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CHAPTER ONE
1.0	INTRODUCTION 
1.1	BACKGROUND OF STUDY
Financial ratio analysis assumes that there is a relationship between certainaspects of the activities of the firm as revealed in the income statements, Accounting figures reported in the financial statement do not provideProfit and loss accountand the balance sheet, which established a pattern of behaviour. The information contained in the financial statement of a company isconnected with the financial well being and performance of the reporting entity, organized to enable users of financial statement to draw a conclusionmeaningful understanding of the performance of the financial position of a firm, except the figure are analyzed with other relevant information throughthe use of financial ratio analysis.
Having established the fact that a ratio is useful and reliable in measuring the relationship between two things, this then gives rise to the need to study the relevance of the financial ratio in the appraisal of First Bank of Nigeria.
1.2	STATEMENT OF PROBLEM
Financial Ratio Analysis is a widely used took assessing the performance of an enterprises.
Financially statement is prepared in terms of historical costs.  They do not fully reflect economic resources and managerial, hence poor decision may be made.  The users of financial information are carried away by the figures displayed in the financial statement observing the trends of the financial investment while over – looking the performance of management as assess whether their resources have out to effective use.  The analytical comparism of a large information is a problem to the users (The management of the company and the external users. Investors, analyst, creditor government and public.
1.3	OBJECTIVES OF STUDY
The study into financial ratio analysis as a tool for appraising performance is to assist the use of financial information make decision predict the future and monitor possible irregularities in managerial behaviours in business.  Thus the main objective of study are:-
-To establish the extent to which accounting ratio can be use to interpret accounting records of First Bank of Nigeria.
- To identify the available ratio for measuring the state of performance of a company.
- To established the effect of ratio analysis on the users of financial statement.
- To ensure current data‟s are use in First Bank of Nigeria.
1.4	RESEARCH QUESTIONS
The study will examine the following questions:
0. Dose non-challant attitude in the use of financial statement affects First Bank of Nigeria?
0. Is ratio analysis a measure of quality into consideration when measuring the performance of the firm?
0. Does obsolete use of data affect First Bank of Nigeria?
0. Is ratio analysis a dependable tool of financial analysis?
1.5	RESEARCH HYPOTHESES
Based on the problems and objectives, the following hypotheses are formulated for study.
Hypotheses1
H0: Non-challant attitude in the use of financial statement does not affect First Bank of Nigeria
H1: Non challant attitude in the use of financial statement affects First Bank of Nigeria.
Hypotheses 2
H0: Obsolete use of data does not affect First Bank of Nigeria 
H1: Obsolete use of data affects First Bank of Nigeria Hypotheses 3
Ho: Lack of competent management does not affect First Bank of Nigeria. 
H1: Lack of competent management affect First Bank of Nigeria.
1.6	SIGNIFICANCE OF THE STUDY
This research and its outcomes hold remarkable significance for the field of ratio analysis, financial performance and management efficiency. The reason for this is that the institutions have not been studied in comparison before, in this particular manner. 
First Bank of Nigeria is one of the first banks in Nigeria,. The outcomes of this study can be used by these companies to each identify how they stand in comparison to the other, and how certain areas can be improved upon. In terms of other companies, it is useful as a guide in the future, as this study will also benefit other sectors in terms of the ratio analysis between companies of similar statures, for suitable outcome inferences. 
In addition to the above, this is a useful study as a part of academia. This is in part due to the very different natures of First Bank of Nigeria, and the in-depth analysis being conducted. It will also show the method of evaluation of financial performance, as a future template for such studies. 
This study is intended to contribute to society by helping in detailed comparisons between the banks, finding trends that are otherwise not noticeable in their performance, using a different method of applying correlation, so that people can make informed decisions regarding their banking operations.  
1.7	SCOPE OF THE STUDY
This study has been limited five years financial summarize of First Bank of Nigeria PLC.  Profit and loss account the value added statement using ratio and adequate interpretation was analyzed.
The study is carried out base on the fact that account represents a true and fair view of the company’s affair and not misleading.
Moreover, financial ratio will be compared with that of previous years using common size of statement, treads analysis i.e reaction of the economic unit overtime of the firm horizontal analysis.
The period was choosing because of its available financial statement representing its operation within the period 2002 to 2006.   
1.8	LIMITATION OF THE STUDY
In the cause of carrying out the research the following limitation are encumbered.  The limitation of the study is majority the limited available and strick access to some data’s demanded by the research from the appropriate body in the organization as a result of high work schedule but however due to continuous patronage the data was later discharge.
Another problem that limited against the smooth conduct of this research work was the high cost of transportation and also strick assess to other schools library but with the help of financial support both from our parent and school authority, the stress or limitation was over come.



1.9	PLAN OF THE STUDY
The research is written to examine financial ratio analysis as a tool for performance appraisal.
The study begins with chapter one that deals with background of the study statement of problem justification of the study and definition of terms.  Chapter two deal.  With the literature review of the work of other author related to this research.  Chapter three emphasizes on research methodology: type of data population and sample size, method of data collection, method of data analysis and brief history of First Bank of Nigeria Plc, Ilorin Chapter.  Chapter Four embraces the data presentation and analysis testing of hypothesis result and analysis of liquidity ratio.  Chapter five deal with summary, conclusion and recommendation.
0. DEFINITION OF TERM
Performance: Is the ability to operate as well as action or achievements consider in relation to how it is (Oxford Advance Learners Dictionary 1995).
FINANCIAL STATEMENT: Are the instrument panel of a business enterprises and constitute a report on managerial performance attesting to managerial failure or success and flashing warming signal impending difficulties (Meigs and Meiga, 1979).
RATIO: Is a simple mathematical expression as well as one member expressed in term of another to show the relation between them and is the most widely use tool in analysis and interpretation of financial statement.
BALANCE SHEET: A statement that show the financial position which summary or the nature and amount of company asset and liabilities and net worth of company in particular year.
PROFIT AND LOSS ACCOUNT: Is an account that shows either the net or profit of the company usually in a year where by the income of such company are credited while their expenses are debited during the preparation of their account
Working capital: Is the excess of current asset over current liabilities of the business enterprises.
CASH FLOW STATEMENT: Is a financial information which provide information about the cash receipts (cash inflow) and cash payment (cash outflow) of an enterprises over a given period of time or in a given accounting year




