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CHAPTER ONE
INTRODUCTION
1.1  BACKGROUND OF THE STUDY 
The  sustainability of  a firm  heavily depends on the ability and  success  of its financial management function (Karaduman  et  al  2011).  Traditionally,  corporate  finance  involves  capital  budgeting,  capital  structure  and working  capital  management,  capital budgeting  and  structure,  such as  investments in  fixed assets are  about the management of long-term capital and attract more attention than working  capital management in finance literature. 
However, working capital management is also a very important field of corporate finance, because of  its  considerable  effects on  the firms  profitability and liquidity (Nazir  and Afza,  2009,  Chiou,  et al 2006, and Alshubiri;  2011)  In order to  maintain  its  activity  firms   typically need  two types of assets,  fixed assets and  current  assets.  Fixed  assets  which  include,  building,  plant,  machinery,  furniture,  fixture  and  fitting among  others  are not  only  purchased for the purpose  of resale, but also for operational purposes (Singh and Pandey,  2008).  On  the  other  hand, current  assets  are  seen as  key  components  of  the  firm`s  total  assets.  
Afirm  may  be  able  to  reduce  its  investment on  fixed assets  by  leasing,  but this becomes  practically  difficult for current assets. (Afza and Nazir 2008).
A firm’s investment in current assets such as cash, bank deposits, short term securities, accounts receivables and inventories are called working  capital. To  put it  differently, net working capital  is the surplus of current assets  over the short  term  liabilities and  represents the liquidity margin  available to meet  the cash  demands in order  to  maintain  the daily  operations  and  benefit  from  the profitable  investment  opportunities (Yaday, Kamtt  and  Manjrekar,  2009,  Padachi,  2006).  Therefore  it  is  possible  to  say  that  working  capital  can  be regarded as lifewire of the firm and its efficient management can ensure the success and the sustainability of the firm while its inefficient management may lead the firm to bankruptcy (Padachi, 2006).  
In  this  framework,  working  capital  management  represents  the  decision  about  the  manipulation  of  ratios which  involves managing the relationship between a  firm’s current assets and current liabilities.  One of the main  purposes of working capital management is to  provide sufficient  liquidity to  sustain firm’s  operations and to have to meet its obligations (Ejelly, 2004).  
All  firms,  regardless  of  their  size  and  industry  need  to  acquire  positive  cash  flow  and  liquidity  (Stewart, 1995).  The way that  working capital is managed has also  noted unworthy  effects on  the firm’s  profitability (Deloof, 2003). For a firm’s trading activities, working capital can be considered as a spontaneous fund, and the amount of funds tied  up  to  current assets can exceed  that of fixed assets in many firms (Sathyamoorithi and Wally-Drima,  2008). 
In  this context,  funds committed  to working  capital can be  seen as hidden  sources that can be used for improving firm’s profitability (Alshubiri, 2011). Hence it is the fact that working capital management involves a trade - off between profitability and risk. According to the theory of  risk  and return, investments  with higher  risk  may  create  higher  returns.  Thus  a  firm  with  high  liquidity  of  working capital  will  have  low  risk  to  meet  its  obligation  and  low  profitability  at  the  same  time  (Garciateruel  and  Martine Solano, 2007, Zariyawati  et  all 2009).  
Therefore,  efficient working capital  management, plays a  significant role  in  overall corporate strategy in order to increase  shareholder  value (Dong and  Su 2010)  by determining the  composition  and  level  of  investments  on  current  assets,  the  leve,l  sources  and  mix  of  short-term  debt (Nwankwo and  Osho,  2010). Especially  an  efficient working capital management can enable  a firm  to  react quickly  and  genuinely  to  unexpected  changes  in  economic  environment  and  gain  competitive  advantages over  its  rivals  (Alshubiri,  2011).    An  efficient  working  capital  management  primarily  aims  to  ensure  an optimum balance between  profitability and risk  (Ricci and Viho, 2000).  This  objective  can be  achieved by continuous  monitoring  of  working  capital  components  such  as  accounts  payable,  accounts  receivable  and inventories. Receivables for  instance are directly affected by  the  credit  collection  policy of the firm and  the frequency  of  converting  these  receivables  into cash  matters in  the  working  capital  management. 
However, the operating cycle theory tends to be deceptive in that it suggests that current liabilities are not important in the course  of  firms operation.  Payables are understood to be sources of financing the firm’s activities  given this  inadequacy  of  the  operating  cycle  theory  it  is  essential  to  infuse  current  liabilities  in  the  picture  to enhance the analysis and understanding. Cash conversion theory integrates both sides of working capital that is  current  assets  and  current  liabilities.  In their  published  seminar  paper,  Richard  and  Laughlin  (1980 devised this method of working capital as part of a framework of analysis known as working capital cycle. 

