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CHAPTER ONE
INTRODUCTION
1.1 
Background to the Study
Tuyil Pharmaceutical Industry Limited is a privately owned indigenous pharmaceutical company established on the 1st of May, 1996. It commenced operations at No. 22 Stadium Road, Ilorin, Kwara State, Nigeria, before relocating to its permanent and more expansive site at No. 22 New Yidi Road, Ilorin, due to rapid growth in its production activities. The company is involved in the manufacturing and distribution of a wide range of pharmaceutical products for both human and veterinary use, as well as the production of potable table water. As one of the leading pharmaceutical companies in Kwara State, Tuyil has developed a strong market presence and reputation for quality, affordability, and reliability. It continues to expand its product lines, invest in modern production facilities, and build a solid distribution network across Nigeria. Tuyil’s success is largely attributed to its strategic business operations, dedicated workforce, and its commitment to continuous improvement in pharmaceutical manufacturing.
The pharmaceutical industry plays a crucial role in public health and economic development. As a vital sector that provides essential medicines, the industry is governed by strict regulatory standards and is capital-intensive in nature. In Nigeria, pharmaceutical firms face challenges such as foreign exchange volatility, raw material scarcity, regulatory hurdles, and rising production costs. These obstacles make it essential for companies to maintain financial discipline and strategically manage their resources. The survival and growth of any pharmaceutical firm, including Tuyil Pharmacy Limited, depend on its ability to adapt to industry dynamics, optimize costs, and remain financially viable in the face of economic uncertainty. The modern pharmaceutical sector demands accurate financial planning, transparency in financial operations, and strategic investments to meet increasing healthcare demands and global competition (Ogunleye & Umeh, 2023).

Financial performance refers to how well an organization utilizes its assets to generate revenues, profits, and shareholder value over a period of time. It is an indicator of operational efficiency, profitability, and financial sustainability. In the pharmaceutical industry, financial performance is not only a determinant of business success but also of long-term stability, as firms are often required to invest heavily in research, development, and compliance with regulatory standards (Eze & Mohammed, 2022). Financial performance provides insights into a firm’s capacity to grow, innovate, and respond to competitive pressure. For Tuyil Pharmacy Limited, monitoring financial performance is critical to determining the impact of its production strategies, pricing models, credit policies, and investment decisions. A strong financial performance enables the company to attract investors, access credit facilities, expand operations, and meet its short- and long-term obligations.

Evaluating financial performance requires appropriate tools and techniques, among which ratio analysis stands out as one of the most widely used. Ratio analysis is the process of comparing line items in financial statements to identify relationships that can offer insights into the financial health and performance of a company. It provides stakeholders with a clear and simplified picture of complex financial data, making it easier to detect strengths, weaknesses, opportunities, and risks (Olatunde & Bello, 2022). There are various types of financial ratios used for analysis, such as liquidity ratios, profitability ratios, leverage ratios, and efficiency ratios. Each type provides unique insight: liquidity ratios assess a firm’s short-term financial position, profitability ratios examine its income-generating ability, leverage ratios evaluate its long-term solvency, and efficiency ratios reveal how well assets are being utilized.

In the context of Tuyil Pharmacy Limited, ratio analysis serves as a valuable management tool for measuring how well the company is performing financially. It allows the management to monitor cash flow, identify declining profit margins, track cost inefficiencies, and ensure that liabilities are adequately covered by assets. For instance, a declining current ratio might alert the company to a potential cash flow problem, while a falling return on equity (ROE) could indicate inefficient use of shareholder funds. Moreover, regular ratio analysis assists in financial planning, budgeting, and strategic decision-making. As the pharmaceutical business becomes increasingly competitive, especially with the influx of imported drugs and high production costs, the need for ongoing financial assessment becomes essential.

Furthermore, ratio analysis is not only important for internal management at Tuyil but also for external stakeholders, including investors, creditors, auditors, and regulatory authorities. These stakeholders rely on financial ratios to determine the company’s creditworthiness, profitability, investment potential, and compliance with industry standards. Given the limited access to external financing and the need for self-sustainability, firms like Tuyil must adopt robust financial analysis techniques to improve performance and ensure survival in a challenging economic environment (Lawal & Ijeoma, 2024). 

In conclusion, the financial performance of pharmaceutical companies like Tuyil Pharmacy Limited is central to their long-term sustainability and competitiveness. Ratio analysis, as a financial evaluation tool, provides the insight needed for effective management and informed stakeholder decisions. It helps detect financial trends, compare performance with industry benchmarks, and identify operational inefficiencies. This study, therefore, focuses on examining how ratio analysis can be effectively used to measure and evaluate the financial performance of Tuyil Pharmacy Limited, Ilorin, with a view to identifying key areas for financial improvement and enhanced strategic decision-making.

1.2 
Statement of the Problem

Effective financial management in Nigeria’s pharmaceutical sector is a persistent challenge due to the volatility of economic conditions, regulatory complexities, and limited access to affordable capital. In this setting, financial performance measurement becomes essential for survival and growth. However, many firms, including pharmaceutical ones, either neglect or improperly implement ratio analysis, leading to uninformed financial decisions (Ezeani & Yusuf, 2022). The lack of structured financial assessment tools contributes significantly to business failures, especially among small and medium-sized enterprises.

Tuyi Pharmacy Limited, like many other indigenous pharmaceutical firms, faces challenges such as increasing production costs, unstable supply chains, and declining consumer purchasing power. These issues require responsive and strategic financial planning. Without reliable performance metrics like ratio analysis, firms may misinterpret their financial positions, leading to decisions that worsen rather than improve business outcomes (Olaoye & Afolabi, 2023).

Another problem is that managers often prioritize operational or clinical functions over financial oversight. While this may ensure compliance with health and safety standards, it leaves a gap in proactive financial monitoring. Consequently, opportunities for profit improvement and cost control may be overlooked. Proper use of profitability ratios, for example, can highlight unproductive units or departments within the firm (Ibrahim & Olatunde, 2024).

Moreover, poor understanding or misapplication of financial ratios can lead to miscommunication with external parties such as lenders or investors. When companies cannot clearly demonstrate their financial health using industry-standard metrics, they are less likely to gain access to capital or credit facilities. In this regard, the absence of consistent ratio analysis can hinder business growth (Ogundipe & Chukwu, 2022).

