








                                                          CHAPTER ONE
INTRODUCTION
1.1       BACKGROUND TO THE STUDY
In recent years, capital structure has become increasingly important in defining a company's financial performance and in meeting the expectations of stakeholders who want their company's value to grow.  The  management  of  corporate  organizations  must  make  decisions  regarding  the  capital  structure because such  decision  will  impact  on  the  performance  of  the  firms. The aim of a firm’s capital structure may not be focused on wealth maximization but to safeguard management’s interest mostly in firms where control is dictated by directors and shares of the corporation carefully held (Dimitris and Psillaki, 2008).
Capital structure selection is crucial for any organization for maximizing return to various stakeholders and also boost firm's ability to operate in a competitive environment (Goyal 2013). Capital structure decision are important when considering the factors that affects the performance of firms. The ratio of external source borrowed to internal source is a decision to corporate managers of a firm. The amount of long term and short term debt are used   as measurement of a firm’s financial leverage. Capital structure represent a firm, financial framework which is made up of debit and equity used to finance the firm. While referring to a firm's balance sheet, which is a complete status of a firm in which all forms of assets and liabilities are recorded (Velnempy and Niresh, 2012). Capital structure in financial terms means the way firms finance their assets through the mixture of a company equity, debit or hybrid securities (saad 2010). Capital structure in accordance with previous researchers refers to the portion of a firm assets that are financed by borrowed fund which comprise of the firm’s profitability and liquidity performance of the firm, financial position of the firm ordinary share capital, preference shares, long term debt and short term. The relationship between short term debt and the financial performance of a firm is providing working capital to run the day to day activity of firms, the higher a working capital then the company is considered a well-managed firm with good potentials for firms growth. There are certain benefit and cost associated with using debt financing, and one of the benefits is that the firm can take advantage of tax shields benefits of debt by employing more debt in the capital structure. Firms must tradeoff tax shield benefits of debt against the financial distress and bankruptcy cost of debt (Abubakar, 2006). Capital   structure is the foundation operates on, capital absorbs cost and losses.  Capital structure is a crucial choice of the firm managers with the purpose to expand the value of the firm.. Initially, capital structure refers to a company's overall operations and expansion through the use of its own funds. According to Ateye ( 2013), governments in several countries frequently provide financial aid to businesses to help them start and maintain operations, and this assistance often overcomes some teething problems such assistance maintains pre-eminence during the downturn. Thus, the implication is the capacities in managing financial are important if a company or firm realize gain for its specialize resources, reduction in the valve obtained from strategic assets is gain through poor capital structure ( Kachor, 1997). Capital structure is the fundamental on how the firm finances its whole finance in the general operation and growth by using several means to fund its finance (Tsuji, 2011).
According to (Pandy, 2009) financial performance measures the profitability and liquidity and provides useful parameters for measuring the prior performance of the firm and also the present state of the firm. Therefore, it is progressively relied that a firms needs to organize its capital structure for an optimum use of funds to enhance dealing with upcoming situation and how well a firm utilize its asset in operation to generate profit signifies the firms performance. 
On the other hand, the presence of bankruptcy cost goes in hand with the firm’s debt. Awunyo and Badu (2012) stated that finance managers aim to discover the capital structure that optimizes the firm's value. Ross (2002) added the demonstration of the importance of capital structure decisions to finance managers. His thesis demonstrated that capital structure is one of the most important factors that can help a firm optimize its value.  His argument shows that capital structure decision is one of the crucial decisions that help to maximize company value. 
 Furthermore, there are a lot of studies on capital structure and financial performance around the globe, but there are dearth empirical research with research listed service companies, in Nigeria to the best of the researchers knowledge there are only two empirical studies that examined capital structure and financial performance listed service companies sector by Tolulope and Olokoyo  (2015) and David and Olorunfemi (2010, Ikpefan)
The idea of relating company’s capital structure and its value started since the establishment of irrelevancy theory of capital structure by Modigliani and Miller in 1958. This theory was cited by Toraman (2013) which stated that, “firm value is independent of its capital structure”. In recent years, researchers come up with different perspectives of their studies; some revealed the positive relationship between capital structure and company profit while others revealed the negative relationship between the variables. Safiuddin (2015) and Adesina (2015) in their study results, they found that capital structure was strongly associated with firm’s performance. Narayanasary (2015) and Mwangi (2013) concluded a negative relationship between capital structure and company profitability. Because of the controversial results revealed by previous researchers, that situation provided an opportunity for a researcher to add the knowledge by analyzing the effect of capital on performance of service listed companies Nigeria. The results obtained were compared with the tradeoff theory of capital structure. The results were mixed; there was a positive association between the variables that was compatible with the tradeoff theory, as well as a negative relationship that was not consistent with the tradeoff theory. Since most Nigerian academics have been unable to establish a link between capital structure and commercial bank performance considering the listed companies, this study focuses on establishing a link between capital structure and the performance of publicly traded service companies and commercial bank performance, this study based on measuring the relationship between capital structure and performance of listed service companies. 
1.2   Statement of the Problem
Companies usually need resources for them to grow and develop their operating activities however; there are constraints in financing company resources. For this case, company resources will be applied with care so as to create enough shareholders value and for users of company resources. This study will be developed to assist finance managers and company managements and serve as guidance in making the best financial decisions of using debt and equity in order to improve their company’s financial performance. Mwangi (2014) who claimed that firm executives lack of proper advice for making effective financial decisions. 
The analysis of capital structure is an important tool for maximizing a company's financial performance, which is in the best interests of shareholders who expect dividends and capital gain from the company. Mansoon (2014) stated that “the decision of capital structure choices is of play a significant influence for firms and optimal capital structure is such a mix of debt and equity that maximizes the firm’s value and reduces the weighted average cost of capital”. Capital structure decision also helps managers to accomplish their financial strategies like investment and daily operational activities. The argument supported by Toraman (2013) who stated that the selection of capital structure components and uses play an important role during the determination of financial strategies of the company. Mireku (2014) further asserted that an organization's capital structure is inextricably tied to its ability to meet the expectations of its stakeholders. Several additional scholars in industrialized countries have looked into the impact of capital structure on firm performance. However, there are very few empirical research on the impact of capital structure on company performance of listed service companies in emerging nations, particularly Nigeria.  This is the major problem would be addressed through this study. 

