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ABSTRACT
The research project titled "An Assessment of Capital Structure on the Financial Performance of the Listed Manufacturing Company: A Case Study of Kamwire Nigeria Limited, Ilorin" explores the impact of capital structure decisions on the financial outcomes of a listed manufacturing firm. The study addresses the challenges faced by capital-intensive manufacturing companies in optimizing their mix of debt and equity financing amidst competitive and volatile market conditions. The research aims to provide insights into how different financing components influence profitability, liquidity, and financial risk, with a focus on Kamwire Nigeria Limited. Through empirical data collection and analysis, the study investigates the effects of short-term debt, long-term debt, and equity financing on the company's performance, highlighting the importance of maintaining a balanced capital structure. The findings are expected to guide managers, investors, and policymakers in making informed financial decisions to enhance profitability, sustain growth, and mitigate financial risks within the manufacturing sector in Ilorin. This study contributes to improved financial management practices and sustainable industrial development in the region.
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CHAPTER ONE
INTRODUCTION
1.1	BACKGROUND OF THE STUDY
Capital structure refers to the way a company finances its operations and growth through a combination of debt and equity. Is a fundamental aspect of corporate finance that significantly influences a firm’s overall financial health and performance (Malete, 2019). The mix between debt, such as loans and bonds and equity, such as common and preferred shares, which determines not only the cost of capital but also the level of financial risk a company assumes (Ajeigbe, Fasesin, & Ajeigbe, 2013). Striking the right balance is crucial because too much debt can increase the risk of insolvency, while too much equity might dilute ownership and reduce earnings per share (Malete, 2019). This delicate balancing act is what financial experts call the “optimal capital structure,” which aims to minimize the company’s cost of capital while maximizing shareholder value (Ajeigbe et al., 2013).
For manufacturing firms, especially those listed on stock exchanges, the challenge of determining the optimal capital structure is even more pronounced (International Journal on Economics, Finance and Sustainable Development, 2025). Manufacturing is a capital-intensive industry, requiring substantial investment in machinery, technology, raw materials, and labor (International Journal on Economics, Finance and Sustainable Development, 2025). These firms often operate in highly competitive and sometimes volatile markets, where economic cycles, supply chain disruptions, and regulatory changes can rapidly alter their financial landscape (Malete, 2019). As a result, decisions about how to finance operations—whether through borrowing or issuing shares—can have profound implications for their profitability and long-term sustainability (Ajeigbe et al., 2013).
In Nigeria, manufacturing companies play a pivotal role in driving economic growth, job creation, and technological advancement (Abdullahi Adio Babatunde, 2023). 
Despite their importance, many of these companies face persistent challenges in managing their capital structures effectively (Malete, 2019). Factors such as limited access to affordable credit, fluctuating interest rates, and market uncertainties often complicate their financing decisions (Ajeigbe et al., 2013). Moreover, the unique socio-economic and regulatory environment in Ilorin adds layers of complexity that are not always captured in broader national studies (Abdullahi Adio Babatunde, 2023).
Given these dynamics, it becomes essential to closely examine how capital structure decisions impact the financial performance of manufacturing firms in Ilorin (International Journal on Economics, Finance and Sustainable Development, 2025). Understanding this relationship can provide valuable insights for company managers, investors, and policymakers alike (Malete, 2019). It can help firms design financing strategies that not only reduce financial risks but also enhance profitability and competitive advantage (Ajeigbe et al., 2013). Additionally, such knowledge can inform regulatory bodies in crafting policies that support sustainable industrial growth (Abdullahi Adio Babatunde, 2023). This study, therefore, seeks to explore in depth the effects of debt and equity financing on the financial outcomes of listed manufacturing companies in Kamwire Nigeria Limited, Ilorin, aiming to contribute to more effective financial management practices within this vital sector (Malete, 2019; International Journal on Economics, Finance and Sustainable Development, 2025).
1.2	STATEMENT OF THE PROBLEM
Despite the critical role that capital structure plays in determining firm performance, manufacturing companies in Ilorin have exhibited inconsistent and often unsatisfactory financial results over the years, which raises significant concerns about their financing decisions and strategies (Ajeigbe, Fasesin & Ajeigbe, 2013). Many of these firms tend to rely heavily on either debt or equity financing without maintaining a strategic balance between the two, which can lead to serious financial consequences. For instance, an over-reliance on debt increases financial risk and the possibility of insolvency due to high interest obligations, while excessive dependence on equity may result in underutilization of growth opportunities and dilution of ownership control (Malete Journal of Accounting and Finance, 2019). This imbalance in capital structure management often results in suboptimal financial performance, limiting the firms’ ability to compete effectively in the dynamic manufacturing sector.
Moreover, there is a notable lack of empirical research focused specifically on the capital structure practices and financial outcomes of listed manufacturing firms in Ilorin. This absence of localized data creates a significant knowledge gap, making it difficult for investors, managers, and policymakers to make well-informed decisions regarding optimal financing strategies tailored to the unique economic environment of Ilorin and Kwara State (International Journal on Economics, Finance and Sustainable Development, 2025). The problem is further compounded by the broader economic fluctuations and regulatory challenges that characterize the Nigerian manufacturing sector. Factors such as inflationary pressures, currency volatility, inconsistent government policies, and infrastructural deficits add layers of complexity to the capital structuring decisions of these companies (Abdullahi Adio Babatunde, 2023).
These challenges have tangible effects on the sustainability and profitability of manufacturing firms in Ilorin. For example, firms that fail to optimize their capital structure may experience reduced return on assets and equity, impaired cash flows, and diminished capacity to finance expansion projects or technological upgrades. This not only affects the firms themselves but also has wider implications for employment, industrial growth, and economic development in the region. Therefore, it becomes imperative to investigate how different components of capital structure—such as short-term debt, long-term debt, and equity financing—impact the financial performance of these firms in Ilorin. By doing so, this study aims to provide data-driven recommendations that can guide firms toward more effective capital management, ultimately improving their profitability and ensuring long-term sustainability in a challenging economic landscape.
1.3	OBJECTIVES OF THE STUDY
· To examine the relationship between short-term debt and the financial performance of Kamwire Nigeria Limited, Ilorin.
· To assess the impact of long-term debt on the profitability of Kamwire Nigeria Limited, Ilorin.
· To evaluate the influence of equity financing on the financial outcomes of Kamwire Nigeria Limited, Ilorin.
· To determine the optimal capital structure that maximizes financial performance in the manufacturing sector of Kamwire Nigeria Limited, Ilorin.
1.4	RESEARCH QUESTIONS
· What is the effect of short-term debt on the financial performance of Kamwire Nigeria Limited, Ilorin?
· How does long-term debt influence the profitability of Kamwire Nigeria Limited, Ilorin?
· What influence does equity financing have on the financial outcomes of Kamwire Nigeria Limited, Ilorin?
· What is the optimal capital structure for maximizing financial performance in the manufacturing sector of Kamwire Nigeria Limited, Ilorin?
1.5	RESEARCH HYPOTHESES
Hypothesis 1:
· H0: Short-term debt has no significant effect on the financial performance of Kamwire Nigeria Limited, Ilorin.
· H1: Short-term debt has a significant effect on the financial performance of Kamwire Nigeria Limited, Ilorin.
Hypothesis 2:
· H0: Long-term debt does not significantly influence the profitability of Kamwire Nigeria Limited, Ilorin.
· H1: Long-term debt significantly influences the profitability of Kamwire Nigeria Limited, Ilorin.
Hypothesis 3:
· H0: Equity financing has no significant impact on the financial outcomes of Kamwire Nigeria Limited, Ilorin.
· H1: Equity financing has a significant impact on the financial outcomes of Kamwire Nigeria Limited, Ilorin.
Hypothesis 4:
· H0: There is no optimal capital structure that maximizes financial performance in the manufacturing sector of Kamwire Nigeria Limited, Ilorin.
· H1: There is an optimal capital structure that maximizes financial performance in the manufacturing sector of Kamwire Nigeria Limited, Ilorin.
1.6	SIGNIFICANCE OF THE STUDY
This study offers valuable and timely insights for manufacturing firms operating in Kamwire Nigeria Limited, Ilorin, by elucidating how capital structure decisions directly influence their financial performance. Understanding the interplay between debt and equity financing enables financial managers to make more informed choices that optimize the firm’s capital mix, thereby enhancing profitability and ensuring long-term sustainability (Malete, 2019). By identifying the optimal balance between various sources of capital, firms can reduce their cost of capital, mitigate financial risks, and also to improve operational efficiency, which are critical factors for thriving in the highly competitive manufacturing sector (Ajeigbe, Fasesin & Ajeigbe, 2013). Moreover, the findings of this study will empower financial managers to tailor their financing strategies to the specific economic and regulatory environment of Ilorin, which is often characterized by infrastructural challenges and fluctuating market conditions (International Journal on Economics, Finance and Sustainable Development, 2025).
In addition to benefiting corporate financial managers, the study’s outcomes are also significant for policymakers and investors. Policymakers can leverage the insights to design and implement regulatory frameworks that foster a more conducive environment for capital formation and industrial growth. For instance, understanding the financing dynamics of local manufacturing firms can inform policies aimed at improving access to affordable credit, incentivizing equity investments, and stabilizing the macroeconomic environment to reduce financial uncertainties (Abdullahi Adio Babatunde, 2023). Investors, on the other hand, will gain a clearer picture of the risk-return profile associated with manufacturing firms in Ilorin, enabling them to make more strategic investment decisions that align with their risk tolerance and return expectations (Malete, 2019). This can lead to increased capital inflows into the sector, further stimulating industrial development and job creation.
Furthermore, this research addresses a critical gap in the empirical literature concerning Nigerian manufacturing firms, particularly those listed in Kamwire Nigeria Limited, Ilorin. While numerous studies have examined capital structure and financial performance in broader contexts, there is a paucity of localized research that captures the unique challenges and opportunities faced by manufacturing companies in this region (Ajeigbe et al., 2013). By filling this void, the study contributes not only to academic knowledge but also to practical financial management strategies that can be adopted by firms seeking to improve their financial health and competitive position.
1.7	SCOPE OF THE STUDY
The study focuses on listed manufacturing companies located in Kamwire Nigeria Limited, Ilorin, covering a comprehensive ten-year period from 2014 to 2023. This timeframe allows for an in-depth analysis of trends and patterns in capital structure and financial performance, capturing the effects of economic cycles, policy changes, and market dynamics on these firms. The research specifically examines the impact of different financing components—short-term debt, long-term debt, and equity financing—on key financial performance indicators such as Return on Assets (ROA) and Return on Equity (ROE), which are widely recognized metrics for assessing profitability and operational efficiency. By focusing on these variables, the study aims to identify how varying capital structure strategies influence the ability of manufacturing firms in Ilorin to generate returns and sustain growth.
Ilorin, as the capital of Kwara State, hosts a variety of manufacturing companies across sectors such as cement production, pharmaceuticals, textiles, and consumer goods, including notable firms like Lafarge WAPCO, Tuyil Pharmaceutical Industries, and KAM Industries Limited. These companies are integral to the local economy, providing employment and contributing to industrial development, which underscores the importance of understanding their financial management practices. However, the study excludes unlisted firms, which may limit the generalizability of the findings to the broader manufacturing sector in Ilorin, as unlisted companies often face different financing challenges and opportunities.
1.8	LIMITATION OF THE STUDY
The study acknowledges certain limitations that may affect the scope and accuracy of the findings. Data availability and quality pose significant challenges, as some firms may not disclose complete financial information or may have inconsistencies in reporting, which can impact the robustness of the analysis. Moreover, external economic factors such as inflation rates, foreign exchange volatility, government policy shifts, and infrastructural constraints prevalent in Nigeria and Kwara State specifically are beyond the control of this study but can substantially influence financial performance. These factors may introduce variability in the results that are not solely attributable to capital structure decisions.
Despite these limitations, the focused approach on listed manufacturing firms in Ilorin provides valuable insights into the financing patterns and their effects on firm performance within a critical industrial hub. 
1.9	DEFINITION OF TERMS
· Capital Structure: The combination of debt and equity financing used by a firm.
· Financial Performance: Measures of profitability and efficiency such as Return on Assets (ROA) and Return on Equity (ROE).
· Short-term Debt: Debt obligations due within one year.
· Long-term Debt: Debt with a maturity period longer than one year.
· Equity Financing: Raising capital through the sale of shares.
· Return on Assets (ROA): Indicator of how efficiently a firm uses its assets to generate profit.
· Return on Equity (ROE): Measure of profitability relative to shareholders’ equity.
· Listed Company: A company whose shares are traded on a stock exchange.
· Manufacturing Sector: Industry involved in the production of goods.
· Optimal Capital Structure: The debt-equity mix that minimizes cost of capital and maximizes firm value.
· Debt Financing: Borrowing funds to finance business operations.
· Equity Capital: Funds raised from shareholders.
· Financial Risk: The possibility of financial loss due to debt obligations.
· Profitability: The ability of a firm to generate earnings compared to expenses.