Additionally, empirical studies on ratio analysis in the Nigerian pharmaceutical industry are relatively scarce. Most existing research tends to generalize financial performance analysis across all manufacturing sectors without addressing the specific challenges and needs of pharmaceutical firms (Adeyemi & Fatoki, 2023). This gap limits the ability of industry-specific managers to draw relevant conclusions for their operations.

Also, there is growing pressure from regulators and consumers for pharmaceutical firms to demonstrate operational transparency and financial integrity. A failure to conduct consistent ratio analysis can expose the firm to reputational damage, tax penalties, or regulatory sanctions, particularly in the pharmaceutical space where oversight is strict (Nnaji & Abubakar, 2024).

Thus, there is a clear and urgent need to investigate how pharmaceutical firms, especially Tuyi Pharmacy Limited, apply ratio analysis to measure their financial performance. Understanding the depth and effectiveness of its use can help identify areas for improvement, bridge gaps in practice, and enhance overall financial sustainability.
1.3
Research Questions

· To what extent is ratio analysis applied in Tuyil Pharmacy Limited?
· How effective is ratio analysis in measuring profitability and liquidity in Tuyil Pharmacy Limited?
· What specific financial ratios are most frequently used in Tuyil Pharmacy Limited?

1.4
Objectives of the Study

· To examine the extent to which ratio analysis is applied in Tuyil Pharmacy Limited.
· To assess the effectiveness of ratio analysis in evaluating profitability and liquidity in Tuyil pharmacy
· To identify the types of financial ratios most commonly used in Tuyil Pharmacy Limited’s financial reporting.

1.5
Research Hypotheses

H₀₁: There is no significant relationship between the application of ratio analysis and financial decision-making in Tuyil Pharmacy Limited.
 H₀₂: Profitability ratios do not significantly influence the financial performance of Tuyil Pharmacy Limited.

H₀₃: Liquidity ratios do not have a significant effect on the operational efficiency of Tuyil Pharmacy Limited.
1.6
 Scope of the Study
This study is delimited to Tuyil Pharmacy Limited, Ilorin, Kwara State. It covers the application and impact of ratio analysis in evaluating financial performance between 2023 and 2025.
1.7
Limitations of the Study

· Difficulty accessing complete financial data due to confidentiality.
· Time constraints limiting broader data collection.
· Possible response bias from staff during questionnaire administration.
· Limited generalizability beyond the chosen firm.
1.8 
Significance of the Study

Management will benefit by understanding how to use ratios for internal planning.

Investors and Creditors will gain insight into performance indicators that influence investment decisions.

Researchers and Academicians will access updated industry-specific knowledge.

Policy makers may use findings to promote financial transparency in the sector.

1.9 
Definition of Key Terms

Ratio Analysis: The evaluation of financial statements using quantitative indicators.

Liquidity: The firm's capacity to meet short-term financial obligations.

Profitability: The firm’s ability to generate profit from operations.

Solvency: The capacity to meet long-term debts and obligations.

Financial Performance: The overall financial health and effectiveness of a company.
Pharmaceutical: A pharmaceutical is any kind of drug used for medicinal purposes, like cough syrup or sleeping pills. You may have heard of a pharmacy, which is a place where you can buy medicinal drugs, or a pharmacist, which is a person who prepares those drugs.
CHAPTER TWO
LITERATURE REVIEW
2.1 Conceptual Framework
The conceptual framework for this study provides the theoretical foundation for understanding how ratio analysis can be employed as an effective tool to measure financial performance in the pharmaceutical sector, with a focus on Tuyil Pharmacy Limited in Ilorin. This framework is built around three interrelated pillars: the pharmaceutical industry, financial performance, and ratio analysis. Each pillar is discussed in detail below
Pharmaceutical Industry
The pharmaceutical industry is central to public health, economic development, and national security. In Nigeria, the sector has witnessed rapid growth amid challenges such as regulatory constraints, fluctuating exchange rates, and the high cost of research and development. Nigerian pharmaceutical companies must navigate a complex environment that includes compliance with national and international quality standards, high import dependency on raw materials, and intense competition from both local and multinational firms (Ogunleye & Umeh, 2023).
Pharmaceutical companies, like Tuyil Pharmacy Limited, are required to invest heavily in modern technology, production facilities, and quality assurance to remain competitive. These investments not only drive innovation but also necessitate rigorous financial management. The industry's evolving nature—characterized by scientific breakthroughs, stricter regulatory frameworks, and dynamic market conditions—imposes a high degree of financial risk. Consequently, it is critical for companies in this industry to monitor their financial health continuously, ensuring that resource allocation, cost control, and pricing strategies align with long-term sustainability goals.
The pharmaceutical industry is a vital part of the healthcare sector in Nigeria, with a significant contribution to the economy through the manufacturing, distribution, and sale of medicines, vaccines, and other health-related products. In Nigeria, the industry is heavily regulated by bodies such as the National Agency for Food and Drug Administration and Control (NAFDAC) and the Pharmacists Council of Nigeria (PCN). The industry faces numerous challenges, including inadequate infrastructure, inconsistent power supply, the importation of raw materials, regulatory hurdles, and economic instability. Despite these challenges, companies like Tuyil Pharmaceutical Limited have navigated through these issues by maintaining a strong focus on quality, local production, and affordable healthcare solutions.
Pharmaceutical companies in Nigeria, particularly in the private sector, such as Tuyil Pharmacy Limited, need to ensure that their operations are not only compliant with regulations but also financially sound to meet the demands of the market. This involves efficiently managing production costs, maximizing profits, maintaining liquidity, and ensuring long-term financial stability, especially in a highly competitive and inflation-prone environment.

Financial Performance
Financial performance represents a company’s ability to achieve its financial objectives, manage resources efficiently, and generate sustainable profits over time. In the pharmaceutical sector, robust financial performance is vital because of the sector’s capital-intensive operations and the long lead times for drug development. Key indicators of financial performance include profitability measures (such as net profit margin and return on equity), liquidity measures (like current and quick ratios), and efficiency measures (such as asset turnover and inventory management) (Eze & Mohammed, 2022).
For a firm such as Tuyil Pharmacy Limited, financial performance is not only a reflection of its operational success but also an essential element for strategic planning and growth. High profitability ensures that the firm can reinvest in research and development, innovate new formulations, and expand its distribution network. Good liquidity ensures that the company can meet short-term obligations amid market volatility, while efficient asset utilization indicates sound management practices and effective cost control. In an industry where production costs are high and competitive pressures persist, monitoring financial performance is indispensable for maintaining market relevance and operational resilience. 