	

1.3   Research Objective
The main objective of this study was to determine the effect of capital structure on profitability of service companies listed in the Nigerian stock exchange. The specific Research Objectives are:
1. To investigate the effect of long-term debt to total asset ratio on Return on Assets of listed service companies in Nigeria.
2. To examine the impact of total debt to total asset ratio on the Return on Assets of listed service companies in Nigeria.
3. To investigate the effect of short term debt to equity ratio on Return on Equity of listed service companies in Nigeria.
4. To determine the effect of long term debt to equity ratio on Return on Equity of listed service companies in Nigeria.
5. To examine the impact of total debt to equity ratio on Return on Equity of listed service companies in Nigeria.
1.4    Research question
        The Research question of this study is;
i. What is the effect of long term-debt to total asset ratio on Return on Asset of listed service companies in Nigeria?
ii. To what extent does total-debt ratio to total asset ratio on Return on Asset of listed service companies in Nigeria?
iii. What is the degree of impact of short-debt to equity ratio on Return of Equity of listed service companies in Nigeria?
iv. What is the effect of long term debt to equity ratio on Return on Equity of listed service companies in Nigeria?
v. To what extent does total debt to equity ratio on Return on Equity of listed service companies in Nigeria?

1.5   Research Hypothesis
In the line of research questions and objectives, the following null hypothesis was formulated
 Ho1. Long-term-debt ratio to total assets has no effect on Return on Asset of listed service companies in Nigeria.
Ho2. Total –debt ratio to total assets has no effect on Return on Asset of listed service companies in Nigeria.
Ho3. Short term-debt ratio to equity has no effect on Return on Equity of listed service companies in Nigeria.
Ho4. Long term debt ratio to equity has no effect on Return on Equity of listed service companies in Nigeria.
Ho5. Total debt ratio to equity has no effect on Return on Equity of listed service companies in Nigeria. 

1.6   Significant of the Study
The results of this study will provide financial guidance to managers, business consultants and investors with the necessary techniques of combining debt and equity and being able to maximize company performance. This study will assist decision makers especially finance managers and policy costs planners of both public and private companies to make more informed policy judgments about the balance of debt and equity capital, therefore increase shareholders value and reduce bankruptcy. This study will be used by investors and other people with the intention of investing to analyze the companies and see what kind of capital structure mix generates more profit for the company. This study will assist other academicians to write further studies concerning financial issues and add the knowledge to the community. Academicians who intend to write dissertations for Master's and Bachelor's Degrees programs provided in Nigeria and in other parts of the world may use the study results as the reference to support their studies.
This study will assist finance managers and other finance officers in public listed companies to advice on their management about the best source of finance which contribute more profitability of the company. Investors and other company stakeholders after reading this study will be in a position to know the profitability and capital structure indicators of the companies in which they would like to invest and acquire returns in terms of dividends or capital gains
1.7 Scope of study
The study will measure the impact of capital structure on firm’s performance of listed service companies in Nigeria, using 16 listed service companies in Nigeria as sample within the time frame of 2011 to 2020.
1.8   Limitation of the study.      
  However, in the course of carrying out this research, the researcher encountered several constraints which are worth noting. The researcher encountered difficulty in gathering data due to limited journal of this study due to time constraints. Despite these challenges, the researcher came out with valid and reliable result.
1.9   Organization of the study
This study is organized into five chapters. Chapter one is the introductory part, and it covers the background of the study, statement of the research problem, research objective, research questions, hypothesis of the study, significance of the study, scope of the study, limitations of the study, organization of the study and definitions of key terms. In chapter two, the researcher presents the review of related literature, consisting subheads which are treated in sections as the conceptual framework, theoretical framework and empirical framework. Chapter three is the research methods and it comprises the research design, the research area, population of the study, sample and sampling techniques, source and method of data collection, method of data analysis, model specification and decision rule among others. Chapter four is devoted to data presentation, analysis and interpretation of findings while chapter five gives the full summary of work done, conclusion and make recommendation base on the findings of the study.

1.10 DEFINITION OF TERMS
Capital Structure: Capital structure is how a firm would be able to fund its future investments projects via debt, equity or mixed. 
Company Profitability: This is an outcome or result of company business operations. That company result is the change amid the company revenue and expenditure. 
Balance Sheet: A statement that indicates the financial condition or the state of affairs of a business at a particular moment in time.
Profit and Loss Account: A score board of the firm’s performance during a period of time. It reflects the results of operations for a period of time. 






                                     






                                                         CHAPTER TWO
LITERATURE REVIEW
2.1      Introduction
 This section draws related materials from different studies carried out in the past and in different areas. It comprises of the conceptual review, empirical review and conclusion. Conceptual literature focuses on the main theories and principles of capital structure. Capital structure of a business entity was described and also the various ways of measurement. Performance of a business is discussed and the method measurement is also explained. The empirical literature will focused on the various relevant empirical studies undertaken on capital structure of firms while the conclusion provided the theoretical and conceptual framework.

2.2     CONCEPTUAL REVIEW 
2.2.1 Capital Structure Ratio
Capital structure ratio is represented by leverage ratios indicate the percentage of debt and equity in financing the firm’s assets, Pandey (2010). To judge the long term financial position of a firm, financial leverage or capital structure ratios are calculated. These ratios indicate a mix of funds provided by owners and lenders. As a general rule, In order to finance the firm's assets, the right balance of debt and equity should be used. The use of debt enhances the earnings of shareholders while also increasing their risk. Creditors treat the owner’s equity as a margin of safety that is if the equity base is thin, then creditors risk will be high.
2.2.2 Debt Ratio	
According to Pandey (2010) debt ratio normally used to analyze the long term solvency of a firm. The firm may be interested in knowing the proportion of the interest-bearing debt in the capital structure. Debt to equity ratio is the relationship describing the lenders contribution to the company. Chandy (2012) defined debt to equity ratio as the financing of total assets of a business concern done by owner’s equity (also known as internal equity) as well as outside debts (known as external equity). The amount of money put up by the owners and the amount put up by outsiders in the acquisition of total assets is a big determinant in a company's long-term solvency. In other words, the link between borrowed funds and owner capital is a widely used indicator of a company's long-term financial viability.
2.2.3 Factors Determining Capital Structure
Different previous studies have been indicating either negative or positive influence on firms leverage ratio. Factors like firms profitability, tangibility of assets, company growth and size are said to affect firm leverage. Profitable businesses Companies obtain debt funding because of their capacity to meet their obligations; companies with a high percentage of tangibility assets have a better chance of attracting more lenders since noncurrent assets serve as collateral for loan repayment.
In terms of company size, bigger firms are more diversified and the chance for them to become bankruptcy is less hence attracts more financiers. Narayanasary (2015) measured the determinants of capital structure using leverage as dependent variable against profitability, tangibility, growth, size and non-debt tax shield as independent variables. Researcher used multiple regression analysis and revealed the positive impact of firm’s profitability, firm’s growth, size and non-debt tax shield on firms leverage while only tangibility of assets showed negative relationship.
2.2.4 Profitability Ratio
Chandy (2012) defined profitability ratio as a measure of the operating efficiency and performance of the company. Users of financial statements like management, shareholders, suppliers and customers are interested with performance ratios because they help them to judge the company performance. Shareholders require profitability information because help them to judge the survival of the company in which they have invested. Creditors of the company want to get interest and repayment of principal regularly. Moreover, for owners of the company a good profitability ratio assure them to acquire a huge required rate of return.
2.2.4.1 Return on Asset
This is the ratio showing the contribution of company assets on profitability of the company. The greater the ratio the greater the company performance contributed by company assets of that company.
2.2.4.2 Return on Equity
This is the contribution of shareholders fund (equity) in generation of company profit. It is a ratio of company profit to shareholders fund. The greater the ratio the greater the performance of a company generated by equity.
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Figure 2.3 Conceptual Framework (Capital structure vs. Company profit) 
This section defined the key concepts of the study and those concepts were capital structure and profitability of a company which were the study variables.
From conceptual framework figure above, debt ratios on the left hand side represented the     independent variables (capital structure) while profitability ratios on right hand side represented the dependent variables (company profit). This figure above represented the two regressions equations; the first equation represent the relationship between return on asset and debt ratios or capital structure variables while the second equation represent the relationship between return on equity and debt ratios or capital structure variable. Researcher tested the relationship between the variables got the results and compare them with trade off theory of capital structure.
Researcher used trade off theory to back up the study results because the theory also states the relationship between company debt and its performance. Because this study revealed the mixed results, therefore some variables relationship were consistent with the tradeoff theory while other variables relationship were not consistent with the tradeoff theory of capital structure.
2.3 Theoretical Framework
The theories relating to capital structure are reviewed under this section. Most researchers on capital structure and firms performance practices have often used pecking order theory, the static trade-off theory and the Modigliani-miller theory.
Capital structure and its theories means a combination of all long term sources of finance. It includes equity share capital, reserves and surplus, preference share capital, loan, debentures and other long term sources of finance. A company has to decide the proportion in which it should have its own finance and outsiders finance particularly debt finance, based on the proportion of finance, weighted average cost of capital (WACC) and value of a firm are affected. There are four approaches to this, viz. net income, net operating income, traditional and M&M approach, Borad (2019. According to Borad 2019, capital structure is the proportion of all types of capital viz. equity, debt, preference etc. it is synonymously used as financial leverage or financing mix. Capital structure deals with the question of what should be the ratio of debt to equity, this question answers the to meeting the objectives of the firm which is the financing decision to maximize shareholders wealth or increase the value of the firm and the question of if a change in the financing mix would have any impact on the value of the firm or not. This question is important because some theories believe that financial mix has an impact on the value and others believe it has no connection. Financial leverage is the extent to which a business firm employs borrowed money or debts. In financial management, it is a significant term and it is a very important decision in a business