CHAPTER TWO
LITERATURE REVIEW
2.1	PREAMBLE
The literature review chapter provides a comprehensive overview of existing scholarly work related to capital structure and its impact on financial performance, particularly within the manufacturing sector. It establishes the theoretical and empirical foundation for the study by examining key concepts, relevant theories, and previous research findings. The review also identifies gaps in the literature, especially concerning manufacturing firms in Kamwire Nigeria Limited, Ilorin, thereby justifying the need for this study. This chapter is structured to first discuss the conceptual framework guiding the research, followed by detailed explorations of the components of capital structure, financial performance metrics, and the relationship between them.
2.2	CONCEPTUAL FRAMEWORK
The conceptual framework of this study establishes the fundamental variables and constructs that guide the investigation into how capital structure influences financial performance in listed manufacturing firms. Capital structure is broadly defined as the combination of debt and equity financing that a company employs to fund its operations and growth initiatives (Pandey & Sahu, 2023). This framework specifically focuses on three main components of capital structure: short-term debt, long-term debt, and equity financing, each of which plays a distinct role in shaping a firm’s financial outcomes (Pandey & Sahu, 2023). Financial performance is measured using key indicators such as Return on Assets (ROA) and Return on Equity (ROE), which are widely recognized metrics that reflect a firm’s profitability and efficiency in utilizing its assets and shareholder equity (Jude Leon, 2013).
The relationship between capital structure and financial performance is grounded in several foundational financial theories. The Trade-Off Theory posits that firms seek to balance the tax advantages of debt financing against the potential costs of financial distress, suggesting that there is an optimal level of leverage that maximizes firm value (Pandey & Sahu, 2023). In contrast, the Pecking Order Theory argues that firms prefer internal financing and only resort to debt or equity when internal funds are insufficient, which influences the observed patterns of capital structure in practice (Jude Leon, 2013). These theories provide a conceptual lens through which the effects of different financing choices on profitability can be understood.
Empirical evidence from various manufacturing contexts supports the notion that capital structure significantly affects financial performance, but the nature of this effect varies depending on the composition of debt and equity. For example, studies in Nigerian manufacturing firms have found that while long-term debt can positively impact financial performance by providing stable financing and tax shields, excessive reliance on short-term debt may increase liquidity risk and reduce profitability (Akinrinola, Tomori & Audu, 2023; BW Academic Journal, 2023). Similarly, equity financing, while less risky in terms of fixed obligations, may dilute earnings and control, affecting return metrics differently (Pandey & Sahu, 2023).
Furthermore, the framework acknowledges that the impact of capital structure on financial performance is context-specific, influenced by factors such as industry characteristics, economic conditions, and regulatory environments. In the manufacturing sector of Kamwire Nigeria Limited, Ilorin, firms face unique challenges including infrastructural deficits, fluctuating interest rates, and market volatility, which can affect how debt and equity financing translate into financial outcomes (Akinrinola et al., 2023; Jude Leon, 2013). Therefore, this study hypothesizes that the components of capital structure—short-term debt, long-term debt, and equity financing—exert distinct and measurable effects on ROA and ROE within this specific regional context.
2.2.1	CAPITAL STRUCTURE: DEFINITIONS AND COMPONENTS
Capital structure refers to the specific mix or combination of debt and equity that a firm employs to finance its operations, growth, and overall business activities (Ajeigbe, Fasesin & Ajeigbe, 2013). It represents the permanent financing of a company, encompassing both long-term liabilities and shareholders’ equity, which together support the firm’s investment decisions and strategic objectives (Chandra, 2014). Debt financing, a major component of capital structure, includes short-term liabilities such as bank overdrafts and trade payables that are due within one year, as well as long-term liabilities like bonds and loans that extend beyond one year (Malete, 2019). These debt instruments often carry fixed interest obligations and create financial leverage, which can amplify returns but also increase financial risk if not managed properly (Corporate Finance Institute, 2025).
Equity financing, on the other hand, involves raising capital through the issuance of shares, which represent ownership interests in the firm. Equity capital includes common stock, preferred stock, and retained earnings, and unlike debt, it does not require fixed payments but may dilute ownership and control among existing shareholders (International Journal on Economics, Finance and Sustainable Development, 2025). The choice between debt and equity financing is influenced by several factors including the firm’s risk tolerance, cost of capital, market conditions, and growth prospects (Pandey, 2015). For instance, leveraging debt can provide tax advantages due to the tax deductibility of interest payments, thereby lowering the firm’s overall cost of capital. However, excessive debt increases the risk of financial distress and bankruptcy, which can adversely affect firm value (Brigham & Ehrhardt, 2017).
The proportion of debt and equity in a firm’s capital structure directly affects its cost of capital, risk profile, and ultimately its financial performance. A well-balanced capital structure aims to minimize the weighted average cost of capital (WACC), thereby maximizing the firm’s market value and shareholder wealth (Ross, Westerfield & Jaffe, 2019). Firms in capital-intensive industries, such as manufacturing, often rely more heavily on debt financing to fund expensive equipment and infrastructure, while service-oriented firms may prefer equity to maintain financial flexibility (Brealey, Myers & Allen, 2020). The optimal capital structure is thus context-specific and dynamic, requiring firms to continuously evaluate their financing mix in response to internal performance and external market conditions (Corporate Finance Institute, 2025).
2.2.2	FINANCIAL PERFORMANCE METRICS
Financial performance is commonly evaluated through various profitability ratios, with Return on Assets (ROA) and Return on Equity (ROE) being among the most widely used and reliable indicators (Malete, 2019). ROA measures how efficiently a company utilizes its total assets to generate net income, providing insight into management’s effectiveness in deploying resources to produce profits (Investopedia, 2025; Corporate Finance Institute, 2025). It is calculated by dividing net income by total assets, reflecting the return generated on every dollar invested in assets regardless of the source of financing (Investopedia, 2025). For example, a higher ROA indicates better asset utilization and operational efficiency, which is especially important in capital-intensive industries like manufacturing (Investopedia, 2025).
ROE, on the other hand, measures the return generated on shareholders’ equity, indicating how effectively a company uses investors’ funds to generate profits (Ajeigbe et al., 2013; Investopedia, 2025). It is computed by dividing net income by average shareholders’ equity, offering a perspective on the profitability from the shareholders’ point of view (Investopedia, 2025). A high ROE suggests that the company is generating substantial earnings relative to the equity invested by shareholders, which is a key consideration for investors assessing the attractiveness of their investment (Investopedia, 2025). However, it is important to interpret ROE in the context of the industry average and the firm’s capital structure because excessive debt can artificially inflate ROE by reducing equity (Moomoo, 2022).
While ROA focuses on the overall efficiency of asset utilization, ROE emphasizes profitability relative to the equity base, making these ratios complementary in assessing financial performance (Corporate Finance Institute, 2025). Other metrics such as Earnings Per Share (EPS) and Net Profit Margin are also used in broader financial analyses to capture profitability from different angles, but ROA and ROE remain the most relevant when examining the impact of capital structure decisions (International Journal on Economics, Finance and Sustainable Development, 2025). Together, ROA and ROE provide a comprehensive picture of how well a firm is performing financially, considering both operational efficiency and shareholder returns (Investopedia, 2025; Moomoo, 2022).
ROA and ROE are critical indicators that help stakeholders evaluate a company’s ability to generate profits from its assets and equity, respectively. Their combined use enables a nuanced understanding of financial performance, which is essential for analyzing the effects of capital structure on profitability in manufacturing firms (Malete, 2019).
2.2.3	THE RELATIONSHIP BETWEEN CAPITAL STRUCTURE AND FINANCIAL PERFORMANCE
The relationship between capital structure and financial performance has been the subject of extensive academic inquiry, yielding mixed and sometimes contradictory findings. The Trade-Off Theory, a foundational concept in corporate finance, suggests that firms attempt to balance the tax advantages of debt financing—such as interest tax shields—against the potential costs of financial distress, including bankruptcy and agency costs, to determine an optimal capital structure that maximizes firm value (Myers, 2001). According to this theory, moderate levels of debt can enhance profitability by reducing tax liabilities, but beyond a certain point, the costs associated with excessive leverage outweigh these benefits, leading to diminished financial performance. Complementing this view, the Pecking Order Theory posits that firms prefer to finance their investments first with internal funds, then with debt, and only as a last resort with equity, reflecting a hierarchy driven by information asymmetry and financing costs (Myers & Majluf, 1984). This theory implies that capital structure is less about optimization and more about the availability and cost of financing sources.
Empirical studies focusing on Nigerian manufacturing firms have reinforced the complexity of this relationship. For instance, research analyzing listed manufacturing companies in Nigeria between 2009 and 2014 found that both total debt and its components—long-term and short-term debt—significantly impact financial performance, though the direction and magnitude of these effects vary (Ajibola, Wisdom & Qudus, 2015). Specifically, some studies revealed that short-term debt positively influences financial performance metrics such as Return on Assets (ROA), suggesting that short-term borrowing may provide liquidity advantages that enhance operational efficiency (Journal of Applied and Theoretical Social Sciences, 2022). Conversely, other findings indicate that long-term debt may have a negative or insignificant effect on profitability, possibly due to higher interest obligations and increased financial risk (Malete Journal of Accounting and Finance, 2019).
Further complicating this relationship in the Nigerian context are factors such as market volatility, regulatory challenges, and limited access to affordable financing, which influence firms’ capital structure decisions and their subsequent financial outcomes (Abdullahi Adio Babatunde, 2023). The manufacturing sector, being capital-intensive and sensitive to economic fluctuations, often faces difficulties in maintaining an optimal leverage ratio that balances growth and risk. Studies have also highlighted that the effectiveness of capital structure strategies is contingent upon firm-specific characteristics such as size, liquidity, and ownership structure, which can moderate the impact of debt and equity on performance (Ayeni & Olusegun, 2022; Abdul Kerim et al., 2021).
Moreover, recent investigations using panel data from Nigerian industrial goods manufacturing firms between 2013 and 2022 confirm that equity capital and debt capital both significantly affect earnings per share (EPS), underscoring the importance of a balanced financing approach (BW Academic Journal, 2023). These studies recommend that firms strategically utilize debt to leverage financial performance while managing the associated risks prudently. Overall, the literature suggests that while moderate debt can enhance profitability through tax shields and improved capital efficiency, excessive leverage increases financial distress risk, thereby reducing firm value. This nuanced understanding underscores the need for manufacturing firms in Kamwire Nigeria Limited, Ilorin, to carefully calibrate their capital structure decisions in light of local economic conditions and firm-specific factors to optimize financial performance.
2.3	THEORETICAL FRAMEWORK
The theoretical framework serves as the foundational backbone of this study by providing the essential theories that explain and clarify the relationship between capital structure and financial performance, especially within the manufacturing sector. It helps to contextualize why firms adopt particular financing mixes and how these financing decisions influence their overall financial outcomes. Understanding these theories is crucial because capital structure decisions are among the most significant financial choices a firm makes, impacting its cost of capital, risk exposure, and ultimately its profitability and sustainability (Kooragama et al., 2018).
One of the earliest and most influential theories in this domain is the Modigliani and Miller (1958) irrelevance proposition, which initially argued that in perfect markets, capital structure does not affect firm value. However, real-world imperfections such as taxes, bankruptcy costs, and agency problems have led to the development of more nuanced theories that recognize the importance of capital structure in firm performance (Hamza, 2024). The Trade-Off Theory, for instance, posits that firms seek an optimal capital structure by balancing the tax benefits of debt financing against the potential costs of financial distress and agency conflicts. This theory suggests that moderate leverage can enhance firm value by providing tax shields, but excessive debt increases bankruptcy risk and reduces performance (Myers, 2001).
Complementing this, the Pecking Order Theory explains that firms prioritize their financing sources based on the principle of minimizing information asymmetry and financing costs. Firms prefer to use internal funds first, then debt, and issue equity only as a last resort (Myers & Majluf, 1984). This hierarchy is particularly relevant for manufacturing firms in emerging markets like Nigeria, where access to external finance is often costly and constrained by market imperfections . Empirical evidence from Nigerian and other developing countries’ manufacturing sectors supports these theories, showing that firms often rely heavily on internal financing and debt before resorting to equity issuance, which can dilute ownership and control (Kooragama et al., 2018).
Moreover, the theoretical framework recognizes that the impact of capital structure on financial performance is influenced by contextual factors such as industry characteristics, economic environment, and firm-specific variables including size, growth opportunities, and asset tangibility (Hamza, 2024). For manufacturing firms, which are typically capital-intensive and exposed to market volatility, these factors play a critical role in shaping financing decisions and their subsequent effects on profitability and operational efficiency (ICCSOR, 2022; IJEFSD, 2025).


