities weak to lead
capital structure discussions. The risks in developing countries such as war,
political instability, and economic instability drive the scarcity of adequate
financial institutions in developing countries. I recommend that governments
in developing countries work to create an environment conducive to
investment and that investors factor risks as potential for high returns in
developing countries. I recommend that investors from developing countries
who are real risk takers explore the untapped market in the developing
countries by bringing sustainable financial institutions in the developing
countries. Mandala et al. (2023) explained that in an investment decision, risk
and reward interact to produce an outcome known as return; hence,
investment is a combination of strategies to manage both risk and reward.
Operating in developing countries implies accepting a plethora of risks,
namely market-related and country-related. Mandala et al. posited that the
capital asset pricing model (CAPM) is a key tool that organizational leaders
use under uncertainty in the organizational and finance decision-making
process. According to the CAPM, operating in higher-risk jurisdictions
increases the requirements for accessing limited loans. However, at the same
time, it increases the return investors require. Only risk-taker investors get the

benefits as opposed to risk-adverse investors. Investors in international
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businesses should also seek opportunities to establish their footprints in
developing countries to boost the young and struggling local organizations.
The high-risk level increases profitability. Hence, operating mining companies
in developing countries could be among the most profitable business lines
investors can engage in, even though they are vulnerable to market
fluctuations. Developed countries’ investors should understand that
developing countries, where economically mineable resources and mineable
reserves exist, face a serious challenge to raise adequate funding to meet their
investment needs (Odeyemi et al., 2024).

I will share a one-page summary of this research study's findings with the study's
three participants. Besides, I intend to hold some 1-day conferences to share the strategies
used in the mining industry to catalyze growth and profitability and explain the findings
of my research study. These sessions will also give business leaders in the mining
industry an opportunity to get answers to any clarifying questions. Mining companies that
are struggling to grow, new mining companies that are developing in developing
countries, as well as mining companies that are operating at a loss, will form most of the
invited audience because the recommendations in this study could be a possible key to
unlocking their challenges. Additionally, I will use the internet to reach the maximum
number of consumers for the findings of the present research study. I will disseminate it
on the ProQuest database of dissertations and theses, and I will also use social media. I
will also try to publish the present study on business management in an academic

business journal.



124

Recommendations for Further Research

In this qualitative multiple case study, I explored strategies that leaders of DRC
mining companies use to develop capital structures to catalyze operational profit and
growth. This study’s research findings, recommendations, and conclusions may
contribute to the current and prospective literature on strategies to catalyze the growth
and profitability of organizations operating in developing and developed countries. At the
same time, individuals may be able to use this study’s findings to reduce the gap between
the sustainability of organizations in developing countries and strategies to fund growth
and profitability. Using capital structure from intercompany has proved successful in
developing countries that face limited financial institutions that could fund organizational
financial needs to grow and realize resilient profitability (Odeyemi et al., 2024).

As with most research studies, this study has limitations, which could be
methodological or field-related limitations. In terms of methodological limitations, this
study was limited only to the qualitative multiple case study method using a
semistructured interviews technique to collect required data, which underwent member
checking and methodological triangulation against secondary data from organizational
documentation and artifacts. I recommend that future researchers replicate the present
study using quantitative or mixed methods with the same business leaders from
developing countries and business leaders from different industries and geographical
locations.

One major limitation that constrained this study is the lack of autonomy that some

participants have to make major financing decisions that could result in catalyzing the
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growth and profitability of their organizations. As hinted in the limitation section in the
first part of this study, all three participants stated that they do not have real authority to
make or even influence capital structure decisions. In their organizations, capital structure
decisions are part of the headquarters' prerogative. At the same time, the local
organizational leaders play only a passive role in informing the headquarters' decision-
making process. | recommend that future researchers replicate the study with more active
organizational leaders having significant influence in financing strategies to realize
growth and resilient profitability.

According to Nanjundeswaraswamy and Divakar (2021), purposive sampling
allows a researcher to choose a sample size to form participants of the research studies
based on specific facilitating factors such as experience and easy access. However,
pundits and scholar-practitioners recommend exercising scientific rigor in selecting
participants to foster objectivity during the interview process (Arrogante, 2021). I used
purposive sampling in this study to form a list of participants because I had worked for
almost two decades in the mining industry and built a list of contacts. Even after using
my contacts, it was not easy to gather the information required to progress my study as
participants were not forming standalone entities that produce standalone financials using
the International Financial Reporting Standard, and I managed to recruit only a small
number of three willing participants. Even though there is no defined number of
participants to recruit in a qualitative study (Yin, 2018), I recommend that future
researchers increase the size of the sample and diversify the participants and their

locations, which can expand the emergence of additional themes.
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Future researchers should also mitigate the risk related to the role of the
researcher. In this study, I played the central role of identifying the participants, preparing
and conducting the semistructured interviews, and finally presenting the findings. The
results of a research study depend on the responses received from the interviews, which
may also include some personal or subjective views of the participants, which I have tried
to mitigate to the best of my ability using member-checking and methodological
triangulation. The results of this study may include a percentage of subjective views and
people-related bias. Future researchers should also mitigate people's biases to further
increase the reliability and validity of their research studies.