Financial performance refers to a company’s ability to generate revenue, manage costs, and provide returns to shareholders while maintaining liquidity and solvency. It is a comprehensive measure of how well a company uses its assets and liabilities to produce income. For pharmaceutical companies like Tuyil Pharmacy Limited, financial performance is crucial for sustainability, especially considering the capital-intensive nature of the pharmaceutical industry.
Pharmaceutical companies, particularly in developing economies like Nigeria, must manage several financial aspects carefully, including raw material costs, distribution channels, labor, and regulatory compliance expenses. Strong financial performance indicators, such as profitability, liquidity, and return on assets, are essential in ensuring the business remains competitive and solvent. Financial performance is typically assessed through various key performance indicators (KPIs) like Return on Investment (ROI), Return on Assets (ROA), Profit Margin, and liquidity ratios.
For Tuyil, measuring financial performance is not just about profitability but also involves tracking its operational efficiency, including how well it controls production costs, manages inventories, and handles receivables. Given the perishable nature of some pharmaceutical products and the long payment cycles from customers, liquidity becomes a key focus, ensuring the company can meet short-term obligations and maintain uninterrupted production.
Ratio Analysis 

This study is anchored on the concept of ratio analysis as a multi-dimensional financial tool. It incorporates various categories of financial ratios that serve different evaluative functions—liquidity, profitability, efficiency, solvency, and market performance. Each set of ratios provides specific insights into how effectively a firm is operating, managing resources, and preparing for future obligations.

Liquidity ratios such as the current ratio and quick ratio assess a firm’s ability to meet short-term obligations. For a pharmaceutical firm like Tuyi Pharmacy Limited, which deals with large inventories and delayed payments from customers, liquidity is crucial to maintaining uninterrupted operations (Onyema & Ibrahim, 2022).

Profitability ratios, including return on assets (ROA), return on equity (ROE), and net profit margin, indicate how well the company turns its revenue into profit after all expenses are considered. In an industry with thin margins due to regulatory pricing, effective use of these ratios is key (Chukwuma & Musa, 2023).

Efficiency ratios, such as inventory turnover and accounts receivable turnover, evaluate the firm's ability to utilize assets efficiently. High efficiency reduces waste and contributes to profitability—especially important in pharma firms managing perishable stock (Adebiyi & Lawal, 2022).

Solvency ratios, like the debt-to-equity ratio, assess long-term financial stability. These ratios are vital to firms seeking long-term financing or planning large investments, as they show whether a company can survive financially in the long run (Olatunji & Nwachukwu, 2022).

Market performance ratios, while more applicable to listed companies, still offer insight into valuation expectations from investors and stakeholders. Collectively, these ratios serve as the foundation of financial intelligence within any firm.
Financial Ratio
Financial ratio, according to Osisioma (2000), is an investigation of the resolutions or separations of data into their elements or component parts, as well as the tracing of facts back to their source in order to find the general principles behind individual phenomena. Financial ratios, according to Okwuosa (2005), are a way of expressing the links that exist between the ratio analyses. Financial ratio is the most significant technique for assessing the performances of firms from their financial statements, according to the Institute of Chartered Accountants of Nigeria - ICAN (2006). Pandey (2010) sees financial ratio as the means of identifying the financial strength and weakness of the firm by properly establishing relationships in the firm through properly establishing relationships between the items of the balance sheet and the profit and loss account.
Firm Performance

After controlling for risk and applying an acceptable rate of return, Kothari (2021) defined company performance as the present value of predicted future cash flows. According to Eyenubo (2023), it is the achievement of pre-defined objectives, targets, and goals within a given time frame. According to Carolyne (2025), firm performance is a subjective assessment of how successfully a company can utilise its assets from its core method of operation to generate more income. Financial performance measures are used by all firms as part of their performance management. 
Current Ratio and Firm Performance
The current ratio is an indication of a firm`s market liquidity and ability to meet creditors demand. Acceptable current ratios vary from industry to industry and are generally between 1.5 and 3 for healthy businesses. If a company`s current ratio is in this range, then it generally indicates good short-term financial strength. If current liabilities exceed current assets (the current ratio is below 1), then the company may have problems meeting its short-term obligations. If the current ratio is too high, then the company may not be sufficiently using its current assets or its short-term financial facilities. Current ratio or working capital ratio measures current assets against current liabilities. It measures the company’s ability to pay back its short-term debt obligations with its current assets. It is calculated by dividing current assets by current liabilities. James (2009) stated that it is the analysis of financial statements that is used to measure company performance. If the ratios indicate poor performance, investors may be reluctant to invest.
Ratio Analysis
According to Diamond (2006), Ratio analysis is a method of expressing relations among various items in a company’s financial statement. However, ratios are not substitutes for looking dipper into the financial position of the company. There is a danger that inexperienced financial statement analysts might use what is called a rule of the thumb analysis to make important decisions. However, according to Diamond, there are few rules of thumb that are adequate in today’s complex financial world. It is important to keep that caveat in mind when performing ratio analysis.
Definition of Ratio
Ratios has been defined by different authors in many ways: Hornby A.S. et al (2002) defines ratio as a “relation between two amount determined by the number of times one contains the other”. Another author, Pandey (2005) defines ratio as “the indicated quotient of two mathematical expression” and as “the relation between two or more things”. From the researchers point of view, ratio can be defined as a mathematical expression that has a relationship between two or more accounting figures, which makes the interpretation of financial statements meaningful to the users.
Furthermore, ratios are among the most popular and widely used tools of financial analysis. They provide with clues and symptoms of underlying conditions. A ratio can help us uncover conditions and trends difficult to detect by inspecting individual component making up the ratio. Like other analytical tools, ratio are usually future oriented that they are often adjusted for their probable future trend and magnitude. Usefulness of ratios depends on our skilful interpretation of them, and is the most challenging aspect of ratio analysis.
A ratio expresses a mathematical relation between two qualities. For instance, a change in account balance from N100 to N20 can be expressed as: (a) 150% (b) 2.5 times or (c) 2.5 to 1 (or 2.5=1). While computation of a ratio is a simple arithmetical operation, its interpretation is not. To be meaningful, a ratio must refer to an economically important relation. For example, there is a direct and circular relation between an items sales price and its cost price.
Accordingly, the ratio of cost of goods sold to sales is a significant one in contrast, there is no obvious relation between freight cost and the balance of marketable securities. Diamond (2006)
Types and Classification
Ratios calculated from the accounting data can be grouped into various classes according to its financial activities or their function of evaluation. Short and long term creditors, shareholders and management are the parties that are more interested in financial analysis. The short-term creditors main interest is in the liquidity position of the company. On the other hand, the long term creditors rely on the solvency and profitability position of the company. Similarly, the shareholders concentrate on the company’s profitability and financial condition. While the management is interested in evaluating every aspect of the company’s performance. They have to protect the interest of all parties and sees that the firm grows profitably.
 Pandey (2005), classifier ratio into the following:
i. Liquidity ratios
ii. Leverage ratios
iii. Activity ratios IV)Profitability ratios
Hornby (2002) shares the same view of classification. Thus,
i. Short term solvency and liquidity ratios
ii. Long term solvency and stability ratios
iii. Profitability ratios
iv. Investors/shareholders/potential and actual growth ratios. 

