FINANCIAL LEVERAGE AND ORGANIZATION PERFORMANCE OF LISTED MANUFACTURING FIRMS IN NIGERIA 
(CASE STUDY OF NIGERIA FLOUR MILLS PLC)
BY
MAROOF BABATUNDE ADEMOLA
ND/23/ACC/PT/0006

BEING A RESEARCH PROJECT SUBMITTED TO THE DEPARTMENT OF ACCOUNTANCY, INSTITUTE OF FINANCE AND MANAGEMENT STUDIES (IFMS), KWARA STATE POLYTECHNIC, ILORIN.
IN PARTIAL FULFILLMENT OF THE REQUIREMENT FOR
THE AWARD OF NATIONAL DIPLOMA (ND) IN ACCOUNTANCY.

JUNE, 2025.

CERTIFICATION

This is to certify that this project has been written by SIMON TIMOTHY RICHARD with ND/23/ACC/PT/0002 and has been read and approved as meeting part of the requirement part for the National Diploma (ND) in the Department of Accountancy, Institute of Finance and Management Studies, Kwara State Polytechnic, Ilorin, Kwara State.

_______________________				_____________
MR. ELELU M.O.							Date
(Project Supervisor)						 


____________________					_____________
MR. HASSAN O.A.						Date
(Project Co-ordinator)						 

________________________				_____________
MR. ELELU M.O.							Date
(Head of Department)						 




__________________________				_____________
ABDULRAHMAN ABDULLATEEF (FCA)			Date
(External Examiner)

DEDICATION
I dedicate this project to ALMIGHTY GOD, for given me the grace and privilege to carry out this research project. Also to my parent.


ACKNOWLEDGEMENT
I would like to acknowledge ALMIGHTY ALLAH the Giver of life and Providence. I give him all the glory, honour and praise.
My deepest gratitude also goes to my supervisor, MR. HASSAN O.A. for his daunting effort, advice and patience, may God increase you more with all wisdom. To all my lecturers, your labour can never be forgotten. I also acknowledge my head of department MR. ELELU. and all my lectures for their advice and encouragement. 
With a deep sense of gratitude, I sincere thanks to my parents Mrs.Maroof who painstakingly laid the foundation for education giving it all it takes. 
Finally, to all my friends in the Department of Accountancy and staffs and members of Chicken Republic and others, for their constant prayer and support during the course of my studies.
Thank you and God bless you.
















TABLE OF CONTENTS
Title Page									i 
Certification									ii
Dedication 									iii
Acknowledgement								iv
Table of Content								v     
CHAPTER ONE
1.0	Introduction 								1
1.1	Background of the study						1
1.2	Statement of the study						7
1.3	Research Questions							8
1.4	Objective of the Study						9
1.5	Research Hypothesis						10
1.6	Significance of the Study						11
1.7 	Scope of the Study							12
1.8      Plan of the study							12
19	Limitations of the Study						13
 1.10   Definition of the Terms						13


CHAPTER TWO	
 2.0	LITERATURE REVIEW						15     
2.1.1   Introduction								15
2.1.2	Concept of Financial Leverage 					 15
2.1.3   The Composition of the Financial Leverage of a Company	17
2.1.4    Determinants of Financial Leverage				31
2.1.5   Concept of Corporate Performance                               		35                                           
2.2      Theoretical Frame Work						43
2.2.1	Madigliani and Miller Proposition I and II			43
2.2.2    Agency Theory							44
2.2.3    Static Trade-off the Theory					45
2.2.4    Pecking Order							46
2.2.5    Signaling Theory							47
2.3       Review of Empirical Studies					48
 2.3.1   Gap in Literature 			   				48   
CHAPTER THREE 	
3.0	RESEARCH METHODOLOGY					23
3.1	Introduction							          23
3.2	Research Design							23     
3.3	Population of the study						23    
3.4	Sampling Size and Techniques			       		24
3.5	Source and Method of Data Collection 				24
3.6	Method of Data Analysis						24
CHAPTER FOUR 
4.0	DATA PRESENTATION AND DATA ANALYSIS		25
4.1	Introduction 								25
4.2	Data Presentation							25
4.3	Data Analysis 							30
4.4      Test of Hypotheses							36
4.5      Discussion of Findings    						37
CHAPTER FIVE 
5.0 	SUMMARY, CONCLUSION AND RECOMMENDATION	76
5.1 	Summary								39
5.2 	Conclusion								39
5.3	Recommendations							40
	References								







	


CHAPTER ONE
INTRODUCTION
1.1 BACKGROUND TO THE STUDY
Financing and investment are two major decision areas in a firm. In the financing decision, the manager is concerned with determining the best financing mix or capital structure for his firm.  A company is described as leveraged if it is financed partly by debt and partly by equity. A firm cannot survive without significant cash position which is feasible with the use of debt. Debt is used by many companies to leverage their capital and profit (Raza, & Mohsin, 2011).However, to increase the assets to generate more profits, companies might use mix of debt and equity. By relaxing the assumptions and analyzing their effects, theories seek to determine whether an optimal capital structure exists or not, and if so what could possibly be its determinants. The relationship between capital structure decisions and firm value has been extensively investigated in the past few decades.  Leverage is basically explained as the use of borrowed fund to make an investment and return on that investment. (Gatsi, Gadzo&Akoto, 2013). The ability of the company’s management to increase their profit by using debt indicates the quality of the management’s corporate governance. Sound corporate governance shows the companies’ performance on their use of debt to increase their profits (Singapurwoko& El-Wahid, 2011). In addition, there is a degree of flexibility associated with debt-financing and this may bring about an improvement in the overall rate of return of the firm. The use of debt capital increases the earnings on equity capital as long as the rate of return on the firm’s investment exceeds the explicit cost of financing the investment (Qureshi, 2009).
Ross (2007), Heinkel (2002) and Noe (2008) suggest that increasing leverage, by acquiring debt should have positive implications for firm value and performance. Furthermore, this result is also supported by Had lock and James (2002) where they concluded that companies prefer debt (loan) financing because they anticipate a higher return. According to Champion (1999), the use of leverage is one way to improve the performance and liquidity of the firm.
 In other words, it results when a fluctuation in earnings before interest and tax is accompanied by a disproportionate fluctuation in the firm’s earnings per share. If a firm does not use fixed cost bearing securities, a change in earnings before interest and tax will be accompanied by a similar change in earnings per share (Ozkan, 2001).  So, if there are no fixed financial charges (interest and preference dividend) then, there is financial leverage (Pandey, 2010). However, it attempts to find the particular combination that maximizes its overall market value. There is a controversy that has surrounded the question of whether using debt to create financial leverage can affect the average cost of capital and the total value of the firm. However, empirical evidence remains inconclusive and puzzled various researchers by how firms choose the debt, equity or hybrid securities they issue. leverage affects profit after tax (Pandey, 2010). Profitability is an essential indicator to measure the performance of a firm. The ability to make profits depends on the capacity and activity of the business. Capacity refers to the competence of the management to procure funds from right source at right time to finance the assets whereas activity measures the efficiency of the company in the utilization of the assets in enhancing its earning  capacity (Vijayalakshmi&Manoharan, 2014).). In other cases, profitable firms can issue debt at low rates of interest since they are seen as less risky by the lenders. Furthermore, profitable firms are able to generate large earnings with the use of a lesser amount of debt capital than firms that make little profit (Alkhatib, 2012). 
	STATEMENT OF THE PROBLEM
Many studies have been carried out on financial leverage and firms’ performance; however, these studies have failed to reach an agreement that is applicable to firms in all circumstance (Al-Tally, 2013). Myers (2001) argued that that there is no complete theory of the debt-equity choice and no reason to expect one. Additionally, Brealey and Myers (1991) identified financial leverage as one of the ten unresolved problems in corporate finance. Surveys of empirical studies revealed that consensus have not been reached on the relationship between financial leverage and financial performance. Many researchers found asignificant negative relationship between leverage and firms’ performance (see Al-Taani, 2013;Al-tally, 2014; Arowoshegbe&Emeni, 2014; Chinaemerem& Anthony, 2012; Majumdar&Chhibber, 1999; Ogebe, Ogebe&Alewi,2013).; Onaolapo&Kajola, 2010).
Despite the negative relationship revealed by the above empirical studies, many
researchers also found a significant positive relationship between financial leverage andfinancial performance (for example, Akhtar, Maryam & Sadia, 2012; Berger &Bonaccorsi diPatti, 2006; Fosu, 2013; Gweji&Karanja, 2014; Ojo, 2012; Rehman, 2013). It can be seen from the above reviews of empirical literature that results from investigations into the relationship between financial leverage and financial performance are  inconclusive and requires more empirical studies. An important financing decision that firms must take is to decide the proportion of debt and equity that will constitute their capital structure. This study is an attempt to fill this gap in knowledge; hence, the main problem of this research will be to investigate the relationship between financial leverage and financial performance of selected manufacturing firms in Nigeria.
1.2 RESEARCH QUESTIONS	
For the purpose of this study the following questions were raised:
i.	What is the impact of long-term debt ratio on the financial performance of manufacturing firms in Nigeria?
ii.	What is the effect of long term debt to equity on the financial performance of manufacturing firms in Nigeria?
iii.	To what extent does total debt ratio effect the financial performance of manufacturing firms in Nigeria?
1.4		OBJECTIVES OF THE STUDY	
The general objective of this study is to investigate the impact of financial leverage on the performance of manufacturing firms in Nigeria. The specific objectives are:
i.	To investigate the impact of long-term debt ratio on the financial performance of manufacturing firms in Nigeria.
ii. 	To examine the effect of long term debt to equity on the financial performance of manufacturing firms in Nigeria
iii.  	To determine the effect of total debt ratio on the financial performance of manufacturing firms in Nigeria.