CHAPTER TWO
2.0	LITERATURE REVIEW 
Many great scholars have ventured into financial ratio analysis of large organization and government parastatals but little has been done with respect to First Bank of Nigeria which is the purpose of the study. This little show of concern may not be connected with the micro level of activities, the crude method of handling financial aspect of the business and the organization of the small scale. Though the financial ratio analysis of First Bank of Nigeria and large business are the same.Differences also exist in appropriation of profit and verification and evaluation of financial result.
Hagen (1976:4) said that one of the most striking changes associated with urbanization in developed countries has been the growth of small scale entrepreneur. These entrepreneurs have contributed significantly to the development of advanced societies. Their contribution varies from society to society but it more pronounced in a society, which has raw materials in abundance, and labour and attaches small importance to it and provides greater security for the operation of First Bank of Nigeria. In a society like ours, which is a transitional phase of growth with limited sources, is likely to experience shortage of promising entrepreneur for balanced economic growth.Also in the face of mass unemployment, the salvation lies in the development of entrepreneurial abilities on one hand or the order hand, which is the encouragement of the existing entrepreneurs.
The search for effective intervention mechanism in the promotion of the small and medium scale business in Nigeria led to the establishment of the following.
· Industrial research institute.
· National advisory committee on small scale.
· Nigerian bank for commerce and industry.
· The regional loans board in 1949
· Small industries credit scheme.
Ezeamama(2010:172) said that the financial strength and firm are weaknesses the revealed in its financial statement. According to him,for a manager to take rational decisions in line with the objective of thefindings, he has to have some analytical tools.
Anuya (2005: 61)said that financial statements are giving totals for classes of the transactionrather than individual transaction and presented in a commonly used form.
Egungwu(2004:141) said that ratio provides benchmark on which analysts summarize large quantitative financial data in order to take qualitative and quantitative decisions about the strengths and weaknesses of the firm.
Financial ratio analysis is defined by pandey (2001) to be process of identity the financial strength and weakness of a firm by properly establishing relationships between the items of the balance sheet and the profit and loss account.
Ishola (1995) started the ratio analysis involves comparing one figure against another to produce ratio and assessing whether the ratio indicate a weakness or strength in the company’s affair.
According to Olowe (1995) ratio analysis is the relationship between financial data in the financial statement to aid financial condition and performance of a firm by properly establishing relationships between the items of the balance sheet and the profit and loss account.
Ishola (1995) stated the ratio analysis involves comparing are figure against another to produce ratio and assessing weather the ratio indicate a weakness or strength in the company’s affair.
According to Olowe (1995) ratio analysis is the relationship between financial data in the financial statement to aid financial condition and performance of a firm.
While Lucky (1998) stated ratio analysis is the systematic production of ratio from both internal and external as to summarize the key relationship and result in order to appraise financial performance. 
From the above definitions ratio analysis is powerful tool to compare ascertain and evaluation the ability of accompany and aid economic and investment decision planning and control as well as performance appraise so that the objective of company could be met.  But a ratio analysis can not be done without basically the se of financial statement which provides basic information of the position of the company.  The fundamental components of financial statement which are commonly used to evaluate business financial condition are:-
1.	The cash flow statement:- A statement showing how cash has been generated and disposed off by an organization it is useful for preparing cash budget ( F. Wood and a sanster 1999).
2.	The balance sheet:- Its shows the financial position of the firm by showing its asset and liability.
3.	The profit and loss account:-  Its shows the profit ability of the company as that period.
	USER OF FINANCIAL STATEMENT 
User of financial statement relly heavily on the information of financial statement to judge the operating performance of the company.
The corporate report published in Britain (1986) identified some group of interested parties of financial statement.  They are equity investor (shareholder) Debenture holder/creditors, government employee analyst and business contact (partnership) and public.  The management of the organization also use the report of internal purpose.  The areas of needs are explained below according to the group:-
1.	Management:- They are the internal user.  Financial statement used by the management in making important operating decision such as pricing of product expansion of productive capacity and internal control.
2.	Shareholder:- They are investor that needed information about firms financial statement on its future prospect in term of return an its future prospect in term of return.
3.	Professional adviser:- They are financial analyst and attempt to establish trend by an analyst of the result of particular business.
4.	Agencies:- They are concern about the profit made for the purpose of tax applicable and that the company comply with all relevant tax law.  
5.	Partnership Agreement:-  They are interest in the financial soundness and solvency prior to entering business relationship.
6.	Creditors:- They confirm credit worthiness of the firm and check asset to stand as collateral.
	MANAGEMENT OF AN ORGANIZATION
Management involved the process of planning organizing and controlling the activities towards business objectives.
Leadership is an integral part of management.  These leaders are called managers or collectively called the management.
It’s the responsibility of a manager of any organization to establish the goal communicate these goals to the member / staff of the organization, delegate task to them and motivate should be involve to stimulated the worker to the attainment of the goals, take collective action when the needs arises.
As successfully manager is expected to do the following:-
· The need to keep a breast of development on his field
· Seeking for a higher responsibility and acceptance of full responsibility for his action.
· The need to make sound and timely decision.
· Assess performance honestly and realistically.
PERFORMANCE EVALUATION 
Performance can be said to be the relationship between accomplishment (output) and effort (input) so, performance evaluation is the review of the result with a view to ascertaining the efficiency of actual performance. It is only when performance are evaluated that conclusion can made on the efficiency and effectiveness of the organization. It revealed the need for comparism of actual with planned performance. 
Performance evaluation can be viewed into two ways: 
1. Financial performance 
1. Managerial performance 
FINANCIAL  PERFORMANCE
Financial performance can be regarded as the firan’s overall activities in an accounting period. It examines the liquidity, profitability, investment utilization, sovency and fin it need financial information to know the financial position within a particular accounting period. 
It helps to ascertain the level of growth and development of the business overtime. 
The technique widely used in financial performance evaluation is to make comparism in ratio analysis.
MANAGERIAL PERFORMANCE
 Managerial performance  assess the  individual  performance based on achievement of objectives and ability to solve a problem through  ideal and innovation  of individual  as well as the managerial in any organization  responsibility are usually delegated so that the failure or success  of any action can  be easily identified. In some cases, managerial performance can be enhanced be motivation of achievement for those promoted.
MANAGEMENT CONTROL SYSTEM
	Management control system is defined as a strategic process by which a manager ensures that the organization attain the set standard. 
	The functions embedded in management control system are: planning coordinating and control. 
	Planning: involves the establishment of policy, strategic and action required to   achieve these objectives. It is futuristic and performed at all level in any organization. It enable manager to adapted and adjust to the changing environment planning (a matter how effective) does not guard the success except it is well implemented. There are three classifications on planning on basis of time , dimension and direction. 
0. short term  planning 
0. medium term planning
0. long term planning
Short term planning: is knows as planning which involve the preparation of data, led plan as usually a year. The statement of plan’s called budget where by plans are express in quantitative form usually money terms covering are year. It provides early attainment of performance and a new design can be made easily it be past performance poor. 
	Medium term planning: it involve restructuring of planning due to unsuitable change in the environment, it controls the long term plan.
	Long term planning: cover longer i.e more than one year, its important because  it depends on the objectives of the company over long period of years, it established an objective which looks into the future. It consist of several stages, the assessment stage, the objective state, the appraised stage ( swert analysis ) and the evaluation stage. 
	Coordination:  several parts of the organization must work together to achieve and this requires that the activities of each  unit  must be coordinated with activities of other units. 
	Control: A system or process in which expectation and actual performance are compared and the comparism serve as a basis for determining the proper response to operating result inform of corrective action to  be taken  at the planning or the  decision making  level as well as the performance level. It involve measuring current performance and guide towards predictive mind goals and reinforces other management functions. 
METHODS OF PERFORMANCE EVALUATION 
Performance evaluation can be done with two methods namely: interfirm analysis and intra-firm analysis. 
1. Inter-firm analysis: it involve the comparism of firm working in the same industry. The basis of comparism may be that the firms produce the same set of good and services and have similar accounting practices. 
1. Intral-firm analysis: it involved the comaprism of financial figures of a firm overtime. It tends to study the performance of a firm over the past period. 
ANALYSIS AND INTERPRETATION OF  FINANCIAL  STATEMENT 
Financial statement analysis emphasis the examination of financial position of the  company. Then the interpretation of accounting may be said to be art and science of translating the figures there in such a way as it reveal the financial strength and weakness and the cause, which have contributed there to (K.A ISHOLA).
There are reasons for analysis and interpretation, which are: 
· To identify the  soundness of firm 
· To asses the solvency of the business entity. 
· To determine the 
· Financial health of the company. 
Financial analysis can be categorized into different types, Trend analysis, comparative analysis, common size and ratio analysis will used to analysis the financial statement of first Bank of Nigeria. 
DEFINITION AND RELEVANCE OF FINANCIAL RATIO
According to oxford advance dictionary, ratio is the relationship between two amount determined by the number of times are contain in the others. 
Ration is the standard of comparism. 
The collection of ratio is a systematic basis allows trend to merge. Ratio analysis is use by accountants and by independent auditor in analytical review of an audit.
CLASSIFICATION OF RATIO ANALYSIS 
There are some basics way of classify ratio and how  it can be applied. They are: 
· Classified base on use of information 
· Classified in term of data source
· Classified based on what it want  to measured
· Classified based on aggregation. 
For the purpose of the study classification of ratio on what it wants to measured in used. These are ratios concern with financial analysis of the company. 
They are: 
· Liquidity  and solvency ratio
· Activity ratio
· Profitability ratio
· Investment ratio
All these ratio are used for the analysis of the financial statement of first Bank  of Nigeria Plc Ilorin branch  in the next chapter.
· Liquidity and solvency ratio : it measures  the ability of t he company  to meet its current obligation  and are  measured by establishing a  relationship between each and other current assets to current   obligation.  It is necessary to strike a balance because how liquidity ratio makes a company become insolvency, which leads to bad credit image likewise high ratio lead to idle asset earning nothing.  The most ratio which indicate the extent liquidity are:-
1. Current ratio:-  It compares the liquid assets of the business with the short term liability.  It is calculated as follows:
Current ratio 	=	Current asset
				Current Liability 
1. Acid test ratio:- This ratio is retirement of the current ratio in such business where the stock turnover is slow.  It represents a more stringent test of liquidity: 
This ratio is know as current ratio.
Acid test ratio =	Current asset
				Current Liability 
Solvency looks at the ability of a firm to meet short and long term creditor.
They are concerned with debt payment abilities.  These are the leverage ratio. They are:-
1. Debt ratio:- It shows the extent of cover for debt of the company by total assets. Debt ratio = Total debt 
 Total asset 
1. Debt equity ratio:- It measures the financial claims of creditors and owner of financial against the firm assets.  It calculated as follows:
Debt equity ratio = Total Debt 
			    Shareholder equity  
1. Gearing ratio:- Preference share to loan capital 
  Ordinary share of Reserve 
1. Activity ratio:-  These ratios are good indicators of the cash elasticity of the utilization of assets.  They are:-
0. Stock turnover:- This is another measure of him vigorously a business is trading  it serves as a regular of the stocks.
Stock turnover = Cost of sales 
			Average stock
	Note average stock = opening stock of closing stock
 				                  2