Furthermore, according to Hornby (2002), no one of such classes of ratios gives sufficient information by which to judge the financial condition and performance of the firm. Only when the group of ratios are analysed can reasonable judgments be made. Seasonal character of a business must be taken into account.
Underlying trends may be assessed only through a comparison of raw figures and ratios of the same time of the year. Ratio comparisons should not be made between December 31 balance sheet with May 31 balance sheet; rather, it should be compared with December 31 and December 31 balance sheet. Although the number of financial ratios that might be computed increases geometrically with the amount of financial data. Emphasis will be laid on the most important and necessary ones. Thus, the researchers concern will be on:
Liquidity Ratios
This measures the ability of the company to meet its current liabilities (short term obligations) as they fall due, out its current assets (Mabt 2001). Analysis of liquidity needs the preparation of cash budgets and cash funds flow statements, but liquidity ratios by establishing a relationship between cash and other current assets to current obligations, provide a quick measure of liquidity. The failure of a company to meet its obligations due to lack of sufficient liquidity, will result in wrong decision making, poor credit worthiness, loss of creditors confidence, or even in legal tangles resulting in the disclosure of the company.
Also, a high degree of liquidity is bad because idle assets earn nothing since the company’s fund will be unnecessarily tied up in current assets. Hence, there is a need for equal between high liquidity and lack of liquidity. The two common ratios which indicate the extent of liquidity or lack of liquidity are:
(i) Current Ratio=
Current ratio is calculated thus Current ratio = Current Assets
                                  Current liabilities
The ratio f 2:1 is considered an idle for current ratio and it is a conventional rule. It represents a margin of safety of creditors. The higher the current ratio, the greater the margin of safety: the larger the amount of current assets in relation current liabilities the most the firm’s ability to meet its current obligations. However, current ratio should not be followed blind because a company with less than 2:1 ratio may be doing well and the one of high ratio only struggles to meet its obligations because current ratio only measures the quality and not the quality.

ii)  Quick Ratio = This is also known as acid test ratio; it establishes a relationship  quick or liquid assets and current liabilities. It indicates the ability of the company to meet its short term liabilities from its current assets without having to sell stock.
It is computed as:

Quick Ratio = Current Asset – Inventories
                        Current Liabilities
It is vital index of the firms liquidity. The ratio of 1:1 is considered to represent a satisfactory current financial condition. But 1:1 in essence does not imply sound liquidity position because a high value of quick ratio in a company may have problem of funds shortage, if it has a slow paying doubtful and longer period outstanding debtors. At the same time, if the firms are able to meet its current obligations in time by turning over their inventories efficiently they can prosper. Although quick ratio is a more penetrating test of liquidity than the current ratio, yet it should be used cautiously. Others are=

i) Cash Ratio = Since cash is the most liquid asset, a financial analyst may examine cash ratio and its equivalent to current liabilities. Trade investment or marketable securities are equivalent of cash therefore, they may be included in the computation of cash ratio.
Cash ratio = Cash + Marketable Securities
                             Current Liabilities
ii) Interval Measure: This assesses a firms ability to meet its regular cash expenses. It relates liquid assets to average daily operating cash outflows. The daily operating expenses will be equal to cost of goods sold plus selling, administrative and general

expenses less depreciation (and other non-cash expenditure) divided by number of days in the year (say 360).

Interval Measure = Current asset – Inventory
                                Average daily operating expenses
iii) Net Working Capital Ratio: This ratio measures the firm’s potential reservoir of funds. It is the difference between current assets and current liabilities excluding short term bank borrowing, it can be related to net assets (or capital employed)

NWC = Net working capital
Net Assets
Leverage Ratios
This ratio indicates mix of funds provided by owners and lenders. It measures the relationship between long term debt and equity and firms total capital financing. There is a general rule which states that, there should be an appropriate mix of debt and owner’s equity in financing the firm’s assets. The manner in which assets are financed has a number of implications. First between debt and equity, debt is more risky from the firms point of view. Secondly, the use of debt is advantageous for shareholders in two ways:

· They can retain control of the firm with a limited state
· Their earning will be magnified, when the firm earns a rate of return on the total capital employed higher than the interest rate on the borrowed funds.