1.5 RESEARCH HYPOTHESES
For the purpose of this study the following null hypotheses were formulated:
HO1: Long-term debt ratio has no impact on the financial performance of manufacturing firms in Nigeria.
HO2:Long term debt to equity ratio has no effect on the financial performance of manufacturing firms in Nigeria
Ho3:Total debt ratio has no impact on the financial performance of manufacturing firms in Nigeria.
Ho4:There is no relationship between times interest earned and financial performance of manufacturing firms in Nigeria.
1.6	SIGNIFICANCE OF THE STUDY	
The findings of this study will contribute information about the financial leverage of firms in Nigeria, and the behaviour of these structures in relation to shareholders’ objective of maximizing their wealth. This information will provide financial institutions, consultants and entrepreneurs with the necessary tools to plan the financing of their businesses.
The findings will also provide information for the regulatory organizations involved in promoting investment, such as the Capital Markets Authorities which includes CBN, SEC, and NDIC. etc and the Investment Authorities in Nigeria, to assist them analyse and harness the financial resources relevant to businesses. It will also provide a basis for further research in financial leverage theories.
1.7	SCOPE OF THE STUDY	
The study is focus on the impact of financial leverage on the financial performance of manufacturing firms in Nigeria and is limited to all manufacturing firms quoted under the Nigeria stock exchange.  The study covers important areas of financial leverage of an organization and the period of coverage is for ten (10) year from 2009-2018. 
1.8		LIMITATIONS OF THE STUDY
The major problems encountered in carrying out this research work are:  
The result of this study is limited by the quality of the data. This limitation may arise from the problem of inconsistency of data as reported by different institutions   as well as poor record keeping, especially in Nigeria.
This study includes only listed manufacturing firms in Nigeria. Hence, its findings may not significantly apply to other firms not listed or in the industry.
Regardless of the above, the researcher ensured that this seeing limitation do not affect the results outcome of this study.
1.9	DEFINITION OF TERMS
Equity: Ownership interest in a corporation in the form of common stocks or preferred stocks. It can also be referred to as shares.
Leverage: This refers to the use of fixed charges source of funds such as debt, bond, and debenture capital along with the owners‟ equity in the capital structure. 
Long Term Debts: These are liabilities of a firm whose repayment exceeds one year.
Optimal Capital Structure: This is the appropriate mix of equity and debt at which the value of a firm is maximized
Profitability is the ability of a business to earn a profit. A profit is what is left of the revenue a business generates after it pays all expenses directly related to the generation of the revenue,
Short Term Debts: These are liabilities of a firm whose repayment is within a year.

CHAPTER TWO
LITERATURE REVIEW
2.1	INTRODUCTION 
	This chapter is concerned with the presentation of documented views, ideas and literatures review of the previous authors on the areas relating to the subject of this research.  The purpose is to review and evaluate these documents with a view to providing orientation, focused ideas and current account of literature relevant to this research and the following were discussed conceptual framework, empirical review and theoretical framework.  
2.1.2	Concept of Financial Leverage 
	Financial leverage is a measure of how much firm uses equity and debt to finance its assets .As debt increases, financial leverage increases. Management tends to prefer equity financing over debt since it carries less risk (Matt, 2000). Financial leverage takes the form of a loan  another borrowing (debt), the proceeds of which are re-invested with the intent to earn a great rate of return than cost of interest. An unlevered firm is an all-equity firm, whereas a levered firm is made up of ownership equity and debt (Andy, Chuck & Alison, 2002). 
Leverage allows a greater potential returns to the investor than otherwise would have been available, but the potential loss is also greater if the investment becomes worthless, the loan principal and all accrued interest on the loan still need to be repaid (Andy et. al., 2002). Similarly, Pandey (2010) assert that the financial leverage employed by a company is intended to earn more return on the fixed-charge funds than their costs. The surplus (or deficit) will increase (or decrease) the return on the owners’ equity. The rate of return on the owners’ equity is levered above or below the rate of return on total assets. Thus, financial leverage   as a double-edged sword because it provides the potentials of increasing theshareholders’ earnings as well as creating the risks of loss to them.