2.3.1 Pecking Order Theory
The model's main prediction is that firms will not have a target optimal capital structure, but instead will follow a pecking order of incremental financing choices that places internally generated funds first, followed by debt issues, and finally new equity financing only when the firm has reached its "debt capacity. The theory is based on costs generated from asymmetric information between managers and the market, according to Myer and Mujluf (1984), and the assumption that the trade-off theory cost advantages to debt financing are of issuing new securities.The cost of equity includes the cost of new issues of shares and the cost of retained earnings. The cost of debt is cheaper than the cost of both these source of equity funds. Considering the cost of retained earnings. The cost of debt is cheaper.
2.3.2 The Agency Cost Theory 
This theory of capital structure according to this capital structure theory, the best capital structure is established by reducing the costs associated with conflicts between the parties involved. Because of the potential for conflict between shareholders and debt holders, Jensen and Meckling (1976) believe that agency cost plays an essential role in financing decisions. If companies are on the verge of going bankrupt, shareholders can encourage management to make choices that effectively expropriate funds from debt holders and give them to equity holders. If this wealth transfer is possible, sophisticated debt holders will demand a higher return on their money. Debt, and the interest payments that go with it, may, on the other hand, diminish the agency conflict between shareholders and management. Debt holders have legal recourse if management fails to make interest payments when they are due, so managers who are concerned about losing their jobs will operate the company as efficiently as possible to meet the interest payments, aligning their behavior closer to shareholder wealth maximization. Jensen and Meckling (1976) define agency costs as the total of the principal's monitoring costs, the agent's bonding costs, and a residual loss. They also argue that the use of secured debt might reduce the agency cost of debt. Agency Theory demonstrates that in the decision about a firm’s capital structure, the agency conflicts between shareholders and managers is affected by the level of leverage, as it encourages or constrains managers to take decisions in the interest of shareholders and their operation decisions and behaviors affect the firm performance. Thus, the use of debt capital will minimize the agency cost since the payment of debt interest reduces the surplus cash.
2.3.3 Static Trade-off Theory 
The theory of Static trade-off opined that trade-off exists between the gains of increasing debt quantum and the costs of increasing indebtedness. Gains in going for more debt instead of more equity funds are mainly in the relief of tax while the extra costs of extra debt relate to the greater risks from financial distress. The theory thus postulated that business organizations should have a gearing level that is optimal and the gearing level which is optimal for a business organization is reached at a point where the extra gains of taking an extra debt capital equals the extra costs of taking on the extra debt. Thus, the theory has been criticized by several other theories on the basis that organizations do not have an optimal gearing level.
2.3.4 Market Timing Theory
 The theory of market timing states that, selection of the method of financing can be influence by capital market available opportunities and that these opportunities occurs as an outcome of skewness of information. Hence, it emphasized that, decision makers of business organizations should understand when the future expectations for the business organization are than the prospects of investors, also when the chances for the future are worse than the prospects of investors. In line with the privilege information, the theory evoke that decision makers should consequently identify situations where organization’s shares are at present under or overvalued. Accordingly, organizations move on such information to issue new shares when they consider the stock price to be overvalued and should consider share repurchases when they consider the share price to be undervalued. Taking advantage of market opportunities to issue new securities or buy back existing securities has an impact on the gearing level (Ater, 2017). In a nutshell, the idea contends that firms lack an optimal gearing level target, and that market possibilities and market timing have influenced their finance selections most of the time (Abeywardhana, 2017). The Traditional Model of Capital Structure serves as the theoretical underpinning for this research. Under this the value of the company is affected in the way it is financed. According to this model, change in capital structure directly affects the firm’s market Value. The optimal capital structure is found where the weighted average cost of capital is the lowest. Under this model the value of the company and its capital structure are related
Under traditional model of capital structure, there are two main assumptions described, the first statement is that all earnings are distributed as dividends that mean no retention by the company and the second assumption is that firm’s earnings are expected to remain constant throughout.
According to Frentzel (2013) with his study on capital structure theory since Modigliani and Miller, stated that “the traditional view of capital structure assume that there is a specific optimal gearing level that eventually minimizes the cost of capital and maximizes the value of the firm and shareholders wealth”.