2.3.1	TRADE-OFF THEORY
The Trade-Off Theory is a fundamental concept in corporate finance that posits firms actively seek to balance the benefits and costs associated with debt financing in order to determine an optimal capital structure that maximizes firm value (Myers, 2001). One of the primary benefits of debt financing is the tax shield it provides; since interest payments on debt are tax-deductible, firms can reduce their taxable income, thereby lowering their overall tax burden and increasing after-tax cash flows. This tax advantage makes debt an attractive source of financing compared to equity, which does not offer such deductions (Brigham & Ehrhardt, 2017). Consequently, by incorporating debt into their capital structure, firms can enhance shareholder wealth through increased firm value.
However, the Trade-Off Theory also acknowledges that debt is not without its costs. Excessive reliance on debt increases the firm’s financial leverage, which heightens the risk of financial distress. Financial distress includes the costs related to potential bankruptcy, such as legal fees, loss of customers, and disruptions in operations, all of which can severely impair a firm’s profitability and long-term viability (Ross, Westerfield & Jaffe, 2019). Moreover, high levels of debt can lead to agency costs, where conflicts arise between debt holders and equity holders, potentially resulting in suboptimal investment decisions or risk-shifting behaviors by management (Jensen & Meckling, 1976). These costs act as a counterbalance to the tax benefits of debt, creating a trade-off that firms must carefully manage.
In practice, firms aim to identify a capital structure that balances these opposing forces — maximizing the tax shield benefits of debt while minimizing the likelihood and costs of financial distress. This optimal capital structure varies across industries, firm sizes, and economic environments, influenced by factors such as asset tangibility, profitability, growth opportunities, and market conditions (Pandey, 2015). For manufacturing firms, which often require substantial capital investment in fixed assets and equipment, the ability to leverage debt financing effectively can be critical to sustaining operations and funding expansion.
In the context of Nigerian manufacturing firms, the Trade-Off Theory provides a useful framework for understanding observed financing behaviors. Studies indicate that many Nigerian manufacturers maintain moderate levels of debt to capitalize on tax advantages while consciously avoiding excessive leverage that could increase their vulnerability to financial distress (Owolabi & Inyang, 2012). This cautious approach is particularly relevant given the volatile economic conditions in Nigeria, characterized by fluctuating interest rates, inflationary pressures, and regulatory uncertainties that can exacerbate the risks associated with high debt levels (International Journal on Economics, Finance and Sustainable Development, 2025). Furthermore, infrastructural challenges and limited access to long-term financing options compel firms to balance their capital structure carefully to maintain financial flexibility and operational stability.
Overall, the Trade-Off Theory underscores the importance of strategic financial management in achieving an optimal capital structure that supports firm growth and profitability. By weighing the tax benefits of debt against the potential costs of financial distress, Nigerian manufacturing firms can tailor their financing decisions to their unique operating environments, thereby enhancing their financial performance and long-term sustainability (Myers, 2001; Owolabi & Inyang, 2012; International Journal on Economics, Finance and Sustainable Development, 2025).