2.1.3	The Composition of the financial leverage of a Company
The financial leverage of a firm comprises of both the long-term sources of finance which include debt and equity financing, and the short-term sources of finance, for example, cash, reserves (retained earnings) etc. Jansen (2004), in line with Myers (1984)’s model argues that the financial leverage of a company ranges from share capital, retained earnings and debt financing. In similar vein, 
Hovakimian and Tehranian (2002). And Frank and Goyal (2003) concluded that the financial leverage of a firm ranges from internal finance, which includes retained earnings to external finances, that is, debt and equity capital. Zoppa and McMahon (2002) identify a more comprehensive financial leverage composition, based on their study of Australian small and medium scale businesses financial leverage behaviour. Consequently, they identified that a company’s financial leverage should include the following;
Reinvested profits (R.Es);Short-term debt financing like trade credit;	Long-term debt financing like debentures and long-term debts; New equity capital injections from existing owners and owner managers; New equity capital from uninvolved parties like outside investors, venture capitalists etc.
How do Firms choose their Financial Leverage? 
Financial leverage decisions are so important and sensitive that it is of necessity that firms should know this before deciding its mix. Benito (2003) posits that the financial leverage decisions of firms have serious implications on both the macro and micro-levels of the economy. On the micro level, the financial leverage decisions of companies cost them a lot of time and money in searching out and ascertaining the best financial leverage policy to adopt and this has been evidenced amongst firms Harris and Raviv, (1991). Similarly, at the macroeconomic level, the financial leverage decisions have great implications. Jarsulie (2009) also opines that debt has a great consequence on the macro economy of a society. He argues that when the debt burden in an economy is large enough, it will make the economy become vulnerable to downward revisions to expectations and such revisions will reduce effective demand in the domestic economy, hence could stimulate financial crisis In deciding the financial leverage of firms, Benito (2003) argues that firms should determine their financial leverage based on applying the trade-off theory or the pecking order theory. 
They argued that as a result of managerial entrenchment and rent expropriation phenomena; self-interested agents in terms of entrenched management or controlling owners would choose their financial leverage according to the debt ratios that would protect their self-interest. When the owners who have a high stake in organization is in control of financial leverage policy, they would prefer debt financing to equity capital because debt capital would act as a good check on the managers appointed to run the organization. This is so because the managers would want to do all their best to ensure they perform and pay off the debt. 
Long-term debt ratio 
The long-term debt to capitalization ratio is a ratio showing the financial leverage of a firm, calculated by dividing long-term debt by the amount of capital available:
Long Term Debt
                  Long Term Debt + Preferred Stock + Common Stock 
A variation of the traditional debt-to-equity ratio, this value computes the proportion of a company's long-term debt compared to its available capital. By using this ratio, investors can identify the amount of leverage utilized by a specific company and compare it to others to help analyze the company's risk exposure as generally, companies that finance a greater portion of their capital via debt are considered riskier than those with lower leverage ratios. (Investopedia, 2012).
The choice between using long-term debt and other forms of capital, namely preferred and common stock or categorically called equity, is a balancing act to build a financing capital structure with lower cost and less risk. Long-term debt can be advantageous if a company anticipates strong growth and ample profitability that can help ensure on-time debt repayments. Lenders collect only their due interest and do not participate in profit sharing among equity holders, making debt financing sometimes a preferred funding source. On the other hand, long-term debt may be risky when a company already struggles with its business, and the financial strain imposed by the debt burden may well lead to insolvency.
Cost of Capital
Contrary to intuitive understanding, using long-term debt can actually help lower a company's total cost of capital. Borrowing terms are stipulated independent of a company's future business and financial performance. In other words, if a company turns out to be highly profitable, it does not need to pay the lender anything more than what the borrowing interest rate calls for and can keep the rest of the profits to itself. When a company's existing owners finance their capital with equity, they must share its available profits proportionately with all other equity holders. Although a company does not need to worry about returning capital to equity holders, the cost of using the safer equity capital is never cheap (Investopedia, 2012).
Financing Risk
When the amount of long-term debt relative to the sum of all capital has become a dominant funding source, it may increase financing risk. Long-term debt is often compared to something called debt service coverage to see by how many times total debt payments have exceeded a company's operating income or earnings before interest, tax, depreciation and amortization (EBITDA). The more that long-term debt has gone beyond EBITDA, the more uncertain if future debt payments may be fully covered. A balanced capital structure takes advantage of low-cost debt financing but also prevent the risk of a potential debt default (Investopedia, 2012).
Long term debt to equity ratio
Long term Debt/Equity Ratio is a debt ratio used to measure a company's financial leverage, calculated by dividing a company’s total liabilities by its stockholders' equity. The D/E ratio indicates how much debt a company is using to finance its assets relative to the amount of value represented in shareholders’ equity. (Wikipedia, 2014).
The formula for calculating D/E ratios can be represented in the following way:
Debt - Equity Ratio = Total Liabilities / Shareholders' Equity
The result may often be expressed as a number or as a percentage.
This form of D/E may often be referred to as risk or gearing.
This ratio can be applied to personal financial statements as well as corporate ones, in which case it is also known as the Personal Debt/Equity Ratio. Here, “equity” refers not to the value of stakeholders’ shares but rather to the difference between the total value of a corporation or individual’s assets and that corporation or individual’s liabilities. The formula for this form of the D/E ratio, then, can be represented as; D/E = Total Liabilities / (Total Assets - Total Liabilities)
Given that the debt/equity ratio measures a company’s debt relative to the total value of its stock, it is most often used to gauge the extent to which a company is taking on debts as a means of leveraging (attempting to increase its value by using borrowed money to fund various projects). A high debt/equity ratio generally means that a company has been aggressive in financing its growth with debt. Aggressive leveraging practices are often associated with high levels of risk. This may result in volatile earnings as a result of the additional interest expense (Wikipedia, 2014).
Total debt ratio 
A financial ratio that measures the extent of a company’s or consumer’s leverage. The debt ratio is defined as the ratio of total – long-term and short-term – debt to total assets, expressed as a decimal or percentage. It can be interpreted as the proportion of a company’s assets that are financed by debt (Investopedia, 2014).
Debt Ratio = Total Debt
                       Total Asset
The higher this ratio, the more leveraged the company is, implying greater financial risk. At the same time, leverage is an important tool that companies use to grow, and many businesses find sustainable uses for debt. 
Debt ratios vary widely across industries, with capital-intensive businesses such as utilities and pipelines having much higher debt ratios than other industries like technology.
For example, if a company has total assets of $100 million and total debt of $30 million, its debt ratio is 30% or 0.30. Is this company in a better financial situation than one with a debt ratio of 40%? The answer depends on the industry.
A debt ratio of 30% may be too high for an industry with volatile cash flows, in which most businesses take on little debt. A company with a high debt ratio relative to its peers would probably find it expensive to borrow and could find itself in a crunch if circumstances change. The franking industry, for example, experienced tough times beginning in the summer of 2014, brought on by high levels of debt and plummeting energy prices.
Conversely, a debt level of 40% may be easily manageable for a company in a sector such as utilities, where cash flows are stable and higher debt ratios are the norm.
Times Interest Earned 
The times interest earned ratio, sometimes called the interest coverage ratio, is a coverage ratio that measures the proportionate amount of income that can be used to cover interest expenses in the future.
In some respects, the times interest ratio is considered a solvency ratio because it measures a firm's ability to make interest and debt service payments. Since these interest payments are usually made on a long-term basis, they are often treated as an ongoing, fixed expense. As with most fixed expenses, if the company can't make the payments, it could go bankrupt and cease to exist. Thus, this ratio could be considered a solvency ratio.
Formula: Income Before Interest and Income Taxes
                              Interest Expense.
Both of these figures can be found on the income statement. Interest expense and income taxes are often reported separately from the normal operating expenses for solvency analysis purposes. This also makes it easier to find the earnings before interest and taxes or EBIT.
Cash Coverage Ratio
The cash coverage ratio is useful for determining the amount of cash available to pay for a borrower's interest expense, and is expressed as a ratio of the cash available to the amount of interest to be paid. To show a sufficient ability to pay, the ratio should be substantially greater than 1:1.
To calculate the cash coverage ratio, take the earnings before interest and taxes (EBIT) from the income statement, add back to it all non-cash expenses included in EBIT (such as depreciation and amortization), and divide by the interest expense. The formula is:
Earnings Before Interest and Taxes + Non-Cash Expenses 
                                       Interest Expense
The coverage ratio is a measure of a company's ability to meet its financial obligations. In broad terms, the higher the coverage ratio, the better the ability of the enterprise to fulfill its obligations to its lenders. The trend of coverage ratios over time is also studied by analysts and investors to ascertain the change in a company's financial position. Common coverage ratios include the interest coverage ratio, debt service coverage ratio and the asset coverage ratio.
While comparison of coverage ratios of companies in the same industry or sector will provide valuable insights into their relative financial positions, comparing ratios across companies in different sectors will not prove as useful, since it may be tantamount to comparing apples and oranges.
For example, the interest coverage ratio measures the ability of a company to pay the interest expense on its debt. An energy producer may have an interest coverage ratio of 5, while a utility may have a coverage ratio of 4. This does not automatically imply that the energy producer is more solvent than the utility, since the energy producer may have greater volatility in its earnings and cash flows than the utility, due to fluctuations in oil and gas prices. As well, if the energy company's peers have an average interest coverage ratio of 7, while the utility's peers have an average coverage ratio of 3, the utility may actually be in better shape than the energy producer, especially in relation to their respective peers.(Li& Tang, 2011).
Firms Size
	Size is measured by the natural logarithm of total assets. As stated in the trade-off theory; firms decide how much debt/equity financing it requires by weighing the costs and benefits of such decision. Large sized firms normally have more business diversification than small firms in terms of credit ratings, constant cash flow, and lower risk of bankruptcy. Furthermore, large firms are capable of decreasing transaction costs of issuing long-term debt at a favorable low rate of interest. Consequently, since it is easier for large sized firms to raise funds from creditors,  a positive sign is expected between firm size and leverage (Titman &Wessels, 1988; Agrawal & Nagarajan,1990; Rajan & Zingales, 1995; Wald 1999; Buferna et al., 2005; Supanvanij, 2006; and Akhtar & Oliver, 2009,Liaqat, 2011; Qureshi et al., 2012; Bhaduri, 2002).
2.1.4 Determinants of Financial Leverage
	Leverage refers to the extent to which firms make use of their money borrowings (debts financing) to increase profitability and is measured by total liabilities to equity. Firms that borrow large sums of money during a business recession are more likely to default to pay off their debts as they mature; they will end up with high leverage and are more likely end up with a potential risk of bankruptcy. On the contrary, the lower the firm's borrowings, the lower the leverage, and the risk of bankruptcy will eventually be lower which signifies that business will continue operating.
This study examines the influence of the following five variables that were selected from previous literature on leverage; namely firm size, growth, profitability, liquidity, and tangibility.
Growth 
	Growth is defined as the annual percentage growth in the firms' total assets between two successive years divided by the preceding year. A rise in growth rate is regarded as an indication of a firm's financial strength and may cause higher demands for raising equity funds from external sources. Firms with large volume of growth rate need to raise additional financial support to back up their capital expenditure strategies. Growth is also described as intangible assets that is rather difficult collateralize, consequently monitoring granted debts will also be difficult for creditors (Titman &Wessels, 1988; Rajan & Zingales, 1995; Gaud et al., 2005; and Akhtar & Oliver, 2009; Qureshi et al., 2012).
 Profitability 
	Profitability is computed as the return on company's total assets. As it is suggested by the pecking-order theory, that highly profitable companies tend to reduce their external funding; which at the end signals to creditors that they have low bankruptcy risk (Titman &Wessels, 1988; Rajan&Zingales, 1995; Wald, 1999; Chen, 2003; Supanvanij, 2006; Kim & Berger, 2008; Akhtar & Oliver, 2009; Liaqat., 2011; Sheikh & Wang, 2011). In other cases, profitable firms can issue debt at low rates of interest since they are seen as less risky by the creditors; furthermore, profitable firms are able to generate large earnings use a lesser amount of debt capital than firms that make little profit (Titman &Wessels, 1988; (Mazur, 2007; Rajan&Zingales, 1995; Abor, 2005). Additionally, profitable companies are inclined to decrease information asymmetry to creditor, investors and interested users through the use of profitability (Myers, 1984; Liaqat., 2011; Qureshi et al., 2012). Therefore, there is a relationship between leverage and profitability (John & Williams, 1985; Liaqat., 2011; (Tong and Green, 2005; Al-Najjar&Taylor, 2008; Mazur, 2007).
 Liquidity 
	Liquidity is computed by dividing current assets by current liability. Liquidity represents the capital amount that is available for use as an investment and or expenditure. It also shows the ability of a firm to meet their current liabilities as and when they mature (Ross, 1977). Excessive amounts of current assets owned by a firm would perhaps increase the chances of internal funding resulting in a relation between leverage and liquidity (Myers, 1977, 1984; Bhunia, 2012; Qureshi et al., 2012). Furthermore, sufficient liquidity has an impact on the financial strength of a firm (Bei &Wijewardana, 2012). Several studies found a statistical relationship between liquidity and leverage (Harris &Raviv; 1990; Al-Najjar; 2011; Al-Najjar& Taylor, 2008; Eriotis et al., 2007; Rajan&Zingales, 1995; Sheikh & Wang, 2011; Titman &Wessels, 1988; Qureshi et al., 2012).
Tangibility 
	Tangibility is computed by dividing fixed assets by total assets. It is a fundamental element of determining the firm's leverage. Firms with little tangible assets generally have low leverage ratio and therefore would be difficult to collateralize such assets to raise additional funds accompanied with the risk of bankruptcy. On the contrary, firms with large volume tangible assets are more likely to collateralize their assets to raise additional funds with little risk due to the investments diversifications which at the end reduces the risk of bankruptcy (Jensen, 1976; Qureshi et al., 2012; Rajan&Zingales1995). Therefore, a positive sign is expected between leverage and tangibility of assets (Titman &Wessels, 1988; Rajan&Zingales, 1995; Wald, 1999; Chen, 2003; Supanvanij; 2006; Akhtar & Oliver, 2009; Liaqat,  2011; Qureshi et al., 2012).
2.1.5	Concept of Corporate Performance 
Profitability is the ability to make profit from all the business activities of an organization, company, firm, or an enterprise. It measures management efficiency in the use of organizational resources in adding value to the business (Nugent, 2008). Profitability may be regarded as a relative term measurable in terms of profit and its relation with other elements that can directly influence the profit (Hancock, 1999). Profitability is the relationship of income to some balance sheet measure which indicates the relative ability to earn income on assets. Irrespective of the fact that profitability is an important aspect of business, it may be faced with some weakness such as window dressing of the financial transactions and the use of different accounting principles(Bannock,2004).
Return on Investment (ROI)
The term investment may refer to total assets or net assets. The funds employed in net assets in is known as capital employed. Net assets equal net fixed assets plus current assets minus current liabilities excluding bank loan. The conventional approach of calculating return on investment is to divide profit after tax (PAT) by investment. Investment refers to pool of funds supplied by shareholders and lenders, while PAT represent residue income of shareholders (Bannock,2004).
Return on Equity (ROE)
Common or ordinary shareholders are entitled to the residue profits. The rate of dividend is not fixed; the earnings may be distributed to shareholders or retained in the business. Nevertheless, the net profit after tax represents their return. A return on shareholder’s equity is calculated to see the profitability of owners’ investment. The shareholders’ equity or net worth will include paid up share capital, share premium and reserves and surplus less accumulated losses. Net worth can also be found by subtracting total liabilities from the total assets. The ROI is net profit after taxes divided by shareholders’ equity which is given by net worth (Bannock, 2004).
Return on Assets (ROA)
Return on Assets expresses the net income earned by a company as a percentage of the total assets available for use by that company. ROA suggests that companies with higher amounts of assets should be able to earn higher levels of income. ROA measures management’s ability to earn a return on the firm’s resources (assets). 
2.2	THEORETICAL FRAMEWORK
2.2.1   Modigliani and Miller Proposition I and II.
		According to Modigliani and Miller (1958) financial leverage irrelevance theory, financial leverage decisions would have no impact on the value of the firm. The MM proposition I, is also known as “pie model” because no matter the financial leverage a firm chooses, the value of the firm will remain the same. 
VL = Vu, Where VL is the value of a levered firm and Vies the value of an unlevered firm. Modigliani and Miller (1958) financial leverage irrelevance theory only holds under the assumption of perfect capital markets. Modigliani and Miller (1963) modified their original theory to MM II by dropping the zero tax assumption, stating that levered firms will be more valued than the unlevered firms due to the fact that interest is a tax deductible expense but the cost of equity increases due to high debt since shareholders bear higher business risk due possibility of bankruptcy, hence no much difference between levered and unlevered firms, although levered firms are expected to have the tax advantage. In supporting MM II, Dasgupta and Sengupta (2003) showed that there is a positive correlation between leverage and firm profits.
2.2.2 Agency Theory
 Jensen and Meckling (1976) noted the manager’s interest and the interest of shareholder is not always the same and in this case, the manager who is responsible of running the firm tend to achieve his personal goals rather than maximizing returns to the shareholders. According to this theory agency costs are costs that occur as a result of conflicts of interest and appear in terms of conflicts between the managers and owners of firms or the debt holders and equity holders. For the Manager-shareholder agency cost; shareholders prefer leverage but managers do not prefer much of leverage. The shareholders view that debt is a tool to discipline management and avoid unnecessary expenditures. While Shareholder-debtor agency cost; shareholders most likely prefer dividend payouts but extreme dividend payout may likely suffocate liquidity of the firm while the debtors shield and protect themselves by introducing protective covenants in their loan contracts (Harris &Raviv, 1991). Jensen and Ruback (1983) postulated that managers will use the excess free cash flow available to fulfill his personal interests instead of increasing return to the shareholders. Thus, the critical problem facing shareholders is to make sure that managers do not finish the excess free cash by investing it in unprofitable or low/negative returns projects instead these cash flows should be returned to the shareholders. Excessive debt creates agency problems among shareholders and creditors and this could result in negative relationship between leverage and firm performance (Fama& French, 2000).