2.4 Empirical Review
The  empirical  evidence  on  capital structure  and  firm  performance  particularly  in  Nigeria  is scanty (see Onwualah, 1998; Sobodu, 1998; Salawu, 2007; Salawu & Agboola, 2008; Adesola, 
2009;  Onaolapo &  Kajola  2009; Akintoye,  2009).  More so, the  few  studies  do not  provide 
analyses  of  the  dynamic  relationship between  capital  structure  and  firm  performance.
Several empirical research on the relationship between capital structure and company profitability have been undertaken all around the world. In most cases, researchers came up with mixed results; some revealed a positive relationship between the variables, others revealed the negative relationship while other researchers revealed the contradictory results between study variables. Such kind of results shows that the topic is still debatable hence it’s high time to measure such relationship in the listed service companies in Nigerian stock exchange.
 The decision on capital structure is one of the most difficult issues facing businesses because it influences the company's profitability and existence. According to Kipesha (2014), commercial enterprises, particularly small ones, are reported to die or perform poorly due to many problems that managers face while making financing decisions. Because capital structure decisions have such a large impact on firm performance, studies have been done to assess its applicability, with conflicting findings. Researcher targeted the previous researchers, those who revealed the positive relationship, those who revealed negative relationship and those who revealed no relation.
The first group of researchers tested the relationship between capital structure and company profit proved the negative results between the variables as follows; Mireku (2014) in Ghana listed companies revealed that firms financial performance have negative relationship with financial leverage and depend more on internal source of finance thus supporting the pecking order theory. Chisti (2013) in listed companies in India discovered that Debt to equity ratio of Indian listed companies was negatively correlated to profitability ratios. This empirical evidence shows only the negative relationship between the variables without showing the other source of finance which is mostly preferred by Indian Listed companies which might prove the applicability of the capital structure theories.
Kayode (2014) in Nigeria conducted a study on the effect of capital structure on firm performance in Nigeria using the panel data of 10 companies from 2003 to 2012. To evaluate the association between performance variables of return on asset and return on equity and capital structure variables of total debt to total assets and total debt to equity, the researchers used descriptive and regression techniques. He discovered that capital structure was negatively associated to firm performance in his research. In Ukraine, Lavorskyi (2013) did a study on the impact of firm performance. The association between the capital structure variable of leverage ratio and the performance variables of return on assets, total factor productivity (TFP), and EBIT margin was measured using regression. After analyzing the relationship, researcher found that firm leverage was negatively affecting firm performance.
Another study was done by Tailab (2014) used a sample of 30 energy American firms for a nine-year period from 2005 to 2013 to test the effect of capital structure on profitability of energy American firms, and found a negative relationship between debt ratios and performance variables such as return on equity (ROE) and return on asset (ROA), while company size in terms of sales indicated a positive relationship. The researcher used the multiple regression approach to evaluate his data, finding that independent variables such as short term debt, long term debt, total debt to equity ratios, and firm size as defined by company sales predicted 10% and 34% of ROE, respectively. Leon (2013) conducted another study on the impact of capital structure on the financial performance of Sri Lankan listed manufacturing enterprises. He examined the association between the factors using panel data from 30 publicly traded oil and gas companies from 2008 to 2012. SPSS was used to examine the data and test hypotheses using correlation and regression analysis. The results of his research demonstrated that there is a considerable negative association between leverage and return on equity, whereas there is no relationship between leverage and return on asset.
Nasreem (2013) used a sample of 83 companies registered on the Karachi stock exchange to investigate the association between capital structure and financial performance in Pakistan. The debt to equity ratio was employed as a proxy for business performance, while other ratios such as earnings per share, price earnings ratio, operating profit margin, return on asset, and return on equity were also used.  After examining data using a regression model, the researcher discovered that a company's capital structure had a significant impact on its financial performance, and the association was negative in nature. Capital structure also had a negative relationship with the company's market value. Marietta (2012) used multiple regression analytical models to measure the relationship between independent variables of institutional debt and institutional equity as capital structure variables and dependent variables of ROA and ROE as firm performance variables in Kenya listed companies, and found that total debt and firm performance have a negative relationship between total debt and firm performance. In terms of the relationship between equity and company performance, his research found that using Pearson correlation, there is a strong positive correlation between return on equity (ROE) and total equity. Furthermore, Ratheepkanth (2011) found empirical evidence of a negative association between capital structure and firm profitability in Sri Lankan listed companies. The study by Kaaya (2013) about the relationship between capital structure and commercial bank performance in Nigeria concluded that the relationship between these two variables (capital structure and bank performance) was negative and their results were significant at 5% significant level.
Another study conducted by Shubita (2012), measured the relationship between capital structure and profitability of Jordan companies.  To achieve the desired results, the researchers used correlations and multiple regression analysis to quantify the association between variables. The researcher compared ROE to capital structure variables such as short-term debt to asset, long-term debt to asset, and total debt to asset as independent variables. The study's findings revealed a negative relationship between debt financing and profit. Their findings implied that an increase in debt position is associated with a decrease in profitability of companies, thus the higher the debt the lower the profitability of the firm. The researcher used only one performance measure of ROE to come up with the conclusion, this study used two company performance measures of ROE and ROA to analyze their relation with capital structure indicators.
 Toraman (2013) examined a Turkish oil and gas company and discovered a negative relationship between short-term debt to total assets, long-term debt to total assets, and return on assets (ROA). He also discovered that the total debt-to-equity ratio had no bearing on ROA. Using a sample of 28 manufacturing industries, the researchers utilized a regression model to determine the association between capital structure and firm profitability.
Another study by Ntogwa (2014) with his study on the influence of capital structure on working capital and growth opportunity of a firm in Nigeria, found that the growth opportunity of listed companies in Nigeria does not depend on the capital structure but depends on the investment opportunity available in that company. Feng (2013) in Sweden listed companies used regressions and correlations models to measure such relationship and revealed the negative relationship between capital structure and corporate performance.
From 2000 to 2010, Badu (2012) examined the association between capital structure and bank performance in seven Ghanaian listed banks. His study's regression results revealed that capital structure is inversely associated to listed bank performance in terms of return on equity. To come up with the study results, he employed one profitability metric of return on equity, but this study also included return on assets as another sign of corporate profitability.
Using a regression model, Lovorskyi (2013) discovered that firms' leverage ratio had a negative impact on performance indicators such as return on asset (ROA) at a confidence level of -0.098, leverage against earnings before interest and tax (EBIT) at -0.119, and leverage ratio against total productivity factor at -0.458. Zeitun (2007) employed a sample of 167 Jordanian enterprises from 1989 to 2003 in another study in Jordan. His findings revealed a negative association between the capital structure indicators of total debt to total assets, long term debt to total assets, and short term debt to total assets, as well as the firm performance indicator of return on asset, short term debt to total assets and total debt to total equity.
Odita (2012) examined the impact of capital structure on firm performance in Nigeria using regression and Pearson correlation. He employed return on assets and return on equity as performance metrics, while debt ratios were used as capital structure measures, with asset turnover, firm size, age, asset tangibility, and firm growth opportunity as controlling factors.