2.	Debtor turnover:- It shows the degree of responsiveness of debtors.  The ratio is calculated as follows.
	Debtor turnover = Annual credit sales 
				Debtors
3.	Average collection period:- It shows the average length of time in which debts remain uncollected.  It is calculated this Average collection period = Debtors x 365 days
				   Annual Credit sales  
4.	Fixed asset turn over  = Sales 
					 Net Fixed asset
c.	Profitability and efficiency ratio: These are ratio used to measure the operating efficiency of the company in term of profit.  The excess of revenue over expenses is called profit, which is the ultimate goal of every firm.  Profitability ratio is the most important aspect to management, creditor and owner to get optimal investment.  Profitability ratios are of two:-
	1.	These showing profitability in relation to sale.
	2.	Those showing profitability in relation top investment.
Profitability in relation to sales
1.	Gross profit margin:- it is the gross profit expressed as a percentage of net sales or turnover.  It is computed as follow 
	Gross profit x 100
     	      Sales  
2.	Net profit margin:- This ratio establisher a relationship between net profit and sales Net profit margin= Net profit after tax x 100%
 		sale
Profitability in relation to investment 
1.	Return on asset ratio:- This ratio is used to test the effective use of the assets of the business.
	Return on asset	=	Net profit x 100%
					Total assets
2.	Return on capital employed = Net profit
	Shareholder equity
d.	Investment ratios:- These ratio are designed to help investor asses the return on their investment.  It helps investment to appraise the performance of companies in terms of share prices and yield.
	1.	Dividend per share = 
Dividend announced during the period
		Number of share in issue
	2.	Dividend pay out ratio
Dividend announced for the year x 100%
Earning for the year available for dividend
3.	Dividend yield ratio:- This is use to evaluated the shareholders return in relation to current market value of the share.  It is computed as:	
	Dividend on the sale x 100%
	Current market value per share 
	 4.	EPS= Earning available to ordinary shareholder 
		Number of ordinary share in issue
	5.	Or Net profit after tax
		     Number of share in issue
	TOOLS FOR FINANCIAL ANALYSIS
Financial statement is the major tools in understanding what happens to the firm‟s finance as it pursues it business activities. “The balance sheet, income statement, profit and loss account and changes in owners‟ equity when used together offers valuable insight into the firms effort to achieve liquidity and profitability”This was stated by Hampton. Bull (1980) view financial analysis as the analysis of financial ratio which assumes that there is a relationship between certain aspects of the activities of the firm as revealed in the income statement, profit and loss account and the balance sheet which establishes a pattern of behaviour.
The analysis involves two types of comparison and they are as follows:
· Comparing the present financial ratio with past ratio and expected future ratio for the same company.
· Comparing the ratio of one firm with those similar firms at the same point in time.
All business activities want to know how well or badly it has performed. Through the evaluation of its performance in terms of effectiveness and efficiency it will be able to determine how well it has fared. In the area of efficiency and effectiveness, it might want to know its tangible performance for instance, the nature and quality of goods and services provided and also want to evaluate the level of its utilized resources available.
	RATIO ANALYSIS AND STANDARD OF COMPARISON
This is a powerful tool of financial analysis. A ratio is defined as the individual quotient of two mathematical expressions and the relationship between two or more things. It is also used as a yardstick in the evaluation of a firm‟s performance. A firm‟s performance can only be said to be good or bad only when the net profit figure is related to relationship between two accounting figures expressed mathematically. For a financial analyst to make a qualitative judgment also uses it. It also involves the comparison for a useful interpretation of the financial conditions; it should be compared with some standards.
Standards of comparison consist of the following:
· Ratio developed using the Performance financial statement of a firm.
· Ratio of the industry to which the firm belongs.
· Ratio calculated from past financial statement of the firm
· Ratio of some selected firms especially the most progressive and successful at the time point in time.
One the easiest ways to evaluate the performance of a firm is to compare the present ratios with the past’s comparison ratios. When financial ratio over the period of time is compared, it gives on insight to the direction of change and reflects whether the firm‟s financial position and performance has improved or deteriorated. This is only useful when the firms accounting policies and procedures remain constant thereby having no change.
Another type of comparison is the comparison of the ratio of one firm with that of some selected firm in the same industry at the same point in time. This shows the relative financial position and performance of the firm.
Chandra (2001: 453) states that ratios are useless except if it is based on an item or standard of comparison.
Lucy defines it as ratio prepared consistently or regularly without a basis of comparison can be divided into five parts namely:
1. Cross section analysis
1. Trend analysis
1. Comparative common analysis
1. Industrial average
1. Cross section analysis deals with the comparison of two companies, which operate the same kind of business together.
1. Trend Analysis this is also known as time series a period of time which will enable them detect secular changes and also the avoidance of bias.
1. COMPARATIVE COMMON SIZE ANALYSIS: in this analysis the items in the balance sheet are stated as percentage of total sales, such percentage statement are common size statement. this help to reinforce the findings of trend analysis. This provides a useful perspective and facilitates better understanding. There are also useful aids used in sensitizing the analyst to emerging trend and secular changes.
1. INDUSTRIAL AVERAGE: Average is derived from statistical data collected from firms within the industry. It is a standard of performance set by experts to measure the performance of firms in the same industry.
1. INDEX ANALYSIS: Here the items in the comparative balance sheet, income statement are expressed as an index relative to the base year and the items in the base year naturally assume a value of 100.
2. Du point Analysis: it is a useful system of analysis, which considers important inter- relationships based on information found in the financial statement and this has been adopted by a large number of firms.
	TYPES OF FINANCIAL RATIO
The computation done in financial statement used in interpreting the financial position of a firm is done through ratio.
Financial ratios to be applied to affirm are numerous and they are as follows:
· Ratios that concerns management
· Ratios of shareholders
· Long-term debts providers
· Suppliers.
Financial ratios are classified thus:
LIQIUDITY RATIO: These are used to estimate a company‟s ability to pay its short-term debts. These are said to be liquid funds, which consist of cash, short term investment which has a ready market, fixed term deposits with a bank, trade debtors and bills of exchange receivable. The two basis liquidity ratio is the current ratio and the quick ratio.
1. CURRENT RATIO: The current ratio is calculated by dividing current assets by current liabilities in which the current assets are being converted into cash in order to produce the funds needed to pay current liabilities.
Current Ratio = CURRENT ASSETS CURRENT LIABILITIES
1. QUICK RATIO: This is more stringent, because it does not count inventory as part of the firm‟s current assets. it is also known as acid test ratio. It is also based on current asset, which is highly liquid, Thereby reducing it by reducing inventories.
QUICK RATIO =QUICK ASSETS
CURRENT LIABILITIES
Quick assets include debtors and bills receivable.
1. Cash Ratio: This includes cash and bank balance, and short-term market securities and this are the most liquid assets of a firm.
CASH RATIO= CASH+ BANK BALANCE+ SHORT-TERM MARKET SECURITIES
CURRENT LIABILITIES
PROFITABILITY RATIO: It measures the firm‟s efficiency at generating profits. Some of the basis profitability ratios are return on assets and return on equity. The profitability ratio shows the firm result of a business in its ability to make profit in its activities thereby measuring the efficiency of the firm‟s activities. Profitability ratio is calculated by the establishment of a relationship between profit figures, sales and assets.
Egungwu (2005:125) define profitability as a measures of management overall effectiveness as shown by the returns generated on sales and investment.
The ratios under profitability are as follows:
2. PROFIT MARGIN RATIO: Here we have the gross profit margin ratios and the net profit margin ratios. It measures the profit made on sales. Earning profit before depreciation interest and taxes
= (PBDIT OR EBDIT) X 100
SALES	1
1. GROSS PROFIT MAGIN RATIO: Is the difference between net sales and the cost of the goods sold divided by sales production as well as pricing are being measured in order to determine its efficiency.
GROSS PROFIT MARGIN RATIO= SALES –COST OF GOODS SOLD
SALES
= GROSS PROFIT
SALES
2 NET PROFIT MARGIN RATIO: is obtained when operating expenses, interest and taxes are subtracted from gross profits. the net margin ratio is measured by dividing profit after tax by sales
Net profit margin = profit after tax sales
2. ASSET TURNOVER: This measures how well the assets of a business are being put into use to generate sales.
Return on capital employed= sales capital employed
The combination of these two gives rise to the return on capital employed.
Return on capital employed= profit before interest and tax x 100 capital employed 1
C. Ownership Ratio: this assist a stockholder in the analysis of present and future investment and it can be calculated through the following ratios.
1. EARNING POWER: This is used in inter-firm comparison. it is used as a measure of business performance; it is also not affected by payment and change in interest rate.
Earning Power =Profit before interest + tax (EBIT)
Average total sales
1. EARNING PER SHARE (EPS): I.M Pandey (2004) defined earnings per share simply show the profitability of the firm on a per share basis; it does not reflect on how much is paid is paid as divided and how much is retained in the business. but as a profitability index, it is a valuable and widely used ratio. It also gives the share holder an opportunity of company one year earnings with that of another.
Earnings per share=profit after tax number of shares outstanding
1. PRICE EARNING RATIO: Heltert (1987: 67) defined price earnings ratio as “earning multiple”. it is used to show how the stock market judge a company‟s performance and prospects. The greater the price earnings ratio, the greater the demand for the shares.
price earnings ratio (PER) = market value per share Earnings per shares
1. RETURN ON EQUITY: This is defined as profit after taxes divided by share holders‟ equity which is given by net worth.
Return on equity (ROE) = profit after taxes Net worth (equity)
1. DIVIDEND COVERS: This defined as net profit after tax plus preference divided by ordinary dividend paid and proposed.
Dividend cover =Net profit after tax + preference dividend
Ordinary dividend paid and proposed
However, it should be noted that the numerator of these ration represent current values while the denominator represent historical values.
1. VIABILITY RATIOS. These are divided into
3. Activity Ratio
3. Leverage Ratio
eActivity Ratio: They are the ratio used to measure the efficiency of utilization of assets to generate sale revenue. activity ratio can be divided into five important groups namely
1. Debtor turnover
1. Average turnover
1. Inventory turnover
1. Fixed asset turnover
1. Total asset turnover
DEBTOR TURNOVER: This is known as receivable turnover. itindicates the numbers of time debtor‟s turnover each year.
Debtors Turnover =	Credit sales
Average sales
AVERAGE COLLECTION PERIOD: This shows the number of days worth credit sales that is in the account receivable
Average collection period = Average Debtor
Net sales
INVENTORY TURNOVER: This is also known as stock turnover. It indicates the efficiency of the firm in the producing and selling its product. it is calculated by dividing the cost of goods sold by the average inventory.
Inventory Turnover = Cost of goods sold
Average inventory
FIXED ASSET TURNOVER: Measures how a firm may wish to know how its efficiency of utilizing fixed assets
Fixed Asset Turnover = sales
Net fixed Asset
B. LEVERAGE RATIO: These are otherwise known as long-term solvent ratio. They are ratios used to measure the ability of the company to meet its long-term indebtedness as and when due and also to determine the long-term stability of the equity. These are two types of ratio commonly used in analysis of financial leverage:
1. Structural ratio
1. Coverage ratios
1. STRUCTURAL RATIO: These are based on the proportion of debt equity ratio and debt asset ratio.
1. COVERAGE RATIO: This used to test the firm‟s debt servicing capacity and the sources of meeting these needs.
2.2	CONCEPTUAL FRAMEWORK 
As Eugene (1991) notes, market efficiency is a continuum. The lower the transaction costs in a market, including the costs of obtaining information and trading, the more efficient the market. According to Eugene (1991), The Efficient Markets Theory (EMT) of financial economics states that the price of an asset reflects all relevant information that is available about the intrinsic value of the asset. Although the EMT applies to all types of financial securities, discussions of the theory usually focus on one kind of security, namely, shares of common stock in a company. 
A financial security represents a claim on future cash flows, and thus the intrinsic value is the present value of the cash flows the owner The informational efficiency of stock prices matters in two main ways. First, investors care about whether various trading strategies can earn excess returns. Second, if stock prices accurately reflect all information, new investment capital goes to its highest-valued use. This study also examined Kahneman and Tversky's prospect theory in the commercial banking industry. Prospecttheory predicts increased risk-taking behavior in the presence of below-target outcomes. Fishburn redefined risk (commonly measured as dispersion about the mean outcome) as the integral of a function that is based on distance below target outcome. 