2.3.2	PECKING ORDER THEORY
The Pecking Order Theory is a significant framework in corporate finance that explains how firms prioritize their sources of financing based on the principle of minimizing effort, cost, and adverse market signals. According to this theory, firms prefer to use internal funds, such as retained earnings, as the primary source of financing because these funds are readily available and do not involve external scrutiny or additional costs (Myers & Majluf, 1984). When internal funds are insufficient to meet investment needs, firms then turn to debt financing, which is generally less costly and less dilutive than issuing new equity. Equity issuance is considered the last resort due to its higher costs and the potential negative signaling effects it may have on the firm’s stock price and investor perceptions (Myers & Majluf, 1984).
This hierarchical preference for financing sources is largely driven by information asymmetry between the firm’s managers and external investors. Managers typically possess more detailed and accurate information about the firm’s true value and prospects than outside investors. When a firm issues new equity, it may signal to the market that management believes the firm’s stock is overvalued, leading to a decline in share price (Myers & Majluf, 1984). Consequently, firms avoid equity issuance unless absolutely necessary, to prevent adverse market reactions and dilution of existing shareholders’ control.
For manufacturing firms operating in Nigeria, the Pecking Order Theory is particularly relevant due to the unique challenges they face in accessing external finance. The Nigerian financial market is characterized by high interest rates, stringent lending conditions, and limited availability of long-term debt instruments, which restrict firms’ ability to obtain affordable external financing (Owolabi & Inyang, 2012). Additionally, the cost of equity financing in Nigeria is often prohibitively high, partly due to market inefficiencies, regulatory constraints, and investor risk aversion, making equity issuance less attractive (International Journal on Economics, Finance and Sustainable Development, 2025). These factors reinforce the tendency of Nigerian manufacturing firms to rely heavily on internally generated funds and debt before considering equity as a financing option.
Empirical studies support this theoretical perspective. For instance, Akinleye and Akomolafe (2019) found that Nigerian manufacturing firms predominantly use retained earnings and debt to finance their operations and growth, resorting to equity issuance only when internal funds and debt capacity are exhausted. This reliance on internal funds and debt aligns with the Pecking Order Theory’s prediction that firms prefer cheaper and less risky financing sources before turning to equity. Furthermore, the study highlights that firms with higher profitability tend to have lower leverage, indicating that profitable firms rely more on retained earnings, while less profitable firms depend more on external debt and equity (Akinleye & Akomolafe, 2019).
Pecking Order Theory provides a robust explanation for the financing behavior of manufacturing firms in Nigeria. It emphasizes the role of information asymmetry and market imperfections in shaping firms’ financing choices, particularly in environments where external finance is costly and difficult to access. Understanding this theory helps to contextualize the capital structure decisions of Nigerian manufacturing firms and underscores the importance of internal financing and debt in sustaining their operations and growth (Myers & Majluf, 1984; Owolabi & Inyang, 2012).