Average ration can be calculated from the balance sheet items to determine the proportion of debt in total financing. And can equally be calculated from the profit and loss account to determine the extent to which operating profit are sufficient to cover the fixed charges (Pendey 2005).
It has the following ratios:
i) Debt Ratio=
This ratio measures the proportion of the firm’s total assets which are paid for by both long and short term debt. It is calculated as:
 Debt Ratio= Total Debt (TD)
                  Net Assets  
(NA)
(ii) Debt – Equity Ratio:
This ratio expresses the direct proportion of debt to owner’s equity. It is indirectly computed by dividing total debt by net worth. That is:

Debt –Equity Ratio = Total debt
                                    Net worth
(iii) Coverage Ratio:
The interest coverage ratio or the time interest earned is used to test the firm’s debt-servicing capacity. It measures the extent to which the net profit may drop before the firm becomes unable to serve the loan. It is calculated as:

                                                                     Coverage ratio
= EBIT
Interest Where: EBIT = Earnings Before Interest and Tax
Activity Ratios:
These are employed to evaluate the efficiency with which the firm manages and utilizes its assets. They are also called the turnover ratios in that the indicate the speed with which the assets are being converted or turned over into sales. Thus, the activity ratio is said to have a relationship between sales and assets. The effectiveness of asset utilization is judged by the calculation of activity ratios. Activity ratios has the following:

(i) Inventory Turnover:
This indicates the efficiency of the firm in producing and selling its products. It is given by dividing the cost of goods sold by the average inventory. In a manufacturing company, inventory of finished goods is used to calculate inventory turnover:
Inventory turnover
=
Cost of goods sold
                                                        Average inventory
The average inventory is the average of opening and closing balances of inventory.
(ii) Debtor (Account Receivable) Turnover: It indicates the number of times debtors turnover each year. Generally, the higher the value of debtors turnover, the more efficient is the management of credit. Thus, debtors turnover can be calculated by dividing total sales by the year and balance of debtors (Pandey, 2005:526)

debtors Turnover    =   Sales
                                            Debtors
(iii) Average Collection Period: It measures the quality of debtors because it indicates the speed of their collection. This ratio is useful to an analyst in two ways:

i. In determining the collectibles of debtors and thus, the efficiency of collection efforts, and

ii. To find out the firms comparative strength and advantage relative to its credit policy and performance vis-à-vis the competitor’s credit policies and performance. Thus, the shorter and average collection period, better the quality of debtors since a short collection period implies the prompt payment by debtors (Pandey 2007). It is computerized as=
Average collection Period =   360
                                                    Debtors Turnover
          = Debtors x 360
         Sales
1
iii) Total Assets Turnover =      Sales
                                               Total Assets
iv) Net Assets Turnover=
The most important aspect of its operating performance is measured by the ability of the firm to produce a large volume of sales for a given amount of net sales.

It is given by:
Net Assets Turnover = Sales
                                    Net Assets
(v) Fixed and Current Assets Turnover:
It measures the willingness of the firm to efficiently utilize its fixed assets and current assets separately. It is computed by the following:
a) Fixed Assets turnover =          Sales
                                                                Net Fixed Assets
b) Current Assets turnover    =       Sales
                                                                 Current Assets
(vi) Working Capital Turnover:
This indicates the extent in which current assets (or working capital gap) relate to sales calculated by:

Working Capital Turnover
= Sales
Net Current Assets.
Profitability Ratios
These rations indicate the net result of a large number of policies and decisions. They are calculated to measure the operating efficiency of the company. Besides management, creditors, owners and even customers are also interested in the profitability of the company.
Usually, profitability ratios are calculated in two major ways:
a) Profitability in relation to investment
b) Profitability in relation to sales
Profitability ratio is classified into the following:
i. Gross Profit Margin: Gross Profit Margin reflects the efficiency with which management produces each unit of product. It indicates the average spread between the cost of goods sold and the sales revenue.
It is given by:
Gross Profit Margin = Sales-cost of goods sold
                                          Sales
                                       = Gross Profit 
                                       Sales
Net Profit Margin: This ratio indicates the firm’s ability withstand adverse economic conditions. It establishes a relationship between net profit and sales and also indicates management’s efficiency in manufacturing, administering and selling of products. Net profit margin ratio is the overall measure of the firm’s ability to turn each Naira sales into Net profit, it is measured by dividing profit after tax by sales:
Net profit margin = Profit After Tax
Sales
i) Return on Capital Employed (ROCE):
This ratio measures the firm’s operating performance.
It indicates the firm earning power. It is calculated as:

	ROCE
	=
	Operating Profit x
	100

	
	
	Capital employed
	1


ii) Return on Equity: This ratio is one of the most important relationships in financial analysis. It indicates how well the company has used the resources of owners. The return on equity ratio is of great interest to the present as well as the prospective shareholders and also of great concern to management, which has the responsibility of maximizing the owner’s welfare. It is given as=

ROE =
Profit After Tax (PAT)
                                                     Net Worth (Equity) NW
iii) Earnings Per Share = This allows the profitability of the firm on a per share basis. The earnings per share of a company should always be compared with the industry average and the earnings per share of another company. It is calculated by: EPS =
Profit After Tax (PAT)
                         Number of Outstanding Shares
iv) Dividend Per Share: This is the earnings distributed to ordinary shareholders against the outstanding number of ordinary shares. It is given by=

dividend per share = Earnings paid to shareholders (Dividend)
                                    Number of ordinary shares outstanding
v) Dividend and Earnings Yield: This ratio evaluates the shareholders return in relation to the market value of the share> It is given by the following:

a) Dividend yield = Dividend per share (DPS)
                              Market value per share (MV)
b) Earnings yield = Earnings per share (EPS)
                            Market value per share (MY)
vi) Price Earning Ratio: The price earning ratio is widely used by the security analysts to value the firm’s performance as expected by investors. It indicate investor’s judgment or expectations about the firm’s performance.
Nature of Accounting Ratios
Accounting ratios are used as a benchmark for evaluating the financial position and performance of a firm. There is no meaningful understanding of the performance and financial position of a firm by only reporting the accounting figures in the financial statement. Accounting figures can only give meaning when they are related to some other relevant information, that is, through the use of ratio.
Hence, ratio can be defined a the relationship between two amounts determined by the number of times one contain the other (Hornby, 2019).
For instance, a certain amount of net profit may look impressive, but the firm’s performance can be said to be good or bad only when the net profit figures is related to the company’s investment. This relationship between two accounting figures expressed mathematically, is known as a ratio. Ratios assist in summarizing large quantities of financial data and to make informed and quantitative judgments about the firms financial performance. For example, if current ratio is to be determined, it is calculated by dividing current assts by current liabilities. This relationship is seen as an index or a yardstick that enables the firm to judge its capability in meeting its short term obligations as they fall due. The liquidity of the firm is measured. It is vital to note that, ratio reflects a quantitative relationship that helps to form a quanlitative judgement (Pandey, 2005:518). Basically, financial ratios are computed for items in the income statement and balance sheet embodied in the financial statement which can be compared using any of the methods of comparison in determining changes in a firm’s ratio over time and highlighting improvement in performance or problems areas that need attention.
Uses of Ratio in Analyzing Financial Statement
To determine the financial condition and performance of a company, the financial analyst needs certain yardstick. The yardsticks frequently used is a ratio, relating two pieces of financial data to each other. Analysis and interpretation of various ratio should give experienced, skilled analysts a better understanding of the financial condition and performance of the firm than they would obtain from analyzing only the financial data. 
The essence of the financial soundness of a company lies in balancing its goals, product market choices, commercial strategy and resultant financial needs. Ratio analysis is a very useful analytical tool to raise pertinent questions on a number of managerial issues. Many groups of people in a company are interested in using analysed financial statements to know the company’s operating performance. The use of ratio gives a statement reader a clear idea about items and eliminate some difficulties he/she may have in understanding the significance of the naira amount.
 Ratio is also useful in security analysis whose major interest is on long term profitability. The analyst here is interested in the efficiency with which the firm is exposed.
The usefulness of ratio analysis also extends to the area of performance analysis, competitive analysis and trend analysis. Management have to protect the interest of all concerned parties so as to ensure some minimum operation efficiency and keep the risk of a firm at a minimum since their future position depends on their operating performance. Analysis of financial statement is of greater use to the management because they use it from time to time to determine the firm’s financial strength and weaknesses and as a proper basis for decision making. However, management should make use of financial ratios as they have access to internal information which is not available to other analysts, such as credit and security analysts (Pandey, 2005).
2.2 Theoretical Framework
Three theories underlie this research:
Efficiency Theory: posits that efficient resource utilization leads to improved financial performance. Financial ratios reflect such efficiency in areas like inventory management and cost control (Adekunle & Sanni, 2023).
Signaling Theory: suggests that a company’s financial performance sends signals to external stakeholders. High liquidity or profitability ratios indicate financial health, thereby attracting investment or credit (Spence, 1973; Oghenekaro & Ojo, 2022). Stakeholder Theory: emphasizes that a firm’s responsibility is not only to shareholders but also to all stakeholders, including employees, suppliers, and regulators. Accurate financial reporting via ratio analysis promotes transparency and trust. The study was based on Stakeholder Theory. Stakeholder Theory was propounded by Edward R Freeman in 1983. It argues that there are other parties involved in a business organization which include 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 other corporate stakeholders as one. This theory is related to this study as the stakeholders 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 on the financial performance and position of the firms (Freeman, 1984; Ezenwa & Ahmed, 2023).
These theories collectively support the application of ratio analysis as a tool for sustainable financial performance management.

2.3 Empirical Framework

Recent studies underscore the relevance of ratio analysis in various sectors, including pharmaceuticals: Udeh and Okonkwo (2023) found a positive correlation between financial ratio monitoring and profitability in pharmaceutical SMEs. Ayoola and Bello (2022) showed that financial transparency via ratio analysis improves credit access. Lawal and Mohammed (2023) argued that poor ratio analysis practices among SMEs hinder financial planning.

Oluwafemi and Ijeoma (2024) confirmed that firms actively monitoring solvency ratios had stronger long-term financial resilience.
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 pharmaceutical industry Nigerian.
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 Tuyil pharmaceutical industry 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 pharmaceutical industry 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 2024 to 2025. 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 in pharmaceutical industry Nigeria.
CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Introduction
This chapter outlines the research methods and procedures adopted for investigating the role of ratio analysis in measuring the financial performance of pharmaceutical firms, with a focus on Tuyi Pharmacy Limited in Ilorin, Kwara State. The methodology describes the research design, population, sample size, sampling techniques, data collection instruments, and model specification. It also explains the sources of data used in the study and how the data will be analyzed.
3.2
Research Design
This study employs a descriptive survey design. According to Nwankwo and Olayemi (2023), a descriptive survey is appropriate when a study aims to systematically and factually describe a situation or a phenomenon as it exists. The rationale behind using this design is to collect data from respondents to determine their understanding, application, and perception of ratio analysis as a financial performance tool in the pharmaceutical sector.
3.3
Population of the Study
The population of the study comprises all staff members of Tuyi Pharmacy Limited, located in Ilorin, Kwara State. Based on internal records from the company, the total number of employees is approximately 200. These include administrative staff, finance officers, sales representatives, and managers. All of these individuals are presumed to have some level of interaction with financial decision-making processes or insight into the company’s financial operations.
3.4 
Sample Size and Sampling Techniques
The study adopted a sample size of 120 respondents, which was determined using Taro Yamane’s formula for known population size:
                       N​  Where:



nnn = sample size



NNN = population size (200)



eee = margin of error (5% or 0.05)
n=2001+200(0.05)2=2001+0.5=2001.5≈133n = \frac{200}{1 + 200(0.05)^2} = \frac{200}{1 + 0.5} = \frac{200}{1.5} \approx 133n=1+200(0.05)2200​=1+0.5200​=1.5200​≈133 
However, due to time and resource limitations, the final sample used was 120 respondents, selected using simple random sampling. This method ensured that every staff member had an equal chance of being selected (Adeleke & Agbaje, 2022).
3.5
Sources of Data
The study utilized both primary and secondary data sources.
Primary Data: This was collected through the use of structured questionnaires distributed to selected staff at Tuyi Pharmacy Limited.
Secondary Data: This included annual financial reports, textbooks, academic journals, and industry reports related to financial ratio analysis and pharmaceutical firm performance (Ogunyemi & Salisu, 2023).
3.6 
Instrument and Techniques for Data Collection
The major research instrument used was a structured questionnaire. The questionnaire was divided into sections:
Section A: Demographic information (gender, age, position, etc.)
Section B: Awareness and understanding of ratio analysis
Section C: Application of financial ratios in the organization
Section D: Perceived impact of ratio analysis on financial performance
The questionnaires were administered in person to ensure a high response rate. Data collected were manually verified for completeness and accuracy before analysis.
3.7
Model Specification
To test the research hypothesis, the Chi-square (χ²) test was adopted to determine the significance of the relationship between the application of ratio analysis and perceived financial performance.
Chi-Square Formula:
χ2=∑(O−E)2E\chi^2 = \sum \frac{(O - E)^2}{E}χ2=∑E(O−E)2​ 
Where:

χ2\chi^2χ2 = Chi-square value

OOO = Observed frequency

EEE = Expected frequency
This method is appropriate for categorical data analysis and hypothesis testing in social science and management research (Ibrahim & Ogbole, 2022). The significance level was set at 0.05 (5%), which means any calculated p-value below this threshold will lead to rejection of the null hypothesis. The analysis will also include frequency tables and percentage distributions to explain the demographic data and responses to the questionnaire items.