 His findings revealed a negative and significant link between return on assets and return on equity against debt ratio performance indicators. In Saudi Arabia, Alawwad (2013) used regression analysis to examine the relationship between capital structure variables and firm performance indicators. He discovered that all levels of debt ratios had an inverse relationship with firm performance indicators such as return on asset (ROA), return on equity (ROE), and profit margin.
The second group of researchers looked at the link between capital structure and corporate profitability and discovered a positive correlation between the study's measurable variables. Hughes (2013) found a strong positive association between short-term debt and profitability, but a negative relationship between profitability and long-term debt among Ghanaian enterprises. The study's overall findings found that Ghanaian companies listed on the Ghana Stock Exchange were more reliant on short-term debt than long-term debt. Uremagu (2012) Olalebe (2013) and Adesina (2015) in Nigerian companies, their studies revealed that profita                                                                                                                                                                                                                                                                                                                     bility of Nigerian firms depends on capital structure components.
Another study was done by Abiodum (2012) on the effect of optimal capital structure on manufacturing firms performance in Nigeria, used a sample of 10 firms from 2000 to 2009. Researcher used debt ratio as capital structure variable against company performance, and found that there is a relationship between the distribution of debt ratio and corporate performance and their main conclusion was that the manufacturing industries was consistent with trade off theory. That means debt ratio has positive relation with corporate performance.
Moreover To examine the link between the variables, Soyebo (2014) employed performance metrics such as return on assets (ROA) and return on equity (ROE), as well as capital structure ratios such as debt to equity and debt to asset ratios. From 2000 to 2011, a panel data of ten organizations was tested using a correlation coefficient and regression approach.
 His findings showed that the relationship between capital structure and return on asset is not significant across all firms, and that the relationship between return on equity and debt to asset ratio is insignificant, but that the relationship between return on equity and debt to equity ratio is significant for all firms. This shown that a company with a high gearing ratio has a high profit margin. 
Zuraidah (2012) in Malaysia, measured the relationship between the capital structure indicators of short term debt, long term debts and total debts against performance indicators of return on assets and return on equity. Researcher used panel data of 58 firms from 2005 to 2010.The results of the study indicated that only Short term debt and total debt had a significant relationship with return on assets(ROA), other capital structure variables had a significant relationship with return on equity(ROE).
Another study showing positive relationship was conducted by Priya (2013) who targeted listed trading companies in Sri-lanka, and analyzed variables using correlation method and come up with the conclusion that debt to asset ratio and debt to equity ratio of listed companies correlated with gross profit margin, net profit, ROCE and ROE at significant level of 0.05 and 0.1  Their final result was that capital structure and financial performance of listed companies in Sri Lanka had a positive association. Mwangi (2014) focused on non-financial companies listed in Kenya and found that financial leverage has a detrimental impact on non-financial companies' performance as assessed by return on equity on the Nairobi stock exchange.
Jaffna (2013) analyzed the impact of capital structure on financial performance of the listed trading companies in Sri Lanka. He used companies data listed in Sri-lanka stock exchange during 2006 to 2010 and came up with the following results. He used correlation analysis and revealed that debt asset ratio and debt equity ratio and correlated with gross profit margin, net profit margin, ROCE, ROA and ROE at significant level of 0.05 and 0.1 Finally their results concluded a positive relationship between capital structure and financial performance.  Pouraghan (2012) conducted another study in which he used Pearson correlations and multiple regression models to test independent variables such as debt ratios and controlling variables such as firm size, firm age, asset tangibility, and growth opportunities against dependent variables such as return on assets and return on equity. He subsequently discovered that debt ratios and performance metrics have a substantial negative association. Furthermore, the researcher observed a positive correlation between controlling variables and company performance variables. Other empirical research have yielded conflicting results, with certain study variables revealing a negative link while others revealing a favorable one. Goyal (2013) used regression analysis to examine the study variables in his study on listed public sector banks in India.  His findings confirmed that short-term debt to capital has a strong positive relationship with all profitability measures such as ROA, ROE, and EPS, whereas long-term debt to capital and total debt to capital have a negative relationship with return on assets (ROA), return on equity (ROE), and earnings per share (EPS) (EPS). Mihael (2012) found a conflicting relationship between capital structure and company performance in Romanian listed enterprises. His findings show that there was a positive and negative association between capital structure and firm performance.  As a result of this conclusion, it was unclear if capital structure influenced performance or not; hence, more research into this link is required. Abbasali (2012) tested the link between independent variables of debt ratios and dependent variables of return on asset (ROA) and return on equity (ROE) in Tehran using Pearson correlation and multiple regression models.  
 Asset turnover, business size, asset tangibility, and growth opportunity were also employed as controlled factors in the study. The study's findings revealed a negative correlation between debt ratio and financial success. Furthermore, the findings revealed a significant positive link between asset turnover, business size, asset tangibility, and growth possibility with financial success.
Study by Kipesha (2014) with his study on commercial banks in Nigeria, used fixed effect regression model with the help Housman test to measure the relationship between capital structure and banks performance. His results indicated the a presence of significant negative relationship between total debt to equity and long term debt to equity with bank cost efficiency and return on equity, something which implies the presence of negative tradeoff between firm leverage and firm performance. The same study indicated a causality relationship between firm leverage and return on asset.
The other empirical studies base on capital structure have either supports or not supporting the earlier capital structure theories of Irrelevancy theory by Modigliani and Miller, Pecking order theories and trade off theories.  Bundala (2012) investigated whether Nigerian listed businesses use Pecking Order Theory, Agency Cost Theory, or Trade Off Theory in his research. His findings found that Pecking Order Theory, which predicts substantial positive slopes for growth rate, liquidity, dividend payout, and asset tangibility variables and a significant negative slope for profitability, has some support. These results show that there is a need to prove this relationship in Nigerian environment. 
The study by Naidu (2011) in South African companies his findings suggested that, an increase in the usage of debt by a bank has some effect of increasing the profitability of that bank but it was not the sole determinant of an increase in profitability. The findings were significant as it supported the MMII where a firm can increase its value by increasing its use of cheaper debt finance. The results of his study supports the Modigliani and Miller theory II that debt finance is the best approach that influence the increase of the firm’s value. The proposed study will reveal the truth of this argument after the final analysis on the relation between the capital structure and profit of Nigeria Listed companies.
Miglo (2010) with his study was about the implications of pecking order theory, trade off theory, signaling and market timing theory by listed firms. His empirical evidence confirmed that under trade off theory, the leverage of firms was inversely related to the expected bankruptcy costs. The implication on pecking order theory showed that there was a negative correlation between debt and profitability of the firms. Since the implication of two theories of trade off and pecking order theory are mostly related with the proposed study, then the researcher used the correlation results to approve or disapprove theories with the real behavior within the public listed companies in Nigeria. Pontoh (2013) in Indonesia listed companies used regression model to measure the relationship and revealed that companies in Indonesia depend their funding from internal source, so their companies had application of pecking order theory.