Decision makers will be risk-seeking if they perceive themselves to be operating below target. Conversely, if they are operating above target, they will be riskaverse. According to prospect theory, an individual can rationally exhibit differing degrees of risk aversion over time, depending on his position relative to target outcome (Laughhunn, John, & Roy, 1980). Segal (1987) suggested that decision makers will not necessarily reduce probabilities (multiply them to arrive at joint probabilities) when confronted with an ambiguous lottery, i.e., one for which the probabilities are uncertain. When probabilities are unknown, individuals may exhibit ambiguity aversion, not entirely unlike risk aversion. However, in the context of the commercial banking industry, this framework seems to offer little potential explanatory power for perceived increases in risk taking
2.2.1	CONCEPT PROFITABILITY RATIOS 
Lesáková (2007) states in her study that profitability ratios are ones that show the firm’s capacity to earn a reasonable return and profit on their investments. Profitability ratios indicate the financial health and also measures how efficiently the firm is looking after its assets. Surjaatatmadja and Yusuf (2018), highlight the importance of profitability in sustaining the firm’s survival in the long run and shows if the firm is having any positive prospects in the forthcoming years. Profitability ratios can be separated into two main groups. The first being the margin ratios which are the ratios used for the analysis regarding how the sales revenue of a company is converted into profit. The other are the return ratios which are used to determine how the owners/shareholders are given a profit by the company. 
Hall and Weiss (1967), Bothwell at al. (1984) and Wilder (1990) all have claimed the positive link that profitability shares with a company’s financial performance and management efficiency. The higher the profitability, the more financially sound a firm is. Additionally, Gangadhar (1982) carried out a study on firms in India where he noted that a fluctuation in the profitability of those firms directly impacted the profitability of those said firms.
2.2.2	LIQUIDITY RATIOS
Liquidity refers to an organization’s ability to pay off its short-term debts. It is ideal that these short-term debts are internally financed by the organization and the need for external financing does not arise (Ahmad, 2016). In order to calculate a company’s liquidity, liquidity ratios are computed. The four main types of liquidity ratios are current ratio, cash ratio, quick ratio and working capital ratio (Andre, 2013). Each varying liquidity ratio takes into account differing elements of a company’s financial statements to calculate liquidity such as current assets, marketable investments, cash, current liabilities and more (Robinson et al., 2015). Various research has been carried out on trying to understand if there is any connection between a firm’s liquidity and its financial performance. 
According to Bardia (2004), the financial performance of an organization is indeed determined by how effectively its liquidity is managed. This claim is further supported by Ali and Bilal (2008) from Jordan and Ehiedu (2014) from Nigeria as their research, too, founded that a company’s liquidity significantly impacts its ROA (return on assets) in a positive manner – the higher  the liquidity, the higher the profitability. Furthermore, studies carried out in Sri Lanka and Kenya used both ROA and ROE (return on equity) as test subjects and they also discovered a positive link between the two variables (Madushanka & Jathurika, 2018). Whilst many researchers are of the opinion that liquidity does largely impact a firm’s profitability, there are some studies that indicate the opposite. Recently, a study carried out by Mohammed et al. (2020) asserted that liquidity and by large, liquidity ratios are not a tell-tale sign of a firm’s financial performance or efficiency. 
In fact, some research even concluded that liquidity and financial performance are inversely proportional by stating that there is a negative impact of both variables on one another (Noor & Lodhi, 2015). Some research papers are very consistent with their findings whereas some are unsure and allow room for further study. The main focus of this project are Bank Muscat and Bank Nizwa and since banks are an influential business, it is all the more important to carefully assess their liquidity and the impact it has on their financial performance. 
2.2.3	EFFICIENCY RATIOS 
Efficiency ratios determines how intelligently a company is able to utilize and allocate its resources such as assets, labour and capital (Baik et al, 2013). Essentially, the amount of revenue a company is able to generate in comparison to the money it spends on carrying out its operations. This is calculated through ratios such as asset turnover ratio, account receivables turnover, account payables turnover and more (Santosuosso, 2014). 
A firm’s efficiency does have a direct impact on many other variables but primarily on financial performance and management efficiency (Santosuosso, 2014). 
A study carried out by Barr et al. (2013) on banks in the USA concluded that there is a positive association between efficiency, financial performance and management efficiency. This claim was further supported by Baik et al. (2013) who did research on multiple sectors within an economy and by Greene and Segal (2004) who conducted a study on the insurance sector. All these studies were done using analysis methods and techniques such as Data Envelopment Analysis and Stochastic Frontier Analysis. Additionally, a technique known as the Dupont System has also been used by various researchers to examine the link between efficiency, financial performance and management efficiency (Fairfield & Yohn, 2001). 
Additionally, Nguyen and Swanson (2009) have also gone on to compare efficient and inefficient firms from around the world in their research to provide an all-round view of the effect efficiency has on financial performance. It was found from their study that indeed these variables are directly proportional and do share a positive correlation – the higher the efficiency, the better the financial performance and management efficiency. Clearly, most research indicate and point to the same conclusion which is that efficiency has a positive impact on a company’s financial performance and management efficiency. This will further be delved into in this paper. 
2.3	THEORETICAL FRAMEWORK 
Stakeholders Theory 
This study is anchored on the Stakeholders Theory. Stakeholder Theory was propounded by Edwards R Freeman in 1983. It argues that there are other parties involved in a business organization which includes employees, customers, suppliers, financiers, communities, governmental bodies, political groups, trade associations, and trade unions. And their interest must also be satisfied. It posits that companies should align the interest of the shareholders and assess the performance of the firms using financial ratios. Moreover, the effect of financial ratio on firm performance will directly affect the decisions made by the stakeholders of the company, and will also give them an insight into the financial performance and position of the firm (Agbata, 2021). 
Capital Adequacy Theory 
According to Muhammad (2008, p. 161) alan Capital is a picture of the bank's ability to meet 
capital adequacy According to Taswan (2010, p. 214) affirms that Bank Capital is funds invested by the owner in the framework of establishing a business entity intended to finance the Bank's business activities in addition to fulfilling regulations set by the monetary authority. 
From the theory regarding capital adequacy shows the ability of banks to maintain sufficient capital and the ability of bank management to identify, monitor and control risks that arise and can 
influence the size of bank capital. The bank's capital function according to Taswan (2010, p. 214) explains the following: 
a. To protect depositors by counteracting all banking business losses as a result of one or a combination of banking business risks, for example the occurrence of insolvency and bank liquidity. 
b. To increase public trust regarding the ability of the Bank to fulfill obligations that have matured and provide confidence regarding the continuation of the Bank's operations despite the occurrence of losses. Based on the literature review, previous research and the framework related to research variables, the formulation of the hypothesis that can be formulated is: 
1. The size of the firm is thought to affect the Bank Performance (ROA) of National Commercial 
Banks.
2.4	EMPIRICAL REVIEW 
Agbata (2021) researched the effect of financial ratios on the firm performance of quoted breweries firms in Nigeria. Data for the study was gotten from secondary sources obtained from the NSE fact books and annual reports/accounts of the selected Breweries Companies. It made use of ex-post facto research design. Out of the thirteen (13) quoted Breweries firms gathered as the population of the study, four (4) were selected to form the sample of the study for the period of nine (9) years (2010-2018). Pearson correlation coefficient and regression analysis were used to analyze the statistical Data obtained. The findings of this study were that Nigerian brewery companies are relatively using an optimal mix of debt and equity which is evident from the significant positive relationship of the debt-to-equity ratio with the financial performance of the Nigerian Breweries. 
Ayodele (2015) researched ratio analysis as a corporate performance measuring tool. It examined the importance of ratio analysis to corporate entities by showing its contributions to the performance of the companies. Data were obtained from secondary sources; they were extracted from Zenith bank Plc within the range of twelve (12) years (2000-2011). The ratios examined in this study were, total debt ratio, return on equity ratio, cash ratio, earnings per share ratio, and dividend per share ratio. Simple percentage increments were also estimated on each of the indices mentioned in a tabulated form. The findings show that the use of ratio analysis by the firm has assisted it in making meaningful comparisons and taking appropriate decisions for improvement. Therefore, it can be said that ratio analysis has served as a veritable tool for measuring the company’s performance. 
Akhor (2015) researched performance evaluation through ratio analysis of selected quoted firms for the periods 2009 and 2013. A simple ordinary least square regression technique, descriptive statistics, and Pearson correlation matrix was employed in this study. The empirical findings using the simple regression techniques revealed that liquidity ratio has a negative and significant impact on firm performance. Leverage and market ratio have a negative and positive insignificant impact on firm performance. The profitability ratio has a significant positive impact on firm performance evaluation as well. 
Appah (2021) carried out an empirical study on liquidity and profitability ratios on the growth of profit of listed oil and gas firms in Nigeria. The study employed ex-post facto and correlational design and the Data was obtained from annual reports of sample companies for the period 2014 to 2019. The secondary Data obtained from the published financial statements of the sampled firms were analyzed with descriptive, correlation matrix, and multiple regression. The results obtained from the multivariate analysis suggested that current ratio, acid test ratio, gross profit ratio, net profit ratio, net working capital, return on assets, return on equity and return on capital employed do positively and significantly affect the growth of profit of listed oil and gas firms in Nigeria.
CHAPTER THREE
1. RESEARCH METHODOLOGY
3.1	INTRODUCTION 
This chapter deals with details explanation of the study, it reveals the instruments used, the population of the study, the size of the samples, how they are collected, selected the statistical procedures, its analysis and the formula used for the calculation. 
This project research discusses the method of analysis , sources of data relevant  areas of  investigation and data collection. 
The essence of data collection is to make sure that data collected are subjected to analysis so that the work is justified and objectives of work that  have been achieved.
3.2	RESEARCH DESIGN
This study made use of survey research. It attempts to evaluate the importance of financial ratio and the method used for the survival and growth of the First Bank of Nigeria especially during the period of economic depression and instability.
3.3	POPULATION AND SAMPLE SIZE
The population of this study constitute of all users of ratio analysis, however, in selecting the sample to be surveyed  attention was given to measuring t he representativeness for  the sample. 
In this regard this size was limited to so (fifty) respondents which primarily constituted members/staff of first Bank of  Nigeria  Plc representing a sub-set of the population. 
The sample chosen for the research work stems from couple of reason which include: homogeneity of the population, types of sampling design and  the degree of accuracy or precision desired. 
3.4	METHOD OF DATA COLLECTION 
The data are collected using questionnaire administered by the respondents, furthermore, from financial statement of bank were collected and used. Statistical tool was used to further analysis the data was also carried    out through mathematics calculation and model. 
3.5	METHOD OF DATA ANALYSIS
Test were carried out using financial ratio base on what is worth to  measure.  It include activity ratio liquidity an solvency ratio profitability and efficiency ratios, investment ratio and financial survival was carried out  using altman models
Z=0.012x,+ 0.0142x 0.033x3 + 0.006 x +0.01x
Where x = Gross current assets
		Gross total assets 
Current liabilities are not deducted from the current assets under the United Kingdom conversions.
X2 	profit before interest and tax 
	Gross total assets
X3	profit before interest and tax 
	Gross total assets
X4	marketing value of equity 
	Gross total assets
X5	sales 
	Gross total assets 
Intra- firm evaluation was in comparism of company pest performance with that of the present using  horizontal  analysis. 
	Value added ratio were used to analysis the value added statement furthermore, chi-square (X2) method of statistical analysis are used to test the hypothesis formulated for the study.
Chi- square (X2) is given by 
X2 = ∑ (0-e) 2 
	    e
 where O = observe frequencies 
	   E= Expected frequencies