2.4	EMPIRICAL REVIEW
Empirical studies on capital structure and financial performance in Nigerian manufacturing firms have produced mixed results, reflecting the complexity of the relationship. Akinleye and Akomolafe (2019) analyzed data from manufacturing firms listed on the Nigerian Stock Exchange and found that long-term debt positively and significantly influences profitability, while short-term debt has an insignificant effect. This supports the idea that stable, long-term financing contributes more effectively to firm performance than short-term borrowing, which may increase liquidity risk.
Similarly, research by Owolabi and Inyang (2012) identified key determinants of capital structure in Nigerian manufacturing firms, including firm size, profitability, tangibility, and growth opportunities. Their findings emphasized that larger firms with more tangible assets tend to have higher leverage due to easier access to debt financing. However, profitability was negatively related to leverage, supporting the Pecking Order Theory that profitable firms prefer internal financing.
A recent study examining liquidity and capital structure among Nigerian manufacturing firms over the period 2007–2021 found that liquidity negatively affects leverage ratios, indicating that firms with higher liquidity borrow less, consistent with theoretical expectations (International Journal on Economics, Finance and Sustainable Development, 2025). This suggests that firms with sufficient internal resources reduce dependency on external debt, thereby potentially lowering financial risk.
Other studies highlight the influence of Nigeria’s challenging economic environment on capital structure decisions. High interest rates, inflation, and regulatory uncertainties limit manufacturing firms’ ability to raise affordable debt, often forcing reliance on equity or internal funds (Abdullahi Adio Babatunde, 2023; Arabian Journal of Business and Management Review, 2021). These factors contribute to the observed variations in capital structure and its impact on financial performance across firms and subsectors.
In summary, the empirical literature underscores that capital structure decisions in Nigerian manufacturing firms are influenced by firm-specific factors such as size, profitability, and liquidity, as well as macroeconomic and institutional conditions. While moderate debt levels can enhance profitability, excessive leverage increases financial risk and may impair performance. These findings provide a critical backdrop for this study’s focus on listed manufacturing firms in Kamwire Nigeria Limited, Ilorin.

















CHAPTER THREE
RESEARCH METHODOLOGY
3.1	RESEARCH DESIGN
This study adopts an ex-post facto research design, which is appropriate for investigating the impact of capital structure on the financial performance of listed manufacturing companies in Kamwire Nigeria Limited, Ilorin. This design allows for the examination of existing data over a specified period without manipulating variables, enabling the researcher to analyze relationships and effects retrospectively. The ex-post facto approach is widely used in capital structure studies as it relies on secondary data such as financial statements, which provide reliable and objective measures of firm performance and capital composition.
3.2	POPULATION OF THE STUDY
The population of this study comprises all manufacturing companies listed on the Nigerian Exchange Group (NGX) that are headquartered or have significant operations in Kamwire Nigeria Limited, Ilorin. According to recent records, there are approximately 55 listed manufacturing firms in Nigeria, with a subset operating in Ilorin. These firms represent diverse subsectors within manufacturing, including cement, pharmaceuticals, textiles, and consumer goods. The focus on listed companies ensures availability of consistent and audited financial data necessary for robust analysis.
3.3	SAMPLING PROCEDURE AND SAMPLE SIZE
A purposive sampling technique will be employed to select manufacturing firms that meet specific criteria: being listed on the Nigerian Exchange Group, having continuous financial reporting for the study period, and operating within Kamwire Nigeria Limited, Ilorin. Based on these criteria, a sample of 40 firms will be selected to ensure data quality and relevance. This sample size is consistent with previous studies that analyzed capital structure and performance in Nigerian manufacturing firms. The study will cover a ten-year period from 2014 to 2023, providing sufficient longitudinal data for trend and panel analyses.
3.4	INSTRUMENT OF DATA COLLECTION
The primary instrument for data collection will be primary data extraction from using questionnaire and audited accounts of the selected manufacturing firms. These reports provide detailed information on capital structure components such as short-term debt, long-term debt, and equity, as well as financial performance indicators including Return on Assets (ROA) and Return on Equity (ROE). Data will be collected systematically to ensure consistency and accuracy, focusing on variables relevant to the study objectives.
3.5	VALIDATION OF THE RESEARCH INSTRUMENT
Since the study utilizes secondary data from audited financial statements, the validity and reliability of the data are inherently ensured by regulatory and auditing standards governing listed companies in Nigeria. To further enhance validity, data will be cross-checked against multiple sources such as company websites, Nigerian Exchange Group disclosures, and financial databases. Any inconsistencies or missing data will be addressed through follow-up verification or exclusion to maintain data integrity.
3.6	METHOD OF DATA ANALYSIS
The study will employ panel data regression analysis to examine the relationship between capital structure components and financial performance over the study period. Specifically, the Fixed Effects Model (FEM) and Random Effects Model (REM) will be considered, with the Hausman test guiding the choice between them. Descriptive statistics will summarize the data, while diagnostic tests such as unit root tests, multicollinearity, and heteroscedasticity tests will ensure robustness of the regression results. Statistical software such as EViews 12 or STATA will be used for the analysis. 

CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
4.1	INTRODUCTION
This chapter presents and analyzes the data collected through the structured questionnaire administered to 40 staff members of Kamwire Nigeria Limited, Ilorin. The data are presented in tables and interpreted to address the research questions. The chapter begins with the demographic profile of respondents, followed by detailed analysis of the research items, the research questions, and a discussion of the findings.
4.2	ANALYSIS OF RESEARCH ITEMS
Question 1: Gender of Respondents
Table 4.1
	Gender
	Frequency
	Percentage (%)

	Male
	28
	70.0%

	Female
	12
	30.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
Out of the 40 respondents, 28 (70.0%) are male, while 12 (30.0%) are female. This shows that the majority of the respondents are male, indicating a higher male representation among staff sampled in Kamwire Nigeria Limited, Ilorin.





Question 2: Age of Respondents
Table 4.2
	Age Group
	Frequency
	Percentage (%)

	26–35 years
	18
	45.0%

	36–45 years
	14
	35.0%

	46 years & above
	8
	20.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
A total of 18 respondents (45.0%) are between 26–35 years, 14 (35.0%) are between 36–45 years, and 8 (20.0%) are 46 years and above. This indicates that most respondents are in the 26–45 years age range, representing a relatively young and active workforce.
Question 3: Educational Qualification
Table 4.3
	Qualification
	Frequency
	Percentage (%)

	SSCE/OND
	5
	12.5%

	HND/Bachelor’s Degree
	20
	50.0%

	Master’s Degree
	12
	30.0%

	PhD
	3
	7.5%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
5 respondents (12.5%) have SSCE/OND, 20 (50.0%) have HND/Bachelor’s Degree, 12 (30.0%) have Master’s Degree, and 3 (7.5%) have PhD. This shows that the majority of respondents are well-educated, with half holding at least a Bachelor’s degree.
Question 4: Department/Unit
Table 4.4
	Department
	Frequency
	Percentage (%)

	Finance
	10
	25.0%

	Operations
	15
	37.5%

	Administration
	8
	20.0%

	Other
	7
	17.5%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
10 respondents (25.0%) are from Finance, 15 (37.5%) from Operations, 8 (20.0%) from Administration, and 7 (17.5%) from Other departments. The Operations department has the highest representation among respondents.
Question 5: Years of Experience in Kamwire Nigeria Limited
Table 4.5
	Years of Experience
	Frequency
	Percentage (%)