2.5 SUMMARY OF REVIEWED LITERATURE
Many researchers who tested the relationship between capital structure and firm profitability came up with controversial results; some discovered the negative relationship between the variables, some discovered positive relationship while others revealed no relationship between capital structure and profitability. That situation gave the chance for a researcher to add the knowledge by testing the relationship between capital structure and firm’s profitability using listed service companies in Nigeria. Because this topic is still debatable, therefore it was high time to be analyzed, and compare its results with the capital structure theories and see whether there is any relation between them. Also many similar studies about capital structure in Nigeria relied on analyzing the relationship between capital structure and commercial bank performance. Study by Kipesha (2014) and Kaaya (2013). This study targeted service companies listed in Nigerian stock exchange.


                      
         






                                                 








                                                    

                                                        
                                                             CHAPTER 3
                                                          METHODOLOGY
3.0     Inroduction
Methodology describes the procedures to be followed in realizing the goal and objectives of research (ogolo, 2012). This chapters therefor presents in details the instrument and procedure that is employed for this research. It discusses the research design, study area, population of the study, sample size and sampling technique, source of data collection, instrument of data collection, method of data and model specification.
3.1   Research Design
Ex-post facto research design was used for this research. This is ideal for this study as it measure the effect of one variable on another using past figures and calculations.
3.2 Population of study
The population of this study comprises all the listed service companies in Nigerian stock exchange. . The study sample was purposefully selected from sixteen service companies within a ten years of operation from 2011 to 2020.

3.3 Sample and Sampling technique
The sample is selected using purposive sampling technique. 16 companies were selected out of 161 companies on the Nigerian Stock Exchange.
3.4 Nature of Data Used
Researcher used a secondary data from published financial statements, during the period of data collection process. Data were collected and analyzed using descriptive, regression and correlations analysis of SPSS statistical tool.
 3.5 Methods of Data Collection
Data were collected from the secondary source by reviewing annual financial statements of listed service companies listed in Nigerian stock exchange. A panel data of 16 service listed companies from 2011 up to 2020 was be used. 

3.6   Instrument of data collection
For the purpose of this research, annual report of the companies was used as the instrument for collection of secondary data. The annual report was collected from the Stock Exchange Website..
3.7   Data Analysis Technique 
In analyzing the data, the researcher made use of statistical packaging for social science (SPSS) to generate the multiple regression analysis and test the relationship between the dependent variable and the independent variables.
3.8    Model Specification
 The model that used in testing the hypotheses of the study is presented below: 
Model 1
R0Ait = β0 + β1LDTAit + β2TDTAit + Ɛit 
Where: ROA = Return on asset 
 LDTAit = Long-term debt to total assets for firm i at time t
TDTAit = Total debt to total assets for firm i at time t
β0, β1 – β2 = parameters to be estimated
 Ɛ = error term signifying other variables not captured in the study
Model 2
R0Eit = β0 + β1SDTEi + β2LDTEit + β3TDTEit + Ɛit 
Where: ROE = Return on Equity 
 SDTEit= Short-term debt to Equity for firm i at time t
 LDTEit = Long-term debt to Equity for firm i at time t
TDTEit = Total debt to Equity for firm i at time t
β0, β1 – β4 = parameters to be estimated
 Ɛ = error term signifying other variables not captured in the study 

3.9   Measurement of Variable
	Variable 
	Measurement

	Long-term debt to total asset ratio
	Long –term debt divided by total asset

	Total-debt to total asset ratio
	Total debt ( long- term& short term debt) divided by total assets

	Short term debt to equity ratio
	Short-term debt divided by equity

	Long-term debt to total asset ratio
	Long-term debt divided by equity

	Total debt-equity ratio
	Total debt (long-term & short term debt) divided by equity

	Return on equity (ROE) dependent variable
	Earnings after interest & taxes (EBIT) divided by equity

	Return on asset (ROA) dependent variable
	Earnings after interest & taxes (EBIT) divided by total asset



                                                   

                                     






                                     CHAPTER FOUR
DATA ANALYSIS, RESULTS AND DISCUSSION OF FINDINGS

4.1 Introduction
The aim of this chapter is to incorporate, analyze the accessed data from annual reports of 16 service listed companies in Nigeria covering 10 years (2011-2020) and to provide answers to the questions highlighted in the study objectives. The study findings is on service listed companies in Nigeria. (SPSS), where regression analysis and correlation is used.
 
4.2   Data Presentation 
There are 161 listed service company on the Nigeria stock exchange. This study will cover 16 listed service companies with 160 observations spanning 10 years each, beginning from 2011-2020.
4.3 Data Analysis, Interpretation and Test of Hypothesis 	
Table 1
	Descriptive Statistics

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation
	Skewness
	Kurtosis

	
	Statistic
	Statistic
	Statistic
	Statistic
	Std. Error
	Statistic
	Statistic
	Std. Error
	Statistic
	Std. Error

	SHORT TERM DEBT TO EQUITY
	156
	0
	376
	49.59
	4.851
	60.583
	3.554
	.194
	13.557
	.386

	LONG TERM DEBT TO EQUITY
	156
	-1377
	950
	63.20
	16.143
	201.621
	-1.848
	.194
	20.916
	.386

	TOTAL DEBT TO TOTAL EQUITY
	156
	-343
	12
	-.81
	2.238
	27.958
	-12.025
	.194
	147.795
	.386

	SHORT TERM DEBT TO TOTAL ASSETS
	156
	0
	376
	49.59
	4.851
	60.583
	3.554
	.194
	13.557
	.386

	LONG TERM DEBT TO TOTAL ASSETS
	156
	0
	189
	22.87
	2.232
	27.877
	2.619
	.194
	10.376
	.386

	DEBT TO TOTAL ASSETS
	156
	14
	395
	72.46
	4.808
	60.053
	3.193
	.194
	11.912
	.386

	RETURN ON ASSETS
	156
	-120
	34
	-2.03
	1.466
	18.313
	-3.612
	.194
	17.864
	.386

	RETURN ON EQUITY
	156
	-981
	10265
	69.12
	66.393
	829.250
	12.139
	.194
	150.212
	.386

	Valid N (listwise)
	156
	
	
	
	
	
	
	
	
	


Source: SPSS, 2021
From the table 1 above, the statement of the short term debt to equity has a minimum statistic of 0, maximum statistic of 376, mean statistic value of 49.59 and standard deviation of 60.583. The statement of the long term debt to equity has a minimum statistic of -1377, maximum statistic of 950, mean statistic value of 63.20 and standard deviation of 201.621. The statement of the total debt to total equity has a minimum statistic of -343, maximum statistic of 12, mean statistic value of -81 and standard deviation of 27.958. The statement of the short term debt to total asset has a minimum statistic of 0, maximum statistic of 376, mean statistic value of 49.59 and standard deviation of 60.583. The statement of the long term debt to total asset has a minimum statistic of 0, maximum statistic of 189, mean statistic value of 22.87 and standard deviation of 27.877. The statement of the debt to total asset has a minimum statistic of 14, maximum statistic of 395, and mean statistic of 72.46 and standard deviation of 60.053. The statement of return on asset has a minimum statistic of -120, maximum statistic of 34, mean statistic of -2.03 and standard deviation of 18.313. The statement of return on equity has a minimum statistic of -981, maximum statistic of 10265, mean statistic of 69.12 and standard deviation of 829.250.