1.2  STATEMENT OF RESEARCH PROBLEM 
Some  promising investments with high rate of return had turned out to be failures and  were  frustrated out of business  (Salandeen, 2001). Many factories  had been either temporarily or completely  shot down  Example, Nigeria  paper  mills  ltd,  jebba,  Nigeria  sugar  company  Bacita,  Kastina  steel  rolling  mill  Co.Ltd,  among others.  Many  Nigerian  workers  had  been  thrown  into  unemployment  market  and  frustratingly  became dependent  on relations and friends, example,  Ajaokuta steel complex  reduced  its  staff from 5000 to 1000 in 2007.  Some  Nigerian  manufacturing firms  that  are  still in  business  cannot  pay  dividend to  shareholders  in their  companies,  Example,  Champion  Breweries  has  not  paid  dividend  since  1988,  Golden  Guinea Breweries has  not paid since 1997  etc. (Salandeen, 2001) Some of these  companies  are  still shaking inspite of  their  being  quoted  on the  NSE. Some  manufacturing  firms were  acquired by  another because  they  could not  stand alone,  example  Savannah.  Sugar  Company limited  was  acquired by  Dangote  industries limited  in 2002.  It  is  in  the  light  of  this  crisis  that  the  researcher  had  deemed  it  necessary  to  examine  the  impact  of working  capital  management on  the profitability  of Nigerian manufacturing  firms quoted  on  the  NSE  from 2000-2011.   Working capital is the lifewire of any business enterprise. It therefore requires that the way  it is managed  will  to  a  large  extent  determine  whether  such  enterprise  can  survive  or  not.
The  management decides the best proportion of  its investment in both fixed and current assets and finally her liability level to enable  improvement  and  correction  of  imbalances  in  the  liquidity  position  of  the  firm.  However,  the inability  to  make  payments  as  at  when due may definitely  have  serious consequences on the  organizations financial  growth (profitability). 
Therefore, it seems important  to look  into  the above  problem to know how to  encourage  managers  so  that  their  companies  can  stand  the  test  of  time,  however,  (Van  Home  and Wachobvics,  2004) pointed  out that excessive level of current assets may  have a  negative effect on  a firm’s profitability whereas a  low level of current assets may  lead  to lowers of liquidity and stock-out, resulting in difficulties in maintaining smooth operations. 
 
1.3  OBJECTIVES OF THE STUDY    
The  general  objective  of  this  study  is  to  examine  the  impact  of  working  capital  management  on  the profitability of Nigerian manufacturing firms. Thus the objectives of this study shall specifically be: 
1.  To determine the impact of accounts payable ratio on corporate profitability. 
2.  To ascertain the impact of accounts receivable ratio on corporate profitability. 
3.  To ascertain the impact of cash conversion cycle (CCC) ratio on profitability. 
4.  To investigate the relationship between stock turnover ratio and firm profitability. 
5.  To  determine  the  impact  of  liquidity  ratios  on  the  profitability  of  Nigeria  quoted  Manufacturing firms. 

1.4    RESEARCH QUESTIONS  
       The following research questions will be considered in the study. 
1.  To what extent does accounts payable ratio influence profitability? 
2.  To what extent does accounts receivable ratio influence profitability? 
3.  How far has cash conversion circle ratio affected the profitability of the companies under study? 
4.  To what extent does stock turnover ratio influence firm profitability? 
5.  To  what extent  does liquidity ratio  influence the profitability of Nigeria  quoted  manufacturing  firms under study? 
1.5  RESEARCH HYPOTHESES  
In order to address the issue raised above, the following hypotheses shall be proved: 
1.  Accounts payable ratio has no significant and positive impact on corporate profitability. 
2.  Accounts receivable ratio has no significant and positive impact on corporate profitability. 
3.  There  is  no  significant  and  positive  impact  of  cash  conversion  cycle  ratio  on  profitability  of  the 
Nigeria quoted manufacturing firms. 
4.  There is no relationship between stock turnover ratio and firm profitability. 
5.  There is no relationship between liquidity ratio and profitability of the Nigeria quoted manufacturing firms. 

1.6  SCOPE OF THE STUDY
The  study is on the impact of working capital management as a measure for  profitability following previous studies on this area, the study focuses on five independent variables, Accounts receivable, Accounts payable, inventory  ,  cash  conversion  cycle  and  liquidity.  The  study  also  focuses  on  Dependent variable[Profitability],five  independent  variables[Accounts  Payable,Accounts  Receivable,Cash  Conversion Cycle,  Stocks,Liquidity, and  other  control  variables that  affect  profitability such  as sales growth  and debt. The  study  is  for  the  period:  2000-2011,  and  it  will  include  all  the  publicly  listed  manufacturing  firms  in Nigeria. 