	Less than 2 years
	7
	17.5%

	2–5 years
	15
	37.5%

	6–10 years
	10
	25.0%

	Above 10 years
	8
	20.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis: 7 respondents (17.5%) have less than 2 years of experience, 15 (37.5%) have 2–5 years, 10 (25.0%) have 6–10 years, and 8 (20.0%) have above 10 years. The majority have between 2 and 10 years’ experience.
Question 6: Manufacturing Industry within Kamwire Nigeria Limited
Table 4.6
	Industry
	Frequency
	Percentage (%)

	Kamwire Salt
	8
	20.0%

	Kamwire Sugar
	10
	25.0%

	Kamwire Cement
	12
	30.0%

	Kamwire Pasta
	6
	15.0%

	Kamwire Rice
	4
	10.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis: 8 respondents (20.0%) work in Kamwire Salt, 10 (25.0%) in Kamwire Sugar, 12 (30.0%) in Kamwire Cement, 6 (15.0%) in Kamwire Pasta, and 4 (10.0%) in Kamwire Rice. Kamwire Cement has the highest representation.
Question 7: Short-term debt is frequently used to finance operations in Kamwire Nigeria Limited.
Table 4.7
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	15
	37.5%

	Agree
	12
	30.0%

	Neutral
	5
	12.5%

	Disagree
	6
	15.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis: 15 respondents (37.5%) strongly agree, 12 (30.0%) agree, 5 (12.5%) are neutral, 6 (15.0%) disagree, and 2 (5.0%) strongly disagree that short-term debt is frequently used to finance operations in Kamwire Nigeria Limited.
Question 8: The use of short-term debt has improved the company’s liquidity position.
Table 4.8
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	10
	25.0%

	Agree
	16
	40.0%

	Neutral
	7
	17.5%

	Disagree
	5
	12.5%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis: 10 respondents (25.0%) strongly agree, 16 (40.0%) agree, 7 (17.5%) are neutral, 5 (12.5%) disagree, and 2 (5.0%) strongly disagree that short-term debt has improved the company’s liquidity position.
Question 9: Short-term debt has a positive effect on the profitability of Kamwire Nigeria Limited.
Table 4.9
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	9
	22.5%

	Agree
	15
	37.5%

	Neutral
	8
	20.0%

	Disagree
	6
	15.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
9 respondents (22.5%) strongly agree, 15 (37.5%) agree, 8 (20.0%) are neutral, 6 (15.0%) disagree, and 2 (5.0%) strongly disagree that short-term debt has a positive effect on profitability.
Question 10: Excessive reliance on short-term debt increases the financial risk of the company.
Table 4.10
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	14
	35.0%

	Agree
	13
	32.5%

	Neutral
	6
	15.0%

	Disagree
	5
	12.5%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
14 respondents (35.0%) strongly agree, 13 (32.5%) agree, 6 (15.0%) are neutral, 5 (12.5%) disagree, and 2 (5.0%) strongly disagree that excessive reliance on short-term debt increases financial risk.


Question 11: Short-term debt is more cost-effective than long-term debt for the company.
Table 4.11
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	8
	20.0%

	Agree
	14
	35.0%

	Neutral
	10
	25.0%

	Disagree
	6
	15.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis: 8 respondents (20.0%) strongly agree, 14 (35.0%) agree, 10 (25.0%) are neutral, 6 (15.0%) disagree, and 2 (5.0%) strongly disagree that short-term debt is more cost-effective than long-term debt for the company.
Question 12: Long-term debt is a major source of funding for capital projects in Kamwire Nigeria Limited.
Table 4.12
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	12
	30.0%

	Agree
	15
	37.5%

	Neutral
	7
	17.5%

	Disagree
	4
	10.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
12 respondents (30.0%) strongly agree, 15 (37.5%) agree, 7 (17.5%) are neutral, 4 (10.0%) disagree, and 2 (5.0%) strongly disagree that long-term debt is a major source of funding for capital projects in Kamwire Nigeria Limited. The majority thus recognize the importance of long-term debt in capital project financing.
Question 13: The use of long-term debt has enhanced the profitability of the company.
Table 4.13
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	9
	22.5%

	Agree
	14
	35.0%

	Neutral
	10
	25.0%

	Disagree
	5
	12.5%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
9 respondents (22.5%) strongly agree, 14 (35.0%) agree, 10 (25.0%) are neutral, 5 (12.5%) disagree, and 2 (5.0%) strongly disagree that the use of long-term debt has enhanced profitability. Most respondents thus see a positive link between long-term debt and profitability.




Question 14: Long-term debt helps the company to undertake large-scale investments.
Table 4.14
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	13
	32.5%

	Agree
	15
	37.5%

	Neutral
	6
	15.0%

	Disagree
	4
	10.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
13 respondents (32.5%) strongly agree, 15 (37.5%) agree, 6 (15.0%) are neutral, 4 (10.0%) disagree, and 2 (5.0%) strongly disagree that long-term debt enables large-scale investments. The majority affirm the role of long-term debt in supporting major investments.
Question 15: High levels of long-term debt increase the risk of financial distress.
Table 4.15
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	11
	27.5%

	Agree
	13
	32.5%

	Neutral
	8
	20.0%

	Disagree
	6
	15.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
11 respondents (27.5%) strongly agree, 13 (32.5%) agree, 8 (20.0%) are neutral, 6 (15.0%) disagree, and 2 (5.0%) strongly disagree that high levels of long-term debt increase the risk of financial distress. The majority thus perceive high long-term debt as risky.
Question 16: The company’s profitability is sensitive to changes in long-term debt levels.
Table 4.16
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	10
	25.0%

	Agree
	13
	32.5%

	Neutral
	9
	22.5%

	Disagree
	6
	15.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
10 respondents (25.0%) strongly agree, 13 (32.5%) agree, 9 (22.5%) are neutral, 6 (15.0%) disagree, and 2 (5.0%) strongly disagree that profitability is sensitive to changes in long-term debt. This highlights the influence of debt structure on profitability.




Question 17: Equity financing is an important source of capital for Kamwire Nigeria Limited.
Table 4.17
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	12
	30.0%

	Agree
	14
	35.0%

	Neutral
	8
	20.0%

	Disagree
	4
	10.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis: 12 respondents (30.0%) strongly agree, 14 (35.0%) agree, 8 (20.0%) are neutral, 4 (10.0%) disagree, and 2 (5.0%) strongly disagree that equity financing is important for Kamwire Nigeria Limited. Most respondents recognize the role of equity financing.
Question 18: The use of equity financing has positively influenced the company’s financial stability.
Table 4.18
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	9
	22.5%

	Agree
	15
	37.5%

	Neutral
	10
	25.0%

	Disagree
	4
	10.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
9 respondents (22.5%) strongly agree, 15 (37.5%) agree, 10 (25.0%) are neutral, 4 (10.0%) disagree, and 2 (5.0%) strongly disagree that equity financing has positively influenced financial stability. The majority thus view equity as stabilizing.
Question 19: Equity financing reduces the company’s financial risk compared to debt financing.
Table 4.19
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	10
	25.0%

	Agree
	13
	32.5%

	Neutral
	9
	22.5%

	Disagree
	6
	15.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis: 
10 respondents (25.0%) strongly agree, 13 (32.5%) agree, 9 (22.5%) are neutral, 6 (15.0%) disagree, and 2 (5.0%) strongly disagree that equity financing reduces financial risk compared to debt. This suggests a perceived risk-mitigation benefit of equity.