3.6	BRIEF HISTORY OF FIRST BANK OF NIGEIAN PLC, ILORIN BRANCH
First Bank of Nigeria Plc was incorporated as a limited company in London 31st march 1894 with the head office in Liver pool and started business under the corporate name of the  Bank Britain west Africa (BBWA)
The  Bank center under took several restruing exercises. Firstly, it changes its name from Bank of Britain of West Africa to bank of west Africa Limited 1966. then it was incorporated  in Nigeria  as the  standard Bank of Nigeria Plc respectively. 
The bank has a chequcred industry in SMES financing (i.e small  and medium enterprises). Their comment is drivfen by the fact that they support government policy on the liberalization of the economy and  the need to have benefits in  a private sector  led economic growth model. In themed 80s to early 90s, first Bank participated in various financial schemes with the assistance of the world Bank and the Africa Development Bank to assists SMES. This includes: 
1. world Bank SME  loan scheme
1. African Development Bank expert stimulating loan (ADB/ESL) scheme
1. CBN rediscounting  and refinancing facility (RRF) 
1.  National economic reconstruction fund (NERFUND).ETC.
Moreover, in 1996 the bank introduced the FBN century 11. Projects to revolutionize its operation in line withthe dynamic of the market.
Also the bank in conjunction with other banks is promoting project to eliminated the risk of carrying huge cash for transaction purpose, which is called first Bank value card. 
	With a total number of 206. 116 share holders, with 14 of them holding 20. 99% of the stakes.