1.7  SIGNIFICANCE OF THE STUDY.  
It was  mentioned earlier in this  study that  working capital is  the  life wire of organization.  It is  assumed that what  blood  is  to  human  existence  is  what  working  capital  is  to  business.  Therefore a  well  designed  and implemented  working  capital  management  is  expected  to  contribute  positively  to  a  firm  value  (Padachi, 
2006). It is expected that this study will: 
a.  Help  to  create  awareness  on  the  impact  of  working  capital  management  and  how  it  can  enhance corporate profitability. 
b.  Help managers of the firms under study to have better insights on how to maximize their firms value. 
c.  Help investors to invest in the manufacturing companies under study that are managing their working capital well. These investors will have more confidence  in the company they want  to invest  in. Their investing in Nigeria will influence the growth of the economy. 
d.  It  will  also  assist  policy  makers  to  implement  new  set  of  policies  regarding  working  capital management in Nigeria to ensure continuous economic growth. 
e.  Meet  the  need  of  management  accountants,  academia,  and  students  who  will  be  interested  in  this study. Other researchers on corporate governance will find useful information from this  study, it will also add to the existing literature on the topic.  
1.8     LIMITATION OF THE STUDY   
The  study  was  conducted  on  only  manufacturing  firms  in  Nigeria  Accordingly  the  result  could  not  be generalized  for  all  the  manufacturing  firms  operating  in  Nigeria  due  to unavailability  of  data  for  some  of these firms.  

1.9     OPERATIONAL DEFINITION OF TERMS   
Working capital:  working  capital is the cash  needed to pay  for the day-to-day  operation  of the  business. It  is  calculated  as  the  difference  between  the  current  assets  of  a  business  and  its  current  liabilities. 
Current assets are those assets that are held in cash form or that can easily be turned into cash. Examples are: receivable,  inventory and cash. While current  liabilities are  money  owned by  a business which will need to be paid within one year. 
Working capital management: it is the regular adjustment and control of the balance of current assets and current  liabilities  of  an  organization  are  made  and  the  fixed  assets  are  properly  serviced.  (Ross  et  al 1996) Accounts  receivable  are  customers who have  not  yet  made payment for goods or services, which the firm has  provided. The objective of the  debtor  management is to minimize the  time-lapsed between completion  of  sales  and  receipts  of  payment.  In  this  respect  account  receivable  is  divided  by  sales.  It represents the firms’ payment from its customers.  Inventories: Inventories  are list  of  stocks  raw materials, work-in- progress or finished  goods waiting  to be  consumed  in  production  or  to  be  sold.  Inventory  is  calculated  as  inventory/purchase.  It reflects the stock held by the firm. 
Accounts  payable:  accounts  payable  is  suppliers  whose  invoices  for  goods  or  services  have  been processed but who have not yet been paid. Organization often regards the  amount owing to the creditors as  a  source  of free  credit.  Account  payable  is  calculated  as  payables  divided  by  purchases. The  longer the value, the longer firms take to settle their payment commitment to their suppliers. 
Cash  conversion  cycle  (CCC):  the  cash  conversion  cycle  (CCC)  is  a  proxy  for  working  capital management  efficiency.  Cash  conversion  cycle  is  the  flow  of  cash  from  suppliers  to  inventories  to accounts  receivable  and  back  into  cash.  


CHAPTER TWO
REVIEW OF RELATED LITERATURE
2.1 INTRODUCTION  
This Part of the work discusses the conceptual frame work, theoretical frame work and empirical review of working capital management on corporate profitability of firms.
The  study  of  working  capital  management  and  profitability  is  becoming  relevant  because  many organizations  in  the  recent  past  had  fallen  a  victim  of  premature  liquidation  as  a  result  of  inadequate attention  to  management  of  working  capital  from  the  management  of  the  affected  firms.  
The  working capital meets the short  term financial requirement of a business enterprise.  It is trading  capital, not retained in  the  business  in  a  particular  form  longer  than  a  year.  The  money  invested  in  it  changes  form  and substance during the  normal course  of  business  operations.  The  need for maintaining an adequate working capital  can  hardly  be  questioned.  Just  as  circulation  of  blood  is  very  necessary  in  the  human  body  to maintain life the flow  of funds  is very necessary to maintain business. If it becomes weak, the business can hardly prosper and survive (Padachi, 2006). 