Reflections

The doctoral study, words that many people consider magic, has been a
tremendous experience that has challenged my ego, pushed me to the limit, and helped
me discover the real me by pushing me out of my comfort zone. I used to think that the
doctoral study was all about innovation and uncapping new areas of knowledge. The
doctoral study is now just a logical process of events that happen in a sequence that leads
to discovering the truth that is explainable and replicable in different populations,
locations, and times. This doctoral study has been a self-discovery process for me, with
several challenges that I had to face and strategize to overcome on all fronts: academic,
social, and professional. This doctoral study is one of the longest and most demanding
study processes that I qualify as unprecedented in terms of time and financial resources.

The support of my predecessors, combined with my pride in being called a doctor one
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day, a dream becoming a reality, has made me go on and overcome the challenges and
achieve this milestone.

Writing and following the APA style for students with a French background has
not been an easy piece of cake on a golden plate, but it was a motivation to learn and take
the challenge. During this learning process, I have gained more knowledge and exposure
to the rigorous research process, the different research methods, and how to mitigate the
biases linked to the application of each research method, especially the qualitative
research method used in this study to foster reliability and validity. | have gained
confidence in conducting scientific research and improved my writing skills and
professionalism. The requirement to paraphrase precedent studies and support ideas with
academic peer-reviewed references has helped me stop making my own conceived
statements and believing that my ideas form part of the general truth. This research study
has been a process full of insights, confirmation, and rejection of some preconceived
ideas. In fact, through this process, I learned that mining companies in developing
countries use a mixture of internal funding mostly and a small portion of external funding
from minimal lenders. However, the big revelation happened during the study when the
understanding of internal funding differed from ours. In a standalone concept, funding
from intercompany is inherently external funding, even if the lenses of the leaders of the
MNC structure see the intercompany loan as internal. On a personal note, the research
process and comments from my doctoral committee members have shaped me to become

resilient and increase confidence in my capacity because nothing is impossible when
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there is a will; “Pepe, please do not dismay” was a magic encouraging sentence fragment
that kept pushing me as I heard it from my mentor.
Conclusion

Many mining company owners face a high demand for investment when
operating in the mining industry. The mining industry is a highly cash-demanding
business line that requires a strict financial orthodoxy to remain profitably resilient and
see organizational growth. Business leaders struggle with or lack strategies to develop a
capital structure that catalyzes the profitability and growth of their respective mining
companies. Using semistructured interviews with open-ended questions, in this
qualitative multiple case study, I engaged with three business leaders in the mining
industry in a developing country to explore the strategies they used to raise funds to
finance their profit and growth. The two major themes that emerged from the interview
process were (a) funding through overseas intercompany loans and (b) lack of autonomy
in capital structure decisions.

The findings of the present research study revealed a hidden secret of success that
several mining companies have followed. The themes that emerged from the interview
bear an intrinsic value that highlights a particular model of capital structure definition for
success that the plethora of investors desiring to start businesses in developing countries
should have as a prerequisite for resilient profitability and growth. Including the MNC
structure in the organization is a solution to the challenge of the financing structure of
mining companies' capital budgeting and working capital, as the MNC structure opens

access to viable financing markets outside the developing countries. The bank
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syndication is trying to mitigate the impact of the absence of major financial institutions
in developing countries; currently, the syndication remains uncompetitive and demanding
compared to the funds or loans secured through an intercompany arrangement. The
passive role that standalone leadership teams play in making important financing decision
strategies destroys the financial autonomy of the local entities. The absence of local
equity markets or significant financial institutions deprives the local leadership of mining
companies in developing countries of the ability to make or exert significant influence on

financial decisions; the man with cash is king.
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Appendix: Interview Protocol
Capital Structure Strategies for Catalyzing the Growth of Mining Companies in
Developing Countries
The purpose of this qualitative multiple case study is to explore strategies that

leaders of DRC mining companies use to develop capital structures to catalyze
operational profit and growth. The target population will include at least three business
leaders of three operating mining companies in the DRC with successful experience in
developing capital structures to catalyze operational profit and growth. The implications
for positive social change include fostering and securing corporate growth that could
generate more taxes for the country. Government officials could use this additional tax
money to invest in social and welfare projects, redistribute the revenue to balance life
styles, and reduce poverty in the country. The other benefits of profitability and growth
include providing employment security to local community members, enabling
community members to pay their living and education expenses to reduce the

delinquency and foster national development.

Participant Code:

Date: Time:

Notes:
1. Greet interviewee and introduce yourself.

2. Provide overview of the study and indicate the usefulness of the outcome.
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Obtain consent from participant by receiving an email reply with the words “I
consent” prior to the interview. Offer to answer any questions that interviewee
may have.

Remind interviewee about their volunteer efforts to participate in the study.
Remind interviewee about recording the interview and start the recording.

Start the interview by recording interviewee’s pre-assigned coded name, date, and
time.

Start asking interview questions. Allow enough time to answer those questions.
Listen carefully to interviewee. Ask probing and follow-up questions, if needed.

At the end of the interview, thank interviewee for their participation and time.

10. Provide participant my contact information in case any questions arise.
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