2.2.3 Static Trade-Off Theory
	It’s also known as the Tax - Bankruptcy trade-off theory, it states that firms will decide on the financial leverage by considering the trade-off between the cost of bankruptcy and tax benefits of the debt. Voutsinas and Werner (2011) argued that firms regard debt-equity decisions as a trade-off between tax shield of debt and leverage costs like agency cost, loss of non- debt tax shield and bankruptcy. This theory postulates that highly profitable firms that have more debts repayment capacity with high taxable income to shield so they will have higher debt to equity ratio compared to low profits firms. The higher profitable firms will use more debt due to lower bankruptcy probability and higher debt ratings while in the contrary the pecking order theory implies that firms with higher profits will use less debt as they have more retained earnings to finance their operations and new projects.
2.2.4  Pecking Order
	According to Myers (1984) the information and transaction costs overwhelm the forces that determine optimal leverage in the trade-off models. According to Pecking order theory financing comes from three sources, they are: 1. internal financing 2. New equity 3. Debt. Myers (2001) postulated that’s firms arrange their priorities in financing, first by using internal financing, then debt and lastly is new equity. The firms will first use retained earnings as this will avoid the floatation cost, also avoiding the deep disclosure of information to the public and the managers do not want to lose control of the firm to new owners by way of selling new shares. Therefore, should a need for extra funds arise then the firm will use debt financing. But according to this theory there is no optimal debt-equity mix as the capital sources are just ranked in the order above. Good high profitable firms will use more internal financing as much as they can but the low profitable firms do not have as much profits and retained earnings, they will not be able to use internal financing so they will opt for debt, this assists in explaining the puzzle about negative correlation between debt and profitability (Miglo, 2014).
2.2.5 Signaling Theory
	 Due to Asymmetric information that exist between management and shareholders, signals are vital for financing in a company, the high quality firms will use more long term debt and have higher leverage as a signal of future profitability (Ross, 1977). In order to separate the good profitable firms from the low quality firms ‘the lemons’, the quality firms will go for high debts and thus attracting scrutiny while the low quality firms cannot be able because with scrutiny they will be discovered. Signaling theory argues that most financial decisions taken by firm’s senior management are designed to signal management’s confidence in the future profitability of the firm to the stock market and also its ability to meet future obligations. The action of adding more debt is a sign of higher future cash flow expectation. This theory has faced a lot of economic challenges, the information asymmetry between management with the insider information and investors and lenders with no such information. The wrong signals may lead to moral hazard as managers are not likely to bear the costs of the risks but the cost of the risk will be borne by the shareholders and adverse selection where banks/debt holders will have to charge high interest rate and insurance costs to cover up from potential losses. This study is based on Modigliani and Miller Proposition I and II which indicate that there is correlation between leverage and firm profit.
2.3     REVIEW OF EMPIRICAL STUDIES
2.3.1	Gap in Literature
The reviews of theoretical literatures on financial leverage provide different views on the relationship between financial leverage and financial performance. While some theories predict positive relationship between leverage and firm’s performance, others predict negative relationship and MM proposition I predicts the irrelevance of debt-equity choice on the value of a firm. This section is therefore devoted to reviewing empirical studies on financial leverage and firms’ performance conducted around the world in order to validate theoretical predictions.
Tian and Zeitun (2007) investigated the effect of financial leverage on corporate performance of corporations in Jordan using a panel data approach of 167 companies for a period of 15 years from1989 to 2003. The study used ROA, ROE, EBIT and tax plus depreciation to total assets (PROF) as proxies for accounting performance measurements and Tobin’s Q, market value of equity to book value of equity (MBVR), price/earnings (P/E) ratio and market value of equity plus book value of liabilities divided by book value of equity (MBVE) as market performance measures. The results show that a firm’s financial leverage has significant negative effect on the firms’ performance using both the accounting and market measurements. The study also finds that the short term debt to total assets (STDTA) as a measure of leverage has a significantly positive effect on the market performance proxy by Tobin’s Q. Berger and Bonaccorsi di Patti (2006) proposed a new approach to testing the agency theory of financial leverage on the United States banking industry using parametric measure of profit efficiency as indicator to measure agency costs. 
The study employs dualistic (the use of two-equation: simultaneous equations and econometric techniques) to account for reverse causality from performance to capital structure, using annual information for 695 United States commercial banks to test for agency theory for the period 1990 – 1995. The study finds that there is reverse causality from performance to financial leverage and that data on the United States banking industry are consistent with the agency theory of capital structure. In other words, they found that higher leverage is associated with better firm performance. Margaritisand Psillaki (2007) considered a similar relationship for a sample of New Zealand small and medium sized enterprises using distance functions as a measure of firm performance, and also found that financial leverage has a significant positive relationship with firm performance..Ebaid (2009) carried out a study to investigate the impact of choice of financial leverage on the performance of firms in Egypt. ROE, ROA, and gross profit margin were used as proxies for performance while financial leverage was measured using short-term debt to asset ratio, long-term debt to asset ratio, and total debt to total assets. Multiple regression technique was applied to determine the relationship between the leverage and performance. The result reveals that leverage has no impact on a firm’s performance. Maroko (2014) examined the influence of financial leverage on organizational financial performance of firms listed in Nairobi Securities Exchange. The study employs secondary data sourced from financial statements of sampled listed firms’, which were selected using stratified random sampling technique. Multiple regression technique was used to explain the relationship between financial leverage, cost of equity, debt interest and organization financial performance. 
.	 David and Olorunfemi (2010) study the impact of financial leverage on corporate performance of firms in the Nigerian petroleum industry for the period 1999- 2005. The study employed panel data analysis using fixed-effect estimation, random-effect estimation and maximum likelihood estimation. The study found that there is positive relationship between leverage and firm performance surrogated by earning per share and dividend per share. Chinaemerem and Anthony (2012) carry out a study on the impact of capital structure on financial performance of Nigerian firms using a sample of 30 non-financial quoted companies on the Nigerian Stock Exchange (NSE) for a period of 7 years from 2004- 2010. Panel data for the selected companies were generated and analyzed using ordinary least squares (OLS) method of estimation. The results show that a firm’s capital structure surrogated by debt ratio has a significantly negative relationship with the firm’s financial performance surrogated by ROA and ROE. This finding provides evidence in support of agency cost theory.