Question 20: Issuing new shares is preferable to taking on additional debt.
Table 4.20
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	8
	20.0%

	Agree
	12
	30.0%

	Neutral
	10
	25.0%

	Disagree
	7
	17.5%

	Strongly Disagree
	3
	7.5%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
8 respondents (20.0%) strongly agree, 12 (30.0%) agree, 10 (25.0%) are neutral, 7 (17.5%) disagree, and 3 (7.5%) strongly disagree that issuing new shares is preferable to additional debt. Opinions are more divided here, but more respondents favor equity.
Question 21: Equity financing supports long-term growth and expansion of the company.
Table 4.21
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	11
	27.5%

	Agree
	15
	37.5%

	Neutral
	8
	20.0%

	Disagree
	4
	10.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
11 respondents (27.5%) strongly agree, 15 (37.5%) agree, 8 (20.0%) are neutral, 4 (10.0%) disagree, and 2 (5.0%) strongly disagree that equity financing supports long-term growth and expansion.
Question 22: Kamwire Nigeria Limited has a well-balanced mix of debt and equity in its capital structure.
Table 4.22
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	9
	22.5%

	Agree
	14
	35.0%

	Neutral
	10
	25.0%

	Disagree
	5
	12.5%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
9 respondents (22.5%) strongly agree, 14 (35.0%) agree, 10 (25.0%) are neutral, 5 (12.5%) disagree, and 2 (5.0%) strongly disagree that Kamwire Nigeria Limited has a well-balanced capital structure.




Question 23: The current capital structure minimizes the company’s overall cost of capital.
Table 4.23
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	8
	20.0%

	Agree
	13
	32.5%

	Neutral
	11
	27.5%

	Disagree
	6
	15.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis: 8 respondents (20.0%) strongly agree, 13 (32.5%) agree, 11 (27.5%) are neutral, 6 (15.0%) disagree, and 2 (5.0%) strongly disagree that the current capital structure minimizes overall cost of capital.
Question 24: The company regularly reviews its capital structure to maximize financial performance.
Table 4.24
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	10
	25.0%

	Agree
	13
	32.5%

	Neutral
	9
	22.5%

	Disagree
	6
	15.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
10 respondents (25.0%) strongly agree, 13 (32.5%) agree, 9 (22.5%) are neutral, 6 (15.0%) disagree, and 2 (5.0%) strongly disagree that the company regularly reviews its capital structure.
Question 25: A balanced capital structure has contributed to the company’s competitive advantage.
Table 4.25
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	11
	27.5%

	Agree
	13
	32.5%

	Neutral
	8
	20.0%

	Disagree
	6
	15.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
11 respondents (27.5%) strongly agree, 13 (32.5%) agree, 8 (20.0%) are neutral, 6 (15.0%) disagree, and 2 (5.0%) strongly disagree that a balanced capital structure has contributed to competitive advantage.





Question 26: Optimizing capital structure is essential for sustaining profitability in Kamwire Nigeria Limited.
Table 4.26
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	12
	30.0%

	Agree
	14
	35.0%

	Neutral
	8
	20.0%

	Disagree
	4
	10.0%

	Strongly Disagree
	2
	5.0%

	Total
	40
	100.0%


Source: Field work, 2025
Analysis:
12 respondents (30.0%) strongly agree, 14 (35.0%) agree, 8 (20.0%) are neutral, 4 (10.0%) disagree, and 2 (5.0%) strongly disagree that optimizing capital structure is essential for sustaining profitability in Kamwire Nigeria Limited. 
4.3 ANALYSIS OF RESEARCH QUESTIONS
Research Question 1: How does long-term debt influence the profitability of Kamwire Nigeria Limited, Ilorin?
Tables 4.12 to 4.16 show that the majority of respondents strongly agree (12, 30.0%) or agree (15, 37.5%) that long-term debt is a major source of funding for capital projects. Many also strongly agree (9, 22.5%) or agree (14, 35.0%) that long-term debt has enhanced profitability, and that it helps the company undertake large-scale investments (13, 32.5% and 15, 37.5%). However, 11 (27.5%) strongly agree and 13 (32.5%) agree that high levels of long-term debt increase the risk of financial distress, and 10 (25.0%) strongly agree and 13 (32.5%) agree that profitability is sensitive to changes in long-term debt. This suggests that long-term debt is beneficial for growth but can pose risks if not properly managed.
Research Question 2: What influence does equity financing have on the financial outcomes of Kamwire Nigeria Limited, Ilorin?
From Tables 4.17 to 4.21, most respondents strongly agree (12, 30.0%) or agree (14, 35.0%) that equity financing is an important source of capital and has positively influenced the company’s financial stability (9, 22.5% and 15, 37.5%). Equity financing is also seen as reducing financial risk compared to debt (10, 25.0% and 13, 32.5%), and supporting long-term growth (11, 27.5% and 15, 37.5%). However, opinions are more divided on whether issuing new shares is preferable to taking on additional debt. Overall, equity financing is regarded as an important stabilizing factor.
Research Question 3: What is the optimal capital structure for maximizing financial performance in the manufacturing sector of Kamwire Nigeria Limited, Ilorin?
Tables 4.22 to 4.26 indicate that most respondents strongly agree (9–12, 22.5–30.0%) or agree (13–14, 32.5–35.0%) that Kamwire Nigeria Limited has a well-balanced mix of debt and equity, which minimizes cost of capital, is regularly reviewed, and contributes to competitive advantage. The majority also believe that optimizing capital structure is essential for sustaining profitability. This suggests that a balanced and regularly reviewed capital structure is optimal for maximizing financial performance.






4.4	DISCUSSION OF THE FINDINGS
The findings of this study reveal important trends regarding the capital structure and financial performance of Kamwire Nigeria Limited, Ilorin. The responses indicate that short-term debt is widely used to finance operations, with the majority of respondents either strongly agreeing or agreeing that its use has improved the company’s liquidity and positively affected profitability. However, a significant portion also cautions that excessive reliance on short-term debt increases financial risk, underscoring the need for prudent management of this financing source. While many respondents consider short-term debt more cost-effective than long-term debt, a notable number remain neutral or disagree, suggesting that perceptions of cost-effectiveness may vary depending on specific circumstances or recent experiences within the company.
With respect to long-term debt, most respondents agree that it is a major source of funding for capital projects and has contributed to enhanced profitability and the ability to undertake large-scale investments. Nevertheless, there is a strong awareness of the risks associated with high levels of long-term debt, as many respondents agree that such levels can increase the risk of financial distress and that the company’s profitability is sensitive to changes in long-term debt. This highlights the importance of maintaining an optimal balance in the use of long-term financing to support growth without exposing the company to undue risk.
The analysis also shows that equity financing is regarded as an important and stabilizing source of capital for Kamwire Nigeria Limited. Most respondents agree that equity financing has positively influenced the company’s financial stability, reduced financial risk compared to debt, and supported long-term growth and expansion. Opinions are more divided on whether issuing new shares is preferable to taking on additional debt, reflecting a nuanced understanding of the trade-offs involved in equity issuance, including potential dilution of ownership and the cost of capital.
Regarding the company’s overall capital structure, the majority of respondents believe that Kamwire Nigeria Limited maintains a well-balanced mix of debt and equity, which helps minimize the overall cost of capital and is regularly reviewed to maximize financial performance. Many respondents also agree that a balanced capital structure has contributed to the company’s competitive advantage and that optimizing capital structure is essential for sustaining profitability. These findings suggest that the company’s financial managers recognize the strategic importance of capital structure decisions and are committed to continuous evaluation and optimization to maintain competitiveness and long-term financial health.
In summary, the results of this study indicate that Kamwire Nigeria Limited, Ilorin, employs a thoughtful and balanced approach to capital structure management, leveraging both debt and equity to support operational efficiency, profitability, and sustainable growth. The findings also highlight the need for ongoing risk assessment and strategic planning to ensure that the mix of financing sources continues to align with the company’s objectives and the dynamic economic environment in which it operates.













CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	SUMMARY
Chapter One provided the foundation for this study by introducing the research topic, which focuses on the impact of capital structure on the financial performance of Kamwire Nigeria Limited, Ilorin. It outlined the background, problem statement, research objectives, questions, hypotheses, significance of the study, scope, and limitations. This chapter set the stage by identifying the importance of understanding how different financing components—short-term debt, long-term debt, and equity financing—influence firm profitability and sustainability within the manufacturing sector.
Chapter Two reviewed the relevant literature, exploring key theories such as the Trade-Off Theory and Pecking Order Theory that explain firms’ financing behavior and capital structure decisions. It also examined empirical studies on the relationship between capital structure and financial performance, highlighting findings from similar contexts and industries. The literature review provided a theoretical and empirical framework that guided the formulation of hypotheses and research design.
Chapter Three detailed the research methodology employed in the study. It described the research design as ex-post facto, the population of listed manufacturing firms within Kamwire Nigeria Limited, and the purposive sampling technique used to select 40 respondents. The chapter also explained the data collection instrument—a structured questionnaire—and the validation process. The method of data analysis, including descriptive statistics and panel regression analysis, was outlined to ensure the robustness and reliability of the findings.
Chapter Four presented the data collected and analyzed from the respondents. It began with demographic information, showing the distribution of respondents by gender, age, education, department, experience, and manufacturing industry. The chapter then analyzed responses to research questions related to the effects of short-term debt, long-term debt, equity financing, and optimal capital structure on financial performance. The findings were discussed in detail, revealing that while both debt components and equity play significant roles in financing operations and growth, careful management and balance are essential to maximize profitability and minimize risk.
5.2	CONCLUSION
This study has comprehensively examined the relationship between capital structure and financial performance within the Kamwire Nigeria Limited, Ilorin. The evidence gathered indicates that the company strategically employs a mix of short-term debt, long-term debt, and equity financing to fund its operations, investments, and growth initiatives. Short-term debt is widely used for operational liquidity and is generally perceived as cost-effective; however, excessive reliance on it poses financial risks that require careful monitoring. Long-term debt supports capital projects and large-scale investments, contributing positively to profitability, but also introduces risks of financial distress if not optimally managed. Equity financing emerges as a stabilizing force that enhances financial stability, reduces risk, and supports sustainable growth, although the decision to issue new shares must be balanced against potential dilution and cost considerations.
The findings underscore the critical importance of maintaining an optimal capital structure—a balanced mix of debt and equity—that minimizes the overall cost of capital while maximizing financial performance. Regular review and adjustment of the capital structure are essential to respond to changing market conditions, economic cycles, and firm-specific factors. The company’s ability to sustain competitiveness and profitability is closely linked to its financial management practices, particularly its approach to capital structure decisions. This study contributes to the understanding that effective capital structure management is not merely about access to funds but involves strategic decision-making that aligns financing choices with the firm’s long-term objectives and risk tolerance.
5.3	RECOMMENDATIONS
Based on the findings and conclusions of this study, several practical recommendations are proposed to enhance the capital structure management and financial performance of Kamwire Nigeria Limited and similar manufacturing firms:
· First, it is crucial for the company to maintain a balanced capital structure by carefully managing the proportions of short-term and long-term debt alongside equity financing. This balance will help optimize the cost of capital and reduce financial risk.
· Second, financial managers should implement rigorous risk assessment and monitoring systems to prevent excessive reliance on short-term debt, which can expose the company to liquidity crises and refinancing challenges.
· Third, the company should continue to leverage long-term debt for capital-intensive projects but ensure that debt levels remain within sustainable limits to avoid financial distress.
· Fourth, equity financing should be actively considered as a strategic tool to strengthen financial stability and support long-term growth, while also managing the potential dilution of ownership carefully.
· Fifth, regular reviews and adjustments of the capital structure should be institutionalized to respond effectively to economic changes, market dynamics, and firm-specific needs, ensuring that financing decisions remain aligned with corporate objectives.
· Finally, the company should invest in continuous financial education and capacity-building for its management team to enhance decision-making related to capital structure and financial performance.
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APPENDIX
QUESTIONNAIRE
Kwara State Polytechnic, Ilorin, 
Institute of Finance and Management Studies,
Department of Accountancy.
Dear Respondent,
We are ND II Students of the above-named institution an department carrying out a research on the “An Assessment of Capital Structure on the Financial Performance of the Listed Manufacturing Company (A Case Study of Kamwire Nigeria Limited, Ilorin)”.
We shall be happy if you fill the questionnaire as sincerely and possible, and the data gathered therein will be used strictly for academic purpose.
INSTRUCTION: Please (✓) the answer you consider appropriate the questionnaire will be in three parts; Section A and B
SECTION A: DEMOGRAPHIC INFORMATION
1. Gender: Male ( ) Female ( )
2. Age: 26–35 years ( ) 36–45 years ( ) 46 years and above ( )
3. Educational Qualification: SSCE/OND ( ) HND/Bachelor’s Degree ( ) Master’s Degree ( ) PhD ( )
4. Department/Unit: Finance ( ) Operations ( ) Administration ( ) Other ( )
5. Years of Experience in Kamwire Nigeria Limited: Less than 2 years ( ) 2–5 years ( ) 6–10 years ( ) Above 10 years ( )
6. Which manufacturing industry within Kamwire Nigeria Limited do you work in?  
Kamwire Salt ( ) Kamwire Sugar ( ) Kamwire Cement ( ) Kamwire Pasta ( ) Kamwire Rice ( )
SECTION B: RESEARCH QUESTIONS
Key: Strongly Agree (SA) ( ) Agree (A) ( ) Neutral (N) ( ) Disagree (D) ( ) Strongly Disagree (SD) ( )
Instruction: Please tick (✓) the option that best represents your opinion.
	S/N
	Questionnaire Item
	SA ( )
	A ( )
	N ( )
	D ( )
	SD ( )

	7
	Short-term debt is frequently used to finance operations in Kamwire Nigeria Limited.
	
	
	
	
	

	8
	The use of short-term debt has improved the company’s liquidity position.
	
	
	
	
	

	9
	Short-term debt has a positive effect on the profitability of Kamwire Nigeria Limited.
	
	
	
	
	

	10
	Excessive reliance on short-term debt increases the financial risk of the company.
	
	
	
	
	

	11
	Short-term debt is more cost-effective than long-term debt for the company.
	
	
	
	
	

	12
	Long-term debt is a major source of funding for capital projects in Kamwire Nigeria Limited.
	
	
	
	
	

	13
	The use of long-term debt has enhanced the profitability of the company.
	
	
	
	
	

	14
	Long-term debt helps the company to undertake large-scale investments.
	
	
	
	
	

	15
	High levels of long-term debt increase the risk of financial distress.
	
	
	
	
	

	16
	The company’s profitability is sensitive to changes in long-term debt levels.
	
	
	
	
	

	17
	Equity financing is an important source of capital for Kamwire Nigeria Limited.
	
	
	
	
	

	18
	The use of equity financing has positively influenced the company’s financial stability.
	
	
	
	
	

	19
	Equity financing reduces the company’s financial risk compared to debt financing.
	
	
	
	
	

	20
	Issuing new shares is preferable to taking on additional debt.
	
	
	
	
	

	21
	Equity financing supports long-term growth and expansion of the company.
	
	
	
	
	

	22
	Kamwire Nigeria Limited has a well-balanced mix of debt and equity in its capital structure.
	
	
	
	
	

	23
	The current capital structure minimizes the company’s overall cost of capital.
	
	
	
	
	

	24
	The company regularly reviews its capital structure to maximize financial performance.
	
	
	
	
	

	25
	A balanced capital structure has contributed to the company’s competitive advantage.
	
	
	
	
	

	26
	Optimizing capital structure is essential for sustaining profitability in Kamwire Nigeria Limited.
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