CHAPTER FOUR
4.0	DATA PRESENTATION AND ANALYSIS
4.1	INTRODUCTION
In this chapter, it is designed and aimed at analyzing and interpreting all the response obtain from the administered questionnaires.
4.2	ANALYSIS AND INTERPRETATION OF RESPONSES
Out of 60 questionnaires distributed, only 55 were completed and returned. The data presentation and analysis consequently based on a sample size of 55 which is the data producing sample. The method of data analysis used is the simple random sampling which is easy to understand.
TABLE 4.0.QUESTIONNAIRE
	
	Return
	Not returned
	Total

	Junior staff
	30
	1
	31

	Senior staff
	20
	1
	21

	Management
	5
	3
	8

	
	55
	5
	60


SOURCE: Researcher’s Field Survey, 2025
Percentage
55 x100 =92%
60
5 x100 = 8%
60	100
The above table indicates that 100% representing only staff, only 92%representing 55 respondents were returned and 8% representing 5 respondents were not returned.
QUESTION 1: DO YOU CONDUCT FINANCIAL ANALYSIS? TABLE 4.1 CONDUCT OF FINANCIAL ANALYSIS
	Respondents
	Yes
	No
	Total

	Junior staff
	15
	6
	20

	Senior staff
	10
	12
	22

	Management
	5
	7
	12

	
	30
	25
	55


SOURCE: Researcher’s Field Survey, 2025
Percentage
30 x100 =55%
55
25 x100 =45%
55	100%
The table above table represents the responses from the respondents in question 1 from this, it indicates that 55% representing 30 respondents agreed that financial analysis is been conducted while45% representing 25 respondents disagree.
TABLE 4.2
QUESTION TWO DOES NON CHALLANT ATTITUDE IN THE USE OF FINANCIAL STATEMENT AFFECTS SMALL SCALE?
	Respondents
	Yes
	No
	Total