CHAPTER FOUR

PRESENTATION AND ANALYSIS OF DATA
4.1
Introduction
This chapter presents and analyzes the data collected from 120 respondents of Tuyi Pharmacy Limited using a structured questionnaire. Data is presented using frequency tables and percentages, and hypotheses are tested using the Chi-square (χ²) method. The goal is to understand the effectiveness of ratio analysis as a tool for measuring financial performance.
4.2
Data Analysis and Interpretations
Table 4. 1: Sex of Respondents
	Gender
	Frequency
	Percentage

	Male
	72
	60

	Female
	48
	40

	Total
	120
	100


Source: field survey, 2025
Table 4.1 classifies respondents by sex. It shows that the questionnaires were filled by 72 males (60%) and 48 females (40%) and Therefore, there were more male respondents than female respondents in this survey.
4.2: Age Group of Respondents
	Age
	Frequency
	Percentage

	18-25
	26
	21.7

	26-35
	42
	35

	36-35
	30
	25

	46 and above
	22
	18.3

	Total 
	120
	100%


Source: Field Survey, 2025
Table 4.2.2: classifies the respondents by age group. The table shows that 26 (21.7%) of the respondents were within the age group of 18-25. The vast majority of respondents fell between the age group of 26-35 representing 42 (35%) of the population.30 (25%) were within the age bracket of 36-45, and 8 (18.3%) respondents fell between the ages of 51 and above.
4.3: department of responsible 

	Department 
	Frequency
	Percentage

	Accounts
	40
	33.3%

	Operations
	30
	25%

	Inventory/Procurement
	20
	16.7%

	Others
	30
	25%

	Total
	120
	100%


Source: Field Survey, 2025
Table 4.5 classifies respondents by their department. According to the table, majority of the respondents are accounting 40 with a percentage of (33.3%), while 30 (25%) are operation, 20 (16.7%) inventory/ procurement are 20 (16.7%) other are 30(25%). This goes to show that majority of respondents were at least university graduates.

Table 4.4: Work Experience of the Respondents
	Working of experience
	Frequency
	Percentage

	1-5 years
	50
	43.8%

	6-10 years
	30
	43.4%

	11-15 years
	25
	10.5%

	15 years
	6
	2.30%

	Total
	120
	100%


Source: Field Survey, 2025

Table 4.2.5 classifies the respondents by their work experience. The table shows that most of the respondents were within the work experience bracket of 1-5 years which represents 50 (43.8%) of the respondents’ population. However, 30 (43.4%) were within the work bracket of 6-10 years, 25 (10.5%) were within the bracket of 11-15 years and 6 (2.3%) were with the work experience of above 15 years and above.

Table 4.6: Awareness and Application of Ratio Analysis

	Statement
	Frequency
	Percentage

	Ratio analysis is regularly used in this company
	60
	55%

	I understand how to compute basic financial ratios
	20
	21.1%

	The management relies on ratio for financial decision-making 
	40
	43.1%

	Total 
	120
	100%


Source: Field Survey, 2025
Table 4.5.6: classifies the opinion of the respondents on the management of information and communication on awareness and application. It shows that majority of the respondents 60(55%) (52.0%), 20 (21.1%), 40 (43.1%) 
Table 4.7: Does your department apply ratio analysis in financial evaluations?
	Response
	Frequency
	Percentage

	Strongly Agree
	95
	75%

	No
	25
	25%

	Total
	120
	100%


Source: Field Survey, 2025
Interpretation: 75% of respondents confirm that ratio analysis is used in their departments. This indicates a strong level of awareness and adoption of financial evaluation tools across the pharmacy.
Table4. 8: Are profitability ratios used to track business growth?
	Response
	Frequency
	Percentage

	Strongly Agree
	66
	55%

	Agree
	36
	30%

	Disagree
	12
	10%

	Strongly Disagree
	6
	5%

	Total
	120
	100%


Source: Field Survey, 2025
Interpretation: A total of 85% either agree or strongly agree that profitability ratios reflect business growth. This supports their importance in performance tracking.

Table4.9: How helpful is liquidity ratio in day-to-day operations?
	Response
	Frequency
	Percentage

	Very Helpful
	60
	55%

	Helpful
	30
	30%

	Slightly Helpful
	18
	10%

	Not Helpful
	12
	5%

	Total
	120
	100%


Source: Field Survey, 2025
Interpretation: 75% of respondents view liquidity ratios as helpful or very helpful in daily operations. This shows their relevance in working capital management.

Table 4.10: Do you believe ratio analysis improves financial decisions?
	Response
	Frequency
	Percentage

	Agree
	96
	80%

	Disagree
	24
	20%

	Total
	120
	100%


Source: Field Survey, 2025
Interpretation: A high 80% of respondents believe that ratio analysis directly improves financial decisions. This validates its use in strategic planning.
Table 4.11: Do you think poor ratio interpretation leads to poor decisions?
	Response
	Frequency
	Percentage 

	Strongly Agree
	72
	60%

	Agree
	36
	30%

	Disagree
	6
	5%

	Strongly disagree
	6
	5%

	Total
	120
	100%


Source: Field Survey, 2025
Interpretation: 90% of respondents agree that poor understanding of ratios can cause poor financial decisions. This supports training and better analysis systems.
Table 4.12: Do you think poor ratio interpretation leads to poor decisions?
	Response
	Frequency
	Percentage

	Strongly Agree
	72
	60%

	Agree
	36
	30%

	Disagree
	6
	5%

	Strongly disagree
	6
	5%

	Total
	120
	1005


Source: Field Survey, 2025
Interpretation: 90% of respondents agree that poor understanding of ratios can cause poor financial decisions. This supports training and better analysis systems.
Table 4.13: How often does management review financial ratios?
	Response
	Frequency
	Percentage