Table 2:
	Model Summaryb

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

	
	
	
	
	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change
	

	1
	.372a
	.138
	.127
	17.111
	.138
	12.275
	2
	153
	.000
	1.133

	a. Predictors: (Constant), DEBT TO TOTAL ASSETS, LONG TERM DEBT TO TOTAL ASSETS

	b. Dependent Variable: RETURN ON ASSETS


Source: SPSS, 2021
From the table 2 above, the summary of the model which indicates that the adjusted R-squared accounts for 12.7% meaning that there is variability in the dependent variable (Return on Assets) which is as a result of 12.7% variability in the independent variable (Debt to Total assets, Long term Debt to Total Assets).

Table 3:
	ANOVAa

	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	1
	Regression
	7187.675
	2
	3593.837
	12.275
	.000b

	
	Residual
	44793.741
	153
	292.770
	
	

	
	Total
	51981.416
	155
	
	
	

	a. Dependent Variable: RETURN ON ASSETS

	b. Predictors: (Constant), DEBT TO TOTAL ASSETS, LONG TERM DEBT TO TOTAL ASSETS


Source: SPSS, 2021
From the table 3 above, the ANOVA test whether the overall regression model is a good fit for the data. The study shows that the overall model is significant which means that the independent variable statistically significantly predict the dependent variable since F (2,153) = 12.275, p (0.000) ˂ 0.05.
Table 4:
	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.
	Correlations
	Collinearity Statistics

	
	B
	Std. Error
	Beta
	
	
	Zero-order
	Partial
	Part
	Tolerance
	VIF

	1
	(Constant)
	6.722
	2.292
	
	2.932
	.004
	
	
	
	
	

	
	LONG TERM DEBT TO TOTAL ASSETS
	-.041
	.050
	-.063
	-.815
	.417
	-.138
	-.066
	-.061
	.955
	1.048

	
	DEBT TO TOTAL ASSETS
	-.108
	.023
	-.353
	-4.602
	.000
	-.367
	-.349
	-.345
	.955
	1.048

	a. Dependent Variable: RETURN ON ASSETS


Source: SPSS, 2021
From the table 4 above, the coefficient indicate the influence of the individual independent variable on the dependent. From the statement that the long term debt to total assets has a t-coefficient -0.815, p-value of 0.417 which is ˂ 0.05 and the  VIF of 1.048 which is ˂10. The results shows that the Long term Debt has a positive influence on Return on Assets. From the statement that the debt to total assets has a t-coefficient -0.4602, p-value of 0.000 which is ˂ 0.05 and the VIF of 1.048 which is ˂ 10. The results shows that the Debt to total assets has a positive influence on Return on Assets.

Table 5:
	Model Summaryb

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

	
	
	
	
	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change
	

	1
	.996a
	.991
	.991
	78.495
	.991
	5715.691
	3
	152
	.000
	1.139

	a. Predictors: (Constant), TOTAL DEBT TO TOTAL EQUITY, SHORT TERM DEBT TO EQUITY, LONG TERM DEBT TO EQUITY

	b. Dependent Variable: RETURN ON EQUITY


Source: SPSS, 2021

From the table 5 above, the summary of the model which indicates that the adjusted R-squared accounts for 99.1% meaning that there is variability in the dependent variable (Return on Equity) which is as a result of 99.1% variability in the independent variable (Debt to Total assets, Long term Debt to Total Equity).




Table 6:
	ANOVAa

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	105650161.679
	3
	35216720.560
	5715.691
	.000b

	
	Residual
	936534.505
	152
	6161.411
	
	

	
	Total
	106586696.184
	155
	
	
	

	a. Dependent Variable: RETURN ON EQUITY

	b. Predictors: (Constant), TOTAL DEBT TO TOTAL EQUITY, SHORT TERM DEBT TO EQUITY, LONG TERM DEBT TO EQUITY


Source: SPSS, 2021

From the table 6 above, the ANOVA test whether the overall regression model is a good fit for the data. The study shows that the overall model is significant which means that the independent variable statistically significantly predict the dependent variable since F (3,152) = 5715.691, p (0.000) ˂ 0.05.

Table 7:
	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.
	Correlations
	Collinearity Statistics

	
	B
	Std. Error
	Beta
	
	
	Zero-order
	Partial
	Part
	Tolerance
	VIF

	1
	(Constant)
	35.197
	8.937
	
	3.939
	.000
	
	
	
	
	

	
	SHORT TERM DEBT TO EQUITY
	-.233
	.106
	-.017
	-2.193
	.030
	.064
	-.175
	-.017
	.964
	1.038

	
	LONG TERM DEBT TO EQUITY
	.322
	.042
	.078
	7.663
	.000
	-.604
	.528
	.058
	.554
	1.804

	
	TOTAL DEBT TO TOTAL EQUITY
	-31.036
	.299
	-1.046
	-103.851
	.000
	-.994
	-.993
	-.790
	.569
	1.756

	a. Dependent Variable: RETURN ON EQUITY


Source: SPSS, 2021

From the table 7 above, the coefficient indicate the influence of the individual independent variable on the dependent. From the statement that the short term debt to equity has a t-coefficient -2.193, p-value of 0.030 which is ˂ 0.05 and the  VIF of 1.038 which is ˂10. The results shows that the Short term Debt has a positive influence on Return on Equity. From the statement that the Long term debt to Equity has a t-coefficient 7.633, p-value of 0.000 which is ˂ 0.05 and the VIF of 1.804 which is ˂ 10. The results shows that the Long Term Debt to Equity has a positive influence on Return on Equity. From the statement that the Total Debt to Total  Equity has a t-coefficient -103.851, p-value of 0.000 which is ˂ 0.05 and the VIF of  1.756 which is ˂ 10. The result shows that the Total Debt to Total Equity has a negative influence on Return on Equity. 
4.3 Test of Research Hypotheses
The decision rule for test of the hypotheses in this study will be based on the p-value. This will be considered at 5% level of significance. Thus, the null hypothesis is rejected if p-value˂ 0.05, otherwise it is retained. The decision to reject or fail to reject the null hypotheses (HO) is shown below. 