	Junior staff
	30
	-
	30

	Senior staff
	15
	2
	17

	Management
	5
	3
	8

	Total
	50
	5
	55



SOURCE: Researcher’s Field Survey, 2025
Percentage 50 x 100= 91
55
5 x100 = 9
55	100
	The above represent respondents in question 2 from this, it shows that 91% representing 50 respondents support that non challant attitude in the use of financial statement affects small scale business 9% representing 5 respondents said no to the fact.
TABLE 4.3
QUESTION3 RATIO ANALYSIS ARE ONLY GOOD AS THE DATA UPON WHICH THEY ARE BASED OR THE INFORMATION WITH WHICH THEY ARE COMPUTED.
	Respondents
	Yes
	No
	Total

	Junior
	10
	2
	12

	Senior staff
	15
	3
	18

	Management
	25
	-
	25

	Total
	50
	5
	55


SOURCE: Researcher’s Field Survey, 2025
Percentage: 50 x100 =91%
55
5 x 100 =9%
55	100%

The above table represents respondents from the respondents in question 3 from this, it shows that 91% representing 50 respondent support that ratio analysis are only good as the data upon which they are based or the information which they are based while9% representing 5 respondents said noto the fact.
QUESTION 4 DOES OBSOLETE USE OF DATA AFFECT SMALL SCALE BUSINESS?TABLE4.4
	Respondents
	Yes
	No
	Total

	Junior
	5
	2
	7

	Senior
	10
	3
	13

	Management
	30
	5
	35

	
	45
	10
	55


SOURCE: Researcher’s Field Survey, 2025
Percentage:
45 x 100 =82%
55
10 x100 =18%
55	100%
	The above table represents respondents from the respondents in question 4 from this, it shows that 82% representing 45 respondents support that obsolete use of data affect small scale business 18% representing 10 respondents do not agree.
QUESTION 5: DOES YOUR ORGANISATION OPERATE A SOLE PROPRITORSHIP BUSINESS?
	Respondents
	Yes
	No
	Total

	Junior
	20
	-
	20

	Senior
	10
	-
	10

	Management
	25
	-
	25

	



	55
	-
	55


TABLE 4.211 THE NATURE OF THE BUSINESS
SOURCE: Researcher’s Field Survey, 2025
SURVEY, 2025 55 x100 =100%
55
The above table represents the responses from the respondents in question 5. This indicates that 100% representing 55 respondents are of the opinion that the organization operates sole proprietorship business.
QUESTION6: DO YOU USE SETTLEMENT OF OVERHEAD AS A MEANS OF APPLYING FOR AVAILABLE FUND?
TABLE 4.6
	Respondents
	Yes
	No
	Total

	Junior
	-
	15
	15

	Senior
	10
	-
	10

	Management
	30
	-
	30

	
	40
	15
	55


SOURCE: Researcher’s Field Survey, 2025
Percentage:
40 x100 = 73%
55
15 x100= 27%
55	100%
The above table represents responses from respondents in question 6 from this, it indicates that 73% representing 40 respondents support the use of settlement of overheads as a means of applying for availablefund.27% representing 15 respondents disagree with the fact.
QUESTIO7 Do your enterprise uses ploughing back or Retained earnings into business?
TABLE 4.7
	Respondents
	Yes
	No
	Total

	Junior
	-
	7
	7

	Senior
	10
	8
	18

	Management
	30
	-
	30

	
	40
	15
	55


SOURCE: Researcher’s Field Survey, 2025
Percentage:
40 x100 =73%
55
15 x 55=100
55
The above table represents the responses from the respondents in question 7. This indicates that 100% representing 55 respondents are of the opinion that the enterprise use ploughing back profit or retained earnings into the business
QUESTION 8: ARE YOUR TRANSACTIONS IN BOTH CASH AND CREDIT? TABLE 4.8
	Respondents
	Yes
	No
	Total

	Junior
	20
	-
	20

	Senior
	15
	-
	15

	Management
	30
	-
	30


SOURCE: Researcher’s Field Survey, 2025
Percentage:
55 x100= 100
55
From the table above, it shows that overall respondents agree that the organization transactions are in both cash and credit.

QUESTION9 Do you prefer marketing strategies as a means of making sales? TABLE 4.9
	Respondents
	Yes
	No
	Total

	Junior
	15
	-
	15

	Senior
	10
	-
	10

	Management
	30
	-
	30

	
	55
	-
	55


SOURCE: Researcher’s Field Survey, 2025
Percentage: 55 x100 =100
55
The table above represents the responses from the respondent in question 9. This indicates that 100% representing 55 respondents are of the opinion that marketing strategy is used by the small scale business.




TABLE 4.10:
QUESTION 10: DO YOU AGREE TO THE FACT THAT THE RATE OF PERFORMANCE OF YOUR BUSINESS IS HIGHLY PROFITABLE?
	Respondents
	Yes
	No
	Total

	Junior staff
	5
	10
	15

	Senior staff
	-
	30
	30

	Management
	-
	20
	20

	
	5
	55
	55


SOURCE:
Source: Researcher’s Field Survey, 2025
Percentage:
5 x100 =9%
55
50 x 100 =91%
55	100
The table above represents the responses from the respondents in question 10. 91% representing 50 disagree that the company performance of the business is highly profitable. 9% representing 5 respondents said it does.

QUESTION 11: DO YOU USE FIRST IN FIRST OUT METHOD TO VALUATE YOUR STOCK?
TABLE 4.11:
	Responses
	Yes
	No
	Total

	Junior staff
	10
	-
	10

	Senior staff
	20
	-
	20

	Management
	35
	-
	35

	
	55
	-
	55


SOURCE: Researcher’s Field Survey, 2025
Percentage:
55 x 100 =100%
55
The above table represents the responses from the respondents in question 11. 100% representing 55 respondents agreed that the organization uses the first in first out (FIFO) valuation method. This is because they deal with perishable goods.
QUESTION12: Does lack of competent management affects small scale business? 
TABLE 4.12
	Respondents
	Yes
	No
	Total

	Junior staff
	10
	6
	16

	Senior staff
	7
	5
	12

	Management
	20
	7
	27


SOURCE: Researcher’s Field Survey, 2025
Percentage:
37 x 100 =67
55
[bookmark: _GoBack]18 x 100 =33
55	100
The table above represents the responses from respondents in question 12.This shows that 67% representing 37 respondents support the fact that lack of competent management affects small scale business. While 33% representing 18 respondents disagree with this statement.
4.3 TEST OF HYPOTHESIS
The researcher has three hypothesis formulated for study. In trying to prove the hypothesis the researcher used „chi square‟ (x2) distribution. The researcher used the following chi square formula.
(0i-Ei)2
Ei
0i= observed frequency in the distribution Ei= expected frequency in the distribution
The degree of freedom was got using the formula. DF= (C-1) (r-1)
c= number of column r= number of roll.
The level of significance was 5%.
Decision rule.
The hypothesis will be accepted or rejected under the following conditions.
a) Accept Hi if the chi square (x2) result is greater than the level of significance and reject Ho.
b) Reject Hi the chi square (x2) result is less than the level of significance and accept Ho.
TEST OF HYPOTHESES1
HO: Nonchallant attitude in the use of financial statement does not affect small scale business
H1: Non challant attitude in the use of financial statement affects small scale business The responses are given below
	OPTIONS
	MANAGER
	SENIOR
STAFF
	JUNIOR
STAFF
	TOTAL