	Monthly
	30
	25%

	Quarterly
	54
	45%

	Annual
	24
	20%

	Never
	12
	10%


Source: Field Survey, 2025
	Response
	Frequency
	Percentage 

	Always
	
	

	Sometimes
	
	

	Rarely
	
	

	Never
	
	


Interpretation: 70% of respondents said ratio analysis is reviewed at least quarterly. This suggests periodic financial evaluation, though monthly reviews may be better.
Table 4.14: Does management provide feedback based on ratio results?
Source: Field Survey, 2025
Interpretation: Only 20% of staff say they always receive feedback. There’s a gap in communication between financial reporting and action
Table 4.15: Should all departments use ratio analysis?
	Response
	Frequency
	Percentage

	Agree
	96
	80%

	Disagree
	24
	20%

	Total
	120%
	100%


Source: Field Survey, 
Interpretation: 80% agree that ratio analysis should be used across all departments. This shows cross-functional support for financial tools.
4.3 Answers to the Research Questions
RQ1: To what extent is ratio analysis applied in Tuyi Pharmacy Limited?
→ Based on the data, 75% of respondents agreed that ratio analysis is applied regularly. This shows a high level of awareness and use, particularly in decision-making.
RQ2: How effective is ratio analysis in evaluating profitability and liquidity?
→ 85% of respondents agree that profitability ratios are helpful, and 75% affirm that liquidity ratios help in managing short-term obligations. Thus, the application is effective in financial planning.
RQ3: What specific financial ratios are most commonly used?
→ Based on qualitative responses and document review, the most cited ratios include the current ratio, net profit margin, and debt-to-equity ratio.

4.4 Hypothesis Testing Using Chi-Square (χ²)
Hypothesis 1
H₀₁: There is no significant relationship between the application of ratio analysis and financial decision-making in Tuyi Pharmacy Limited.
Observed Data:
	Response
	Frequency
	Percentage

	Agree
	96
	70%

	Disagree
	24
	30%

	Total
	120
	100%





Expected Frequency (E) = Total / 2 = 60

χ2=∑(O−E)2E=(96−60)260+(24−60)260=129660+129660=43.2\chi^2 = \sum \frac{(O - E)^2}{E} = \frac{(96-60)^2}{60} + \frac{(24-60)^2}{60} = \frac{1296}{60} + \frac{1296}{60} = 43.2χ2=∑E(O−E)2​=60(96−60)2​+60(24−60)2​=601296​+601296​=43.2 
Decision Rule:
df = 1, critical value at 0.05 = 3.84
Since 43.2 > 3.84 → Reject H₀₁
✅ There is a significant relationship between the application of ratio analysis and financial decision-making.
Hypothesis 2
H₀₂: Profitability ratios do not significantly influence the financial performance of Tuyi Pharmacy Limited.
	Response
	Frequency
	Percentage

	Agree
	102
	80%

	Disagree
	18
	20%

	Total
	120
	100%


                                              Expected = 60
χ2=(102−60)260+(18−60)260=176460+176460=58.8\chi^2 = \frac{(102-60)^2}{60} + \frac{(18-60)^2}{60} = \frac{1764}{60} + \frac{1764}{60} = 58.8χ2=60(102−60)2​+60(18−60)2​=601764​+601764​=58.8 

Decision: 58.8 > 3.84 → Reject H₀₂
✅ Profitability ratios significantly influence financial performance.
Hypothesis 3
H₀₃: Liquidity ratios do not have a significant effect on the operational efficiency of Tuyi Pharmacy Limited.

	Response
	Frequency
	Percentage

	Agree
	90
	70%

	Disagree
	30
	20%

	Total
	120
	


Expected = 60

χ2=(90−60)260+(30−60)260=90060+90060=30\chi^2 = \frac{(90-60)^2}{60} + \frac{(30-60)^2}{60} = \frac{900}{60} + \frac{900}{60} = 30χ2=60(90−60)2​+60(30−60)2​=60900​+60900​=30 

Decision: 30 > 3.84 → Reject H₀₃
✅ Liquidity ratios have a significant effect on operational efficiency.
CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATION

5.1
Summary of Findings
The study examined the effectiveness of ratio analysis as a tool for measuring the financial performance of Tuyi Pharmacy Limited. From the findings:

· A large majority of staff are aware of and apply ratio analysis.

· Ratio analysis plays a significant role in financial decision-making.

· Profitability and liquidity ratios directly influence operational success.

· All three hypotheses tested were rejected, showing strong statistical evidence supporting the relevance of ratio analysis.
5.2 
Conclusion
Ratio analysis proves to be a critical financial tool in assessing the performance of pharmaceutical firms. In the case of Tuyi Pharmacy Limited, it has helped shape financial planning, resource allocation, and investment decisions. The consistent use of liquidity, profitability, and solvency ratios offers valuable insight into the firm’s strengths and weaknesses. As demonstrated by the analysis, ratio analysis not only aids in decision-making but also drives operational and strategic improvements.
5.3 
Recommendations
1. Training: Staff should be continuously trained on interpreting and applying ratio analysis effectively.

2. Software Adoption: The company should integrate financial analysis tools into its accounting systems.

3. Regular Reviews: Management should conduct quarterly ratio analysis to monitor performance trends.

4. Broader Application: Ratio analysis should be used not only at the corporate level but also in departmental budgeting and evaluation.

5. Policy Formulation: Financial policies should include ratio benchmarks that align with industry best practices.
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Appendix: Sample Questionnaire (Extract)
SECTION A: Demographics
1. Gender: ☐ Male ☐ Female

2. Department: ☐ Accounts ☐ Operations ☐ Procurement ☐ Others

3. Years of Experience: ☐ <2 yrs ☐ 2–5 yrs ☐ 6–10 yrs ☐ >10 yrs

SECTION B: Financial Practice
4. Does your department use ratio analysis? ☐ Yes ☐ No
5. Which ratios do you commonly apply? ____________________
6. Do you think ratio analysis improves decision-making? ☐ Yes ☐ No






✅ Survey Year: Tuyi Pharmacy Limited Field Research, 2025
📊 Total Sample Size: 120 respondents
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