H01: Long-term-debt ratio has no effect total asset on Return on Asset of listed service companies in Nigeria.
In this case, the null hypothesis which states that long term debt has no effect on return on total assets. From the results, long term debt has a t-coefficient of -0.815 and p-value of 0.417.Therefore, since the p-value is ˃ 0.05 at 5% level of significant this shows a weak evidence against the null hypothesis, therefore, the null hypothesis is retained; and we can conclude that there is no effect between long term debt ratio to total asset on return on asset of listed service companies in Nigeria.

H02: Total–debt ratios to assets has no effect on Return on Asset of listed service companies in Nigeria.
In this case, the null hypothesis which state that total debt ratio to total assets has no effect on return on asset. From the result, total debt has a t-coefficient of -4.602 and p-value of 0.000.  Therefore, since p-value is ˂ 0.05 at 5% level of significance this shows that there is a strong evidence against the null hypothesis, therefore, the null hypothesis is rejected and we can conclude that that there is effect between total debt ratio and total asset on return on asset of listed service companies in Nigeria. 

H03: Short term-debt ratio to equity has no effect on Return on Equity of listed service companies in Nigeria.
In this case, the null hypothesis which state that short term debt ratio has no effect on total asset on return on Equity. From the result, short term debt has a t-coefficient of -1.085 and p-value of -0.280. Therefore, since p-value is ˃ 0.05 at 5% level of significance this shows that there is a weak evidence against the null hypothesis, therefore, the null hypothesis is retained and we can conclude that there is no effect between short term debt ratios to total asset on return on equity of listed service companies in Nigeria.
 
H04:.Long term debt to equity has no effect on Return on Equity of listed service companies in Nigeria.
In this case, the null hypothesis which state that long term debt to equity has no effect on return on equity. From the result, long term debt has a t-coefficient of 7.663 and p-value of 0.000. Therefore, since p-valve is ˂ 0.05 at 5% level of significance this shows that there is a strong evidence against the null hypothesis, therefore, the null hypothesis is rejected and we can conclude that there is effect between long term debt ratios on total asset on return on equity of listed service companies in Nigeria.

H05: Total debt ratio to equity has no effect on Return on Equity of listed service companies in Nigeria.
In this case, the null hypothesis which state that total debt has no effect on total asset return on equity. From the result, total debt ratio has a t-coefficient of -103.851 and p-value of 0.000. Therefore, since p-value is ˂ 0.05 at 5% level of significance this shows that there is a strong evidence against the null hypothesis, therefore, the null hypothesis is rejected and we can conclude that there is effect between total debt ratios on total asset on return on equity of listed service companies in Nigeria.


                                                          CHAPTER FIVE
                                       SUMMARY CONCLUSION AND RECOMMENDATIONS
5.0 Introduction
The chapter targets to capture the results from the study which signifies how the capital structure and firms performance of listed service companies in Nigeria presented a summary of the findings, give conclusions and suggest recommendations according to the research objectives. To be able to raise an optimum capital structure that comprises long term debt, total debt and short term debt the study offered recommendations on how to choose the best source and the ratio that gives the optimum capital structure. It also offered suggestions for further research

5.1 Summary 
This study was conducted to investigate the impact of capital structure on firm’s performance of listed service companies in Nigeria. The study was divided into five chapters. The first chapter discussed the background issues, which led to developing four objectives and formulating four hypotheses for the research with a scope covering six (10) years, from 2011 to 2020. The review of conceptual literature and empirical studies on capital structure and financial performance was carried out. Also, the concept and measurement of firm performance was discussed as well as the review of the relationship between each of the proxies of the independent variables and the dependent variable. The theoretical framework that underpinned the study was also discussed. Correlation research design was used in measuring the relationship among the variables of the study. Data was collected from secondary source through the annual reports and accounts of 16 sampled firms out of a population of 161 listed service companies in Nigerian Stock Exchange that have complete financial records either on their website or in the office of the Nigerian Stock Exchange. Multiple regression using SPSS was used to test the five hypotheses formulated by the study. The result of the descriptive statistics, correlation matrix and regression were presented, analyzed and discussed in chapter four. The regression result could not provide sufficient evidence for the rejection of the null hypothesis is rejected and we can conclude that that there is effect between total debt ratio and total asset on return on asset of listed service companies in Nigeria. The result however provided sufficient evidence for rejecting the second, fourth and fifth hypotheses on total debt to total asset, long term debt to total assets and short term debt to total equity ratios. 

 5.2 Conclusion 
As a corollary of the discussion and analysis in the preceding chapter, the study concludes as follows: Firstly, the study found a positive significant association between long term debt to total assets ratio on return on asset and firms performance. It is therefore concluded that long term debt to total asset is one of the variable of capital structure that contribute in influencing financial performance of listed service companies in Nigeria. In addition, the study found a negative insignificant association between total debt to total asset ratio on return on equity and firms performance of listed service companies in Nigeria. Thus, the study concluded that total debt to total asset is not one of the factors that influence the firm’s performance of listed service companies in Nigeria. Also, the study found a positive significant association between short term debts to total asset on return on equity of listed service companies in Nigeria. Thus, the study concluded that short term debt ratio is one of the factors that influence the firm’s performance of listed service companies in Nigeria. Furthermore, long-term debt to total assets ratio on return on equity was found to have negative significant impact on firm’s performance of listed service companies in Nigeria. Found the study therefore, concluded that long-term debt to total assets ratio on return on equity is one of the strong determinants of the firm’s performance of listed service companies in Nigeria. More so, the study found a negative significant relationship between the ratio of total debt to total assets on return on equity and the firm’s performance of listed service companies in Nigeria. Thus, the study concluded that total term debt to total asset on return on equity is amongst the determinants of the firm’s performance of listed service companies in Nigeria.






5.3 Recommendation
  Recommendations In line with the findings of the study, the following recommendations are made 
i. [bookmark: _GoBack]The management of Nigerian listed service companies should work very hard to optimize the capital structure of their listed service in order to increase the firms performance.They can do that through ensuring that their capital structure is optimal.
ii. Management of Nigerian listed service companies should increase their commitments into long term debt to total asset on return on equity in order to improve firm performance from their business operation. This is in line with the findings of this study that the long term debt of listed service companies in Nigeria influences their financial performance positively.
iii.   The Management of Nigerian listed service companies should be concerned about the level of their total debt to total asset, for better firm performance. This is because the findings of this study revealed a negative insignificant relationship the variables and firm performance. The Management of Nigerian listed service companies should be concerned about the level of their total debt to total asset, for better firm performance. This is because the findings of this study revealed a negative insignificant relationship the variables and financial performance.
iv.  Stakeholders of listed service in Nigeria should also reduce the level of total debt to total assets and long term debt to total asset of any firm in order to improve firm performance. This is in line with the findings of this study that revealed a negative significant impact of total debt and long term debt on firm’s performance of listed service companies in Nigeria.
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Figure 2.3 Conceptual Framework (Capital structure vs Company profit)
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