CHAPTER THREE
RESEARCH METHODOLOGY
3.1	INTRODUCTION 
This chapter discusses the methods employed to examine the impact of financial leverages on the performance of manufacturing firms in Nigeria. It further discusses the procedure used in collecting data, the model specification and method of data analysis adopted.
3.2 RESEARCH DESIGN 
The research design refers to the overall strategy that you choose to integrate the different components of the study in a coherent and logical way, thereby, ensuring you will effectively address the research problem; it constitutes the blueprint for the collection, measurement, and analysis of data (Rebecca, 2010). The study adopts Ex post facto design .Ex post facto design is a quasi-experimental study examining how an independent variable, present prior to the study, affects a dependent variable.
3.3	POPULATION OF THE STUDY 
The population of this  research is focused on Nigerian flour mills public limited company. Where the product are scattered across the country, located at 2 Old Dock Road, Apa, Lagos , Nigeria. And all manufacturing firms quoted under food and beverages of the Nigeria stock exchange (NSE). Essentially, twenty-seven (27) companies are classified under food and beverages from industrial classification of NSE which constitute the population of the study. Below is the list of the companies:

3.4	Sampling Size and Sampling Techniques		
Yamane (1976) provides a simplified formula to calculate the sample size from a large population and it is shown below where a 75% confidence levels is used and it is calculated thus:
n=		   N
	       1+ N (e) 2
Where: n = sample size
	  N = the population size
	 E= level of precision (25%)
n=		     27
	       1+ 27 (0.25)2
n=		     27
	       1+ 27(0.0625)
n=		   27
	       1+ 1.6875

n=		27
	   2.6875
n=		10.01
n ≈		10 firms
From the above computation, the sampled firm is ten (10).
In selecting the firms from the population, the scientific   sampling procedures was used for the purpose of the study, thus Guinness Nigeria Plc, Seven UP Bottling Co. Plc, Dangote Nigeria Plc, Nestle Nigeria Plc, Nigeria Breweries Plc, Nascon Plc, Dangote Sugar Plc, Flour Mill Nigeria Plc, Cadbury Nigeria Plc, Honeywell flour mills Nigeria Plc were selected for the purpose of this study.  The reason for selecting these firms is because of easy access to their annual report where the relevant data for this study is contained as at the time of this study.
3.5	SOURCES AND METHODS OF DATA COLLECTION
In this study, the secondary sources of data collection were used. The secondary source of data for this study includes the annual report of selected firms for all the relevant years. The data covers the period from 2009-2018. The reason for using this source is because estimation models used in this study requires the use of time series data, the following information were obtained from the report: Total Assets, total liabilities, interest expenses, Depreciation   and Profit after Tax (PAT).
3.6 	METHODS OF DATA ANALYSIS
The data were gathered through the secondary sources to examine the relationship between financial leverage and performance of manufacturing firm is processed using a regression analysis to determine the relationship between dependent variable and independent variable Correlation co-efficient was also used to measure strength and direction of the relationship between both variables. The data to be analyzed are analyzed for a period of 10 years from 2009-2018.









CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
4.1	 INTRODUCTION  
This Chapter employed the use of descriptive statistics, correlation and multiple regression model to analyze and interpreter the data collected in the study, the data collected were presented in tabular form. The analysis followed the methodology specified in chapter three. The chapter is organized into six sections. Section 4.1 Introduction, Section 4.2 presents the data collected, section 4.3 deals with descriptive statistics, 4.4 discusses the correlation, 4.5 presents the regression analysis proper and 4.6 discussions of findings. The computational device used is the Statistical Package for Social Sciences (SPSS).
4.2	DATA PRESENTATION
This section provides the data extracted from the annual report of selected manufacturing firms in the study. This section provides the data used in the study. The data are in relation to the variables used in the study. The variables are Economic Value Added (EVA), Return on Asset (ROA), Long Term Debt Ratio (LTDR), Long Term Debt/Equity Ratio (LTDER), Total Debt Ratio(TDR), Times Interest Earned (TIE), Cash Coverage Ratio (CCR) and Firms Size (FS).