	Yes
	15
	8
	20
	43

	No
	3
	5
	4
	12

	TOTAL
	18
	13
	24
	55


SOURCE: Researcher’s Field Survey, 2025
Calculation of expected value: Using formula
E 
Where RM= roll margin
CM=column margin
N= number
Managers = 43 x 18 = 14.1
55
Senior staff = 43 x13 =10.16
55
Junior staff = 43x24 =18.76
55
Managers =12x18 =3.92
55
Senior staff = 12x13 =2.84
55
Junior staff = 12x25=5.24
	OBSERVATION

(O)
	EXPECTED

(E)
	O-E(

deviation)
	(O- E)2
	(O- E)2/E

	15
	14.1
	0.9
	0.81
	5.74

	8
	10.16
	-2.16
	4.67
	4.59

	20
	18.76
	1.24
	1.54
	2.37

	3
	3.93
	-0.92
	0.84
	1.77

	5
	2.84
	2.16
	4.67
	1.64

	4
	5.24
	-1.25
	1.54
	2.94

	TOTAL
	
	
	
	19.05


55
SOURCE: Researcher’s Field Survey, 2025
Calculation of DEGREE OF FREEDOM (DF) DF =(r - 1) (c - 1)
Where r is Roll
C is columns (2- 1) (3 -1)
(1) (2)
= 2
Using 5% level of significance under DF (2) =5.991 (from the table of distribution x2)
Critical value =5.991 Computed value = 19.05
Decision rule: if x2 calculated is greater than critical value accept the alternative hypotheses. Otherwise reject the alternative hypotheses.
Decision: Since x2 calculated value is19.05 > x2critical value(5.991), we reject the null hypotheses (H0), which states that“non challant attitude in the use of financial statement does affects small scale business” and accept the alternative hypotheses (H1).
CONCLUSION: Non challant attitude in the use of financial statement affects small scale business.
TESTING HYPOTHESIS 2
H0 –Obsolete use of data does not affect small scale business H1 –Obsolete use of data affects small scale business
The responses are given below
	OPTIONS
	MANAGER
	SENIOR
STAFF
	JUNIOR
STAFF
	TOTAL

	Yes
	30
	1O
	5
	45

	No
	5
	3
	2
	10

	TOTAL
	35
	13
	7
	55


Calculation of Expected value Using formula
RM X CM N
Where RM =roll margin
CM= column margin N= number
Manager – 45x 35 =28.6
55
Senior staff- 45x13=10.6
55
Junior staff -45x7 =5.73 55
Manager – 10x35=6.36 55
Senior staff -10x13 =2.36 55
Junior staff-10x7= 1.27
55
	OBSERVATION
	EXPECTED
(E)
	O-E
	(O-E)2
	(O-E)2 /E

	30
	28.6
	1.4
	1.96
	6.85

	10
	10.6
	-0.6
	0.36
	3.39

	5
	5.73
	-0.73
	0.53
	9.25

	5
	6.36
	-1.36
	1.85
	2.91

	3
	2.36
	0.64
	0.41
	1.74

	2
	1.27
	0.73
	0.53
	4.17

	TOTAL
	
	
	
	28.31


SOURCE: Researcher’s Field Survey, 2025
Calculation of degree of freedom (DF) Using the formula
DF = (r- 1) (c-1)
Where rm= roll margin
cm= column margin (2-1) (3-1)
(1)	(2)
=2
Level of significance =5% under 2 So critical value is 5.991
Answer: critical value =5.991 Computed value = 28.31 
Decision rule
Since the computed value28.1is greater than critical value 5.991,we reject the null hypotheses (H0) which states that “obsolete use of data does not affect small scale business” and accept the alternative hypotheses (H1).
COCLUSION: Obsolete use of data affects small scale business. 
HYPOTHESES THREE
HO: Lack of competent management does not affect small scale business H1: Lack of competent management affects small scale business.
The responses are given below
	OPTIONS
	MANAGER
	SENIOR
STAFF
	JUNIOR
STAFF
	TOTAL

	Yes
	20
	7
	10
	37

	No
	7
	5
	6
	18

	TOTAL
	27
	12
	10
	55


SOURCE: Researcher’s Field Survey, 2025
	

	EXPECTED (E)
	O-E (DEVIATION)
	(O-E)2
	

	20
	18.16
	1.84
	3.39
	1.87

	7
	8.07
	1.07
	1.14
	1.41

	10
	10.76
	-0.76
	0.58
	5.39

	7
	8.84
	1.84
	3.39
	3.83

	5
	3.93
	1.07
	8.18
	1.56

	6
	5.24
	0.76
	0.58
	1.11

	TOTAL
	
	
	
	15.17


SOURCE: Researcher’s Field Survey, 2025
Calculation of degree of freedom (DF) Using the formula
DF = (r- 1) (c-1)
Where rm= roll margin
cm= column margin
(2-1) (3-1)
(1)	(2)
=2
Level of significance =5% under 2 So critical value is 5.991
Answer: critical value =5.991 Computed value = 15.17
CHAPTER FIVE
5.0	SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATION.
5.1	SUMMARY OF FINDINGS
This research was used to examine the relevance of financial ratio analysis in small scale businesses. The major findings of the study are stated below.
1. The conduct of financial analysis is relevant in the business.
2. That ratio analysis is only as good as the data upon which they are based.
3. That ploughing back profit into the business is used as a medium for investment.
4. The use of advertisement as a marketing strategy plays a very important role in helping the organization with emphasis in accessibility.
5. That stocks are valued using FIFO method (first–in–first out).
It is necessary to note that the importance of the use of ratio analysis in small scale business. However, many factors are responsible for the inefficient use of analysis in the small scale businesses. An attempt was made in this study to identify and give solution to them.
5.2	CONCLUSION
From the result of data analysis and review of literature, ratio analysis is the benchmark for the evaluation of financial position and performance of a firm. Ratio analysis guides and leads the way of the users of financial statements. It also enables the management to know the financial strength and weakness in the system and also to be able to discover the root causes of the weakness and strength inherent in the system. It is a powerful and most dependable tool of financial analysis of a company. Ratio analysis helps in the summary of large quantity of financial data and to make qualitative judgment about the firms‟ financial performance.
The relationship measured by ratio is an index that permits a qualitative judgment to be formed about the firms‟ ability to meet its current obligation and long- term obligation.
Ratio analysis should be used by all organizations not just the small scale business, particularly the management develop the attitude of using financial statement. Also current data are should be used when dealing with financial ratio.
5.3	RECOMMENDATIONS
From the findings of this study, the following recommendations were made;
1. Financial ratio analysis should be properly appraised in the small scale businesses in order for the management to identify the strength and weakness inherent in the system.
2. The retained earnings of the small scale businesses should be properly invested in order to have more capital to expand their business.
3. Their financial statement should be more detailed in the presentation of facts for the management.
4. Financial analysis should be properly conducted in order for the company to get a correct financial statement figure at the end of the accounting periods.
5. Government should make it a point of duty to promote the development of small scale business to ensure that they survive and flourish as a unit of efficient economic activities in the process of industrialization.
6. The small scale business should organize workshops for their employees on a regular base so that they can appreciate the role of financial ratio analysis in the business.
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