Guinness Nigeria Plc
	Years
	EVA
	ROA
	LTDR
	LTDER
	TDR
	TIE
	CCR
	FS

	2009
	0.2
	0.1
	0.1
	0.7
	0.04
	2.4
	0.3
	4.6

	2010
	0.3
	0.2
	0.2
	0.5
	0.1
	4
	0.3
	4.6

	2011
	0.3
	0.2
	0.2
	0.3
	0.1
	4.2
	0.2
	4.6

	2012
	0.4
	0.3
	0.2
	0.3
	0.2
	2.1
	0.1
	4.6

	2013
	0.4
	0.3
	0.3
	0.3
	0.01
	2.4
	0.1
	4.6

	2014
	0.4
	0.3
	0.2
	0.3
	0.02
	4
	0.1
	4.7

	2015
	0.3
	0.1
	0.1
	0.5
	0.04
	4.1
	0.1
	4.8

	2016
	0.3
	0.1
	0.1
	0.5
	0.5
	4.2
	0.03
	4.9

	2017
	0.2
	0.07
	0.3
	0.9
	0.6
	3.2
	0.04
	5.1

	2018
	0.1
	0.06
	0.2
	0.5
	0.02
	4
	0.04
	5


	Years
	EVA
	ROA
	LTDR
	LTDER
	TDR
	TIE
	CCR
	FS

	2009
	0.2
	0.1
	0.1
	0.1
	0.01
	2.4
	0.05
	3.9

	2010
	0.1
	0.1
	0.7
	0.7
	0.1
	4
	0.1
	4.1

	2011
	0.2
	0.1
	0.6
	0.6
	0.03
	4.1
	0.1
	4.2

	2012
	0.1
	0.1
	0.9
	0.9
	0.04
	2
	0.08
	4.3

	2013
	0.2
	0.1
	0.7
	0.7
	0.01
	4.2
	0.1
	4.4

	2014
	0.1
	0.1
	0.7
	0.7
	0.1
	3
	0.1
	4.3

	2015
	0.1
	0.03
	0.1
	0.8
	0.2
	4
	0.3
	4.6

	2016
	0.2
	0.05
	0.2
	0.8
	0.1
	3.2
	0.3
	4.7

	2017
	0.3
	0.1
	0.1
	0.5
	0.04
	3.2
	0.3
	4.7

	2018
	0.2
	0.1
	0.1
	0.4
	0.02
	4
	0.1
	4.8


Source: Annual Report of Guinness Nigeria Plc, (2014-2024). 












Seven UP Bottling Co. Plc.
Source: Annual Report of Seven UP Bottling Co. Plc, (2014-2024). 

Dangote Flour Mills Nigeria Plc
	Years
	EVA
	ROA
	LTDR
	LTDER
	TDR
	TIE
	CCR
	FS

	2009
	0.05
	0.05
	0
	0
	0.1
	2.4
	0.07
	4.1

	2010
	0.01
	0.01
	0
	0
	0.02
	4
	0.04
	4.3

	2011
	0.07
	0.07
	0
	0
	0.2
	4.1
	0.01
	4.3

	2012
	0.2
	0.1
	0
	0
	0.03
	3.1
	0.01
	4.4

	2013
	0.1
	0.1
	0.1
	0.1
	0.04
	3.4
	0.09
	4.4

	2014
	0.03
	0.02
	0.1
	0.08
	1
	3.6
	0.01
	4.4

	2015
	0.1
	0.05
	0.1
	0.6
	0.1
	2.2
	0.01
	4.8

	2016
	0.1
	0.1
	0.1
	0.7
	0.02
	2.4
	0.02
	4.8

	2017
	0.6
	0.1
	0.1
	0.6
	1
	3
	0.08
	4.7

	2018
	0.6
	0.1
	0.1
	0.4
	0.2
	4
	0.03
	4.7


	Years
	EVA
	ROA
	LTDR
	LTDER
	TDR
	TIE
	CCR
	FS

	2009
	0.8
	0.2
	0.4
	0.8
	0.1
	2.4
	0.6
	4.2

	2010
	0.8
	0.1
	0.5
	1
	0.2
	3.2
	0.5
	4.3

	2011
	0.9
	0.4
	0.5
	1
	0.2
	2.6
	0.5
	4.4

	2012
	0.9
	0.4
	0.5
	1
	0.8
	6.8
	0.4
	4.6

	2013
	0.8
	0.2
	0.6
	1
	0.5
	2.7
	0.3
	4.7

	2014
	0.7
	0.5
	0.5
	1.2
	0.1
	3.2
	0.2
	4.9

	2015
	0.6
	0.1
	0.4
	0.8
	0.4
	4
	0.3
	4.9

	2016
	0.5
	0.2
	0.4
	0.8
	0.5
	4.2
	0.6
	5

	2017
	0.6
	0.2
	0.4
	0.7
	0.3
	4.2
	0.5
	5

	2018
	0.6
	0.1
	0.3
	0.5
	0.4
	4.1
	0.6
	5


Source: Annual Report of Dangote Nigeria, (2014-2024). 












Nestle Nigeria Plc
Source: Annual Report of Nestle Nigeria, (2009-2018).
	Years
	EVA
	ROA
	LTDR
	LTDER
	TDR
	TIE
	CCR
	FS

	2009
	0.3
	0.3
	0.4
	0.02
	0.03
	3
	0.2
	4.5

	2010
	0.4
	0.4
	0.5
	0.006
	0.1
	2.4
	0.2
	4.6

	2011
	0.7
	0.6
	0.5
	0.002
	0.01
	1.6
	0.2
	4.5

	2012
	0.5
	0.5
	0.5
	0.004
	0.02
	2.2
	0.1
	4.6

	2013
	0.6
	0.6
	0.6
	0.003
	0.06
	2.1
	0.3
	4.8

	2014
	0.4
	0.4
	0.5
	0.3
	0.04
	2.3
	0.3
	4.9

	2015
	0.4
	0.4
	0.4
	0.4
	0.01
	4.1
	0.2
	5

	2016
	0.3
	0.3
	0.4
	0.07
	0.02
	4.2
	0.1
	5.2

	2017
	0.2
	0.2
	0.4
	0.1
	0.6
	4
	0.1
	5.2

	2018
	0.2
	0.2
	0.3
	0.1
	0.6
	4.3
	0.1
	5.3


Nigeria Breweries Plc
Source: Annual Report of Nigeria Breweries, (2014-2024). 
Nascon Plc
	Years
	EVA
	ROA
	LTDR
	LTDER
	TDR
	TIE
	CCR
	FS

	2009
	0.3
	0.3
	0.1
	0.02
	0.1
	3
	0
	1.5

	2010
	0.3
	0.3
	0.1
	0.2
	0.003
	2.1
	0.6
	3.5

	2011
	0.3
	0.3
	0.1
	0.01
	0.001
	5.4
	0.6
	3.5

	2012
	0.3
	0.3
	0.1
	0.01
	0.02
	4
	0.5
	3.6

	2013
	0.2
	0.3
	0.1
	0.5
	0.06
	1
	0.5
	4

	2014
	0.3
	0.2
	0.1
	0.3
	0.06
	2.3
	0.6
	4

	2015
	0.4
	0.2
	0.1
	0.4
	0.08
	4.2
	0.6
	4

	2016
	0.3
	0.2
	0.1
	0.7
	0.02
	4.1
	0.4
	4

	2017
	0.2
	0.1
	0.1
	0.2
	0.04
	2.1
	0.4
	4

	2018
	0.2
	0.1
	0.3
	0.5
	0.01
	3.1
	0.5
	4.2


Source: Annual Report of Nascon, (2014-2024). 



Dangote Sugar Plc
	Years
	EVA
	ROA
	LTDR
	LTDER
	TDR
	TIE
	CCR
	FS

	2009
	0.6
	0.5
	0.07
	0.07
	0.1
	5.4
	0.5
	4.4

	2010
	0.8
	0.7
	0.08
	0.09
	0.01
	2.1
	0.63
	4.4

	2011
	0.7
	0.6
	0.04
	0.04
	0.02
	5.4
	0.6
	4.5

	2012
	0.3
	0.2
	0.03
	0.04
	0.05
	4.4
	0.6
	4.6

	2013
	0.3
	0.2
	0.05
	0.5
	0.06
	1.3
	0.3
	4.8

	2014
	0.2
	0.1
	0.01
	0.3
	0.06
	2.3
	0.6
	4.9

	2015
	0.2
	0.1
	0.04
	0.8
	0.1
	5.2
	0.6
	4.9

	2016
	0.3
	0.2
	0.02
	0.7
	0.6
	4.1
	0.7
	4.9

	2017
	0.2
	0.1
	0.06
	0.2
	0.04
	4.1
	0.7
	4.9

	2018
	0.2
	0.1
	0.07
	0.5
	0.03
	3.1
	0.5
	5


Source: Annual Report of Dangote Sugar, (2014-2024). 
Flour Mill Nigeria Plc
	Years
	EVA
	ROA
	LTDR
	LTDER
	TDR
	TIE
	CCR
	FS

	2009
	0.3
	0.1
	0.04
	0.04
	0.1
	5.4
	0
	4.4

	2010
	0.3
	0.1
	0.1
	0.09
	0.07
	3
	0.1
	4.6

	2011
	0.1
	0.1
	0.4
	0.8
	0.02
	3.1
	0.3
	4.3

	2012
	0.1
	0.1
	0.5
	1
	0.05
	5.4
	0.1
	4.3

	2013
	0.3
	0.3
	0.3
	0.5
	0.04
	1.3
	0.3
	4.5

	2014
	0.2
	0.2
	0.18
	0.2
	0.03
	2.3
	0.8
	4.6

	2015
	0.1
	0.1
	1
	0.2
	0.12
	5.2
	0.4
	4.9

	2016
	0.1
	0.1
	0.3
	0.2
	0.5
	3.1
	0.7
	3.3

	2017
	0.1
	0.1
	0.2
	0.2
	0.4
	4.1
	0.5
	3.3

	2018
	0.1
	-0.1
	0.3
	0.2
	0.3
	3.
	0.5
	3.2


Source: Annual Report of Flour Mill Nigeria, (2014-2024). 


Cadbury Nigeria Plc
	Years
	EVA
	ROA
	LTDR
	LTDER
	TDR
	TIE
	CCR
	FS

	2009
	0.5
	0.5
	0.1
	1.5
	0.03
	3
	0.1
	4.4

	2010
	0.3
	0.3
	0.1
	0.8
	0.1
	4
	0.09
	4.3

	2011
	0.9
	0.9
	0.1
	0.2
	0.02
	3.1
	0.06
	4.3

	2012
	0.2
	0.1
	0.1
	0.2
	0.1
	5.4
	0.1
	5

	2013
	0.08
	0.04
	0.2
	0.1
	0.2
	3.3
	0.3
	4.5

	2014
	0.2
	0.1
	0.1
	0.1
	0.3
	5.1
	0.4
	5.1

	2015
	0.1
	0.08
	0.1
	0.2
	0.4
	5.2
	0.6
	4.9

	2016
	0.2
	0.1
	0.1
	0.2
	0.3
	3.1
	0.7
	2.1

	2017
	0.1
	0.07
	0.2
	0.2
	0.4
	4.1
	0.6
	3.3

	2018
	0.09
	0.04
	0.2
	0.3
	0.
	6
	0.4
	5


Source: Annual Report of Cadbury Nigeria, (2014-2024). 
Honeywell flour mills Nigeria Plc
	Years
	EVA
	ROA
	LTDR
	LTDER
	TDR
	TIE
	CCR
	FS

	2009
	0.1
	0.05
	1
	1
	0.1
	4
	0.02
	3.1

	2010
	0.1
	0.05
	1
	1
	0.1
	4
	0.09
	4

	2011
	0.1
	0.05
	1
	1
	0.1
	3.1
	0.4
	4.3

	2012
	0.1
	0.07
	1
	1
	0.1
	5.4
	0.1
	9

	2013
	0.1
	0.04
	0.6
	0.7
	0.2
	4
	0.3
	4.5

	2014
	0.2
	0.1
	0.8
	0.9
	0.7
	5.1
	0.4
	5.1

	2015
	0.1
	0.08
	0.9
	1
	0.4
	4
	0.6
	4.8

	2016
	0.2
	0.1
	0.6
	1
	0.5
	3.1
	0.7
	4

	2017
	0.4
	0.04
	0.2
	0.7
	0.4
	4.1
	0.6
	3.3

	2018
	0.09
	0.02
	0.2
	0.7
	0.3
	6
	0.4
	5


Source: Annual Report of Honeywell flour mill Nigeria, (2014-2024). 


4.3 Data Analysis
4.3.1 Descriptive Statistics
The descriptive statistics displayed in table 4.2 below provides the mean, maximum, minimum and standard deviation for each of the variables used: Economic Value Added (EVA), Return on Asset (ROA), Long Term Debt Ratio(LTDR), Long Term Debt/Equity Ratio (LTDER), Total Debt Ratio(TDR), Times Interest Earned (TIE), Cash Coverage Ratio (CCR) and Firms Size (FS). The descriptive statistics is presented below:

	Table 4.2: The Descriptive Statistics of the Data for the year 2006 to 2015

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	EVA
	100
	.01
	.90
	.3012
	.22268

	ROA
	100
	-.10
	.90
	.1864
	.16892

	LTDR
	100
	.00
	1.00
	.2929
	.26971

	LTDER
	100
	.00
	1.50
	.4559
	.35745

	TDR
	100
	.00
	1.00
	.1782
	.22035

	TIE
	100
	1.00
	6.80
	3.5820
	1.14136

	CCR
	100
	.00
	.80
	.3060
	.22917

	FS
	100
	1.50
	9.00
	4.4700
	.76456

	Valid N (list wise)
	100
	
	
	
	



Source: SPSS Output
The result above displays the mean, maximum, minimum and standard deviation for all the variables. The ranges for the variables were also provided. Specifically, the EVA has a minimum value of 0.1 and a maximum value of 0.90, on average, EVA has a mean of 0.3012with a standard deviation of 0.22268. The same result is made available for the other variable. From the result above, it can be observed that ICR has the lowest standard deviation of 0.22035showing its most contribution to the model while other variables have a higher standard deviation showing their least contribution to the model.
4.3.2	Correlation
Table 4.3 below presents the correlation results on Economic Value Added (EVA), Return on Asset (ROA), Long Term Debt Ratio(LTDR), Long Term Debt/Equity Ratio (LTDER), Total Debt Ratio(TDR), Times Interest Earned (TIE), Cash Coverage Ratio (CCR) and Firms Size (FS).
It gives the degree of correlation and the direction of the relationship. The table below shows the correlation result.

	Table 4.3 Correlation results of the data for the year 2006 to 2015


	
	
	EVA
	ROA
	LTDR
	LTDER
	TDR
	TIE
	CCR
	FS

	EVA
	Pearson Correlation
	1
	.705**
	-.018
	.110
	.069
	-.104
	.150
	.044

	
	Sig. (2-tailed)
	
	.000
	.856
	.276
	.496
	.302
	.136
	.663

	
	N
	100
	100
	100
	100
	100
	100
	100
	100

	ROA
	Pearson Correlation
	.705**
	1
	-.048
	-.176
	-.231*
	-.207*
	.035
	-.004

	
	Sig. (2-tailed)
	.000
	
	.634
	.079
	.021
	.039
	.730
	.966

	
	N
	100
	100
	100
	100
	100
	100
	100
	100

	LTDR
	Pearson Correlation
	-.018
	-.048
	1
	.477**
	.076
	.055
	-.094
	.185

	
	Sig. (2-tailed)
	.856
	.634
	
	.000
	.450
	.589
	.351
	.066

	
	N
	100
	100
	100
	100
	100
	100
	100
	100

	LTDER
	Pearson Correlation
	.110
	-.176
	.477**
	1
	.177
	.069
	.013
	.195

	
	Sig. (2-tailed)
	.276
	.079
	.000
	
	.077
	.493
	.900
	.052

	
	N
	100
	100
	100
	100
	100
	100
	100
	100

	TDR
	Pearson Correlation
	.069
	-.231*
	.076
	.177
	1
	.239*
	.108
	.054

	
	Sig. (2-tailed)
	.496
	.021
	.450
	.077
	
	.017
	.286
	.596

	
	N
	100
	100
	100
	100
	100
	100
	100
	100

	TIE
	Pearson Correlation
	-.104
	-.207*
	.055
	.069
	.239*
	1
	.054
	.228*

	
	Sig. (2-tailed)
	.302
	.039
	.589
	.493
	.017
	
	.594
	.022

	
	N
	100
	100
	100
	100
	100
	100
	100
	100

	CCR
	Pearson Correlation
	.150
	.035
	-.094
	.013
	.108
	.054
	1
	-.172

	
	Sig. (2-tailed)
	.136
	.730
	.351
	.900
	.286
	.594
	
	.087

	
	N
	100
	100
	100
	100
	100
	100
	100
	100

	FS
	Pearson Correlation
	.044
	-.004
	.185
	.195
	.054
	.228*
	-.172
	1

	
	Sig. (2-tailed)
	.663
	.966
	.066
	.052
	.596
	.022
	.087
	

	
	N
	100
	100
	100
	100
	100
	100
	100
	100

	
	
	
	
	
	

	*. Correlation is significant at the 0.05 level (2-tailed).
	
	
	
	
	



Source: SPSS Output
The result indicates that there is a positive relationship between EVA, ROA, LTDER, TDR, CCR and FS at 1% level of significance with correlation co-efficient of 0.705, 0.110, 0.069, 0.150, 0.044. This result indicates that they contribute positively to EVA. Though the parameter of the variables under consideration is significant at 1% level of significance. While there is a negative relationship between EVA, LTDR and TIE at 1% level of significance with correlation co-efficient of -0.18 and -0.104.
4.3.3 Regression Results
This section discusses the regression results in relation to of financial leverage and performance of manufacturing firms in Nigeria for the period under review. The results are presented below:

	Table 4.4 Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate
	Durbin-Watson

	1
	.785a
	.617
	.587
	.14304
	2.949

	a. Predictors: (Constant), FS, ROA, CCR, LTDR, TDR, TIE, LTDER

	b. Dependent Variable: EVA
	
	



	Table 4.5 ANOVAb

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	3.026
	7
	.432
	21.130
	.000a

	
	Residual
	1.882
	92
	.020
	
	

	
	Total
	4.909
	99
	
	
	

	a. Predictors: (Constant), FS, ROA, CCR, LTDR, TDR, TIE, LTDER
	

	b. Dependent Variable: EVA
	
	
	
	






	Table 4.6 Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-.027
	.097
	
	-.281
	.779

	
	ROA
	1.038
	.090
	.787
	11.515
	.000

	
	LTDR
	-.097
	.061
	-.117
	-1.574
	.119

	
	LTDER
	.164
	.047
	.263
	3.458
	.001

	
	TDR
	.207
	.070
	.205
	2.976
	.004

	
	TIE
	-.002
	.014
	-.013
	-.180
	.857

	
	CCR
	.089
	.065
	.091
	1.368
	.175

	
	FS
	.007
	.020
	.026
	.369
	.713

	a. Dependent Variable: EVA
	
	
	
	



Table 4.4, 4.5 and 4.6 above presents the model summary, Analysis of Variance and co-efficient of regression respectively.
From table 4.4, the result shows that the co-efficient of the regression which is R2 is relatively low at 61.7%. This means that 61.7% of EVA is explained by the explanatory variables while 38.3% is unexplained. The Durbin Watson (DW) statistics of 2.949 suggests the absence of serial correlation. This indicates that there is a positive autocorrelation among the error term of each of the variables used in this study; however, the closer this is to 2, the fairer the model which means that the model is well fitted.
From table 4.5 above, the result shows the overall fitness of the model formulated. The F-statistics as presented in the table is 21.130 which is significant at 5% because the p-value is less than 5% level of significance i.e 0.00<0.05. This shows that the model is well fitted as seen from the ANOVA table.
Table 4.6 shows the regression results on the relationship between EVA and LTDR, LTDER, TDR, TIE, CCR and FS. The estimated regression relationship for the model is: 
EVA=-0.027-0.097(LTDR)+0.164(LTDER)+0.207(TDR)–0.002(TIE) 	+0.089(CCR) + 0.007(FS).
ROA=1.038-0.097(LTDR)+0.164(LTDER)+0.207(TDR)–0.002(TIE) 	+0.089(CCR) + 0.007(FS).
4.4	TEST OF HYPOTHESES
Hypotheses One
Long-Term Debt Ratio Has No Impact On the Financial Performance of Manufacturing Firms in Nigeria
The result from table 4.6 shows that LTDR is having a co-efficient of -0.097and a p-value of 0.119. This indicates that the variable has a negative effect on the model and it is statistically insignificant at 5% because the p-value is greater than 0.05. This therefore means that LTDR don’t influence the performance of manufacturing firms. This therefore, leads to the acceptance of the null hypothesis which states that Long-term debt ratio has no impact on the financial performance of manufacturing firms in Nigeria and the alternate hypothesis is rejected.
Hypotheses Two
Long Term Debt to Equity Ratio Has On Effect On the Financial Performance of Manufacturing Firms in Nigeria
The result from table 4.6 shows that LTDER is having a co-efficient of 0.164and a p-value of 0.001. This indicates that the variable has a positive effect on the model and it is statistically significant at 5% because the p-value is less than 0.05. This therefore means that LTDER influence the performance of manufacturing firms. This therefore, leads to the acceptance of the alternate hypothesis which states that Long term debt to equity ratio has effect on the financial performance of manufacturing firms in Nigeria and the null hypothesis is rejected.
Hypotheses Three
Total Debt Ratio Has No Impact On the Financial Performance of Manufacturing Firms in Nigeria.
The result from table 4.6 shows that TDR is having a co-efficient of 0.207and a p-value of 0.004. This indicates that the variable has a positive effect on the model and it is statistically significant at 5% because the p-value is less than 0.05. This therefore means that TDR influence the performance of manufacturing firms. This therefore, leads to the acceptance of the alternate hypothesis which states that Total debt ratio has impact on the financial performance of manufacturing firms in Nigeria and the null hypothesis is rejected.
Hypotheses Four
There Is No Relationship Between Times Interest Earned and Financial Performance of Manufacturing Firms in Nigeria.
The result from table 4.6 shows that TIE is having a co-efficient of -0.02and a p-value of 0.857. This indicates that the variable has a negative effect on the model and it is statistically insignificant at 5% because the p-value is greater than 0.05. This therefore means that TIE don’t influence the performance of manufacturing firms. This therefore, leads to the acceptance of the null hypothesis which states There  is no relationship between times interest earned and financial performance of manufacturing firms in Nigeria and the alternate hypothesis is rejected.
Hypotheses Five
Cash Coverage Ratio Has No Impact On the Financial Performance of Manufacturing Firms in Nigeria
The result from table 4.6 shows that CCR is having a co-efficient of 0.08and a p-value of 0.175. This indicates that the variable has a negative effect on the model and it is statistically insignificant at 5% because the p-value is greater than 0.05. This therefore means that CCR don’t influence the performance of manufacturing firms. This therefore, leads to the acceptance of the null hypothesis which states that Cash coverage ratio has no impact on the financial performance of manufacturing firms in Nigeria and the alternate hypothesis is rejected.
4.5	DISCUSSION OF FINDINGS	
The study discovered that Long-term debt ratio has no impact on the financial performance of manufacturing firms in Nigeria and long term debt to equity ratio has effect on the financial performance of manufacturing firms in Nigeria also total debt ratio has impact on the financial performance of manufacturing firms in Nigeria and there is no relationship between times interest earned and financial performance of manufacturing firms in Nigeria, cash coverage ratio has no impact on the financial performance of manufacturing firms in Nigeria and finally, firm size has no effect on the financial performance of manufacturing firms in Nigeria.
These results basically indicate that higher level of long-term debt to equity in the financial leverage of the firms tends to increase the financial performance of firms. That is an increase in the total debt position of firms is associated with a increase in the financial performance of such firms. In other words, profitable firms prefer capitalization of earnings for their financing needs. This outcome fundamentally refutes the trade-off theory and support the pecking order theory. Interestingly, it refutes the findings provided in Arbor (2005) and Long and Malitz (1986) where they opined that a significant negative association does exist between long-term debt to equity and the financial performance of firms. 


CHAPTER FIVE
SUMMARY, CONCLUSIONS AND POLICY RECOMMENDATIONS
5.1	SUMMARY
This research is on an empirical examination of Financial Leverages on the performance of manufacturing firms in Nigeria covering a period from 2009-2018. The main purpose of this research was to empirically assess and the impact of financial leverage on performance of manufacturing organizations in Nigeria.
To achieve the objective of the study, six hypotheses in null form was formulated, which is that financial leverage does not have a significant effect on the financial performance of manufacturing firms, this hypothesis was validated by applying the multiple regression analysis through the use of Statistical Package for Social Sciences version 17 software and manually computation of the variables from the financial statement of the firms. The analysis was done using ten (10) manufacturing firms as sampled of individual firms the period under review.
In line with the objective to empirically examine financial leverage and performance of manufacturing firms in Nigeria, it was found that long term debt to equity ratio and total debt ratio which proxy’s financial leverage does contributes to the performance of the firms. The study was concluded by summarizing the entire work, concluding based on the attainment of the formulated objectives and hypothesis and stating the recommendation in line with the findings to benefit the management of firms and shareholders and future researchers.
5.2 	CONCLUSIONS
This study examined the impact of financial leverage on the performance of manufacturing firms in Nigeria stock exchange between 2006 and 2015. The results suggested that a there is linear relationship exists between leverage and profitability. As leverage increases by one unit, profitability decreases also. This is an indication that, changes in the leverage position of the company does change the profitability. Other factors such as firm’s growth, capital and advertisement intensity, age of firm, business cycle trends, and technological changes among others may also exert a not influence on the profitability of the company. Based on the findings, the null hypothesis is accepted at significance level of 5%. Conceptually, this result is consistent with the study of Al-Shamaileh and Khanfar (2014 In conclusion, the company should increase their total debt ratio to boost their profit level but the implication of this is that since the supplier of debt has great participation in the company’s profit.
5.3 	RECOMMENDATIONS
In line with the findings from this study, the following recommendations are proffered to management of firms and shareholders and future researchers:
Management of Firms
This study recommends that managers of firms should still be careful while using debt as a source of finance even if there is a positive relationship between the financial leverage and performance variables used in this work. They should try to finance their activities with retained earnings and use debt as a last option as supported by the pecking order theory.
Shareholders
Shareholders should from time to time compute the risk of using high proportion of long-term debt in firms’ leverage which in most cases affect the result low financial performance of a firm in order to advice the firm for financial decisions.
Future Researchers
The robustness of this study could be improved upon by future researchers. Also, the results of the study are specific to the non-financial firms listed on the Nigeria Stock Exchange, as the sample excludes financial firms due to the peculiarity of their operations and capital structure.  This recommendation is supported by Pratheepkanth, 2011; and Narendar, 2011.
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