 2.2    CONCEPTUAL FRAMEWORK  
The successes of a firm depend ultimately, on its  ability to generate cash receipt in excess of disbursement. 
The  cash  flow  problems  of  many  businesses  are  exacerbated  by  poor  financial  management  and  in particular  the lack  of  planning  cash  requirement  (Jarvis et al,  1996). The  ultimate objective of a  firm  is  to maximize the profit, but  preserving liquidity of the firm  is also an important objective. The problem is that increasing  profit  at  the  cost  of  liquidity  can  bring  serious  problems  to  the  firm.  Therefore,  there  must  be trade-off  between  these  two  objectives  of  the  firm.  One  objective  should  not  be  at  the  cost  of  the  other because  both  have  their  importance.  If  firms  do  not  care  about  profit,  they  cannot  survive  for  a  longer period. On the other hand, if firms do not  care about liquidity,  they may face the  problem of insolvency or bankruptcy, for these reasons  working capital management  should  be given  proper consideration  and  will ultimately affect the profitability of the firm (Ricci and Vito, 2011) 
Lamberson (1995)  showed  that working capital  management has  become one  of  the most important  issues in organizations  where  many financial managers  are finding it difficult to identify  the important  drivers of working capital. As a result companies can minimize risk and improve their overall performance if they can understand the  role and determinant  of  working capital.  
He went on to  say that the management of these various components of working capital  involves the following:
  What level do we maintain for each component? 
  How do we finance the optimal level defined? 
What  ratio  do  we  maintain  current  assets  and  current  liabilities.  The following  factors  will  inform management in making the above decisions.  
  The nature of the product on service of the company.  
  The practice in the industry in which the company operates.  
  The sales pattern of the company’s product e.g suppliers, bankers and so on.  
  The short – term investment opportunities available  
  The financial management style of the company.  
Osisioma,  (1996),  opines  that  the  difference  between  current  assets  and  current  liabilities  is  referred  to  as working  capital  which  forms  the  liquid  buffer  available  in  meeting  future  financial  demands  and contingencies of the organization.   

2.2.1  CURRENT ASSETS 
The term current assets is used to designate cash and other asset or resources commonly identified as those which  are  reasonably  expected to  be  realized  in  cash  or  sold  or  consumed  during  the  normal operating cycle of a business. Thus the term comprehends in general such resources as:  
 Cash available for current operations and items which are the equivalent of cash. 
Inventories  (or  stocks)  of  merchandise,  raw  material  goods  in  process,  finished  goods,  operating supplies, and ordinary maintenance material and parts.  
 Trade accounts notes and acceptance receivable. 
Receivable  from  officers,  employees,  affiliates,  and  others,  if  collectible  in  the  ordinary  course  of business within a year.  
Installment  or  deferred  accounts  and  notes  receivable  if  they  conform  generally  to  normal  trade practices and terms within the business.
Marketable securities representing the investment of cash available for current operations and  Prepaid  expenses  such  as  insurance,  interest  rents  taxes,  unused  royalties,  current  paid  adverting service not yet receivable and operating supplies.  
These forms of current assets are generally grouped into  
1. Cash  
2. Cash equivalent (that is, temporary investment) 
3. Accounts and note receivable  
4. Inventories (stocks) 
5. Prepaid expenses.  
Cash  is  of  course,  the  ultimate  measure  of  a  current  asset  since  current  liabilities  are  paid  off  in  cash. 
Compensation  balance  under  bank  loan  agreements  cannot  in  most  cases,  be  regarded  as  free  cash (Osisioma,1996).  Cash equivalent represents temporary investment of cash in excess of current requirement made  for  the  purpose  of  earning  must  be  alert  to  the  valuation  of  such  investments.  The  mere  ability  to convert  an  asset  to  cash  is  not  the  sole  determination  of  its  current  nature.  It  is  the  intention  and  normal practice  that  governs.  Intention  is  however,  not  always  enough.  Thus, the  cost  sale  should  be  included  in current assets commitment from a buyer to purchase the asset at a given price within the following operating cycle.  Accounts  receivable  (that  is  debtors)  net  of  provision  for  uncollectible  accounts,  are  current  unless they  represent  receivable  for  sales,  not  in  the  ordinary  course  of  business,  which  are  due  after  one  year. 
Installment  receivables  from  customary  sales  usually  fall  within  the  operating  cycle  of  the  company. 
Financial managers must be alert to the valuation as well as validity of receivable particularly in case such as those  where  sale  are  made  on  consignment  or  subject  to  the  right  of  return.  Receivables  from  affiliated companies  or  from  officers  and  employees  can  be  considered  current  only  if  they  are  collectible  in  the ordinary  course  of  business  within  a  year  or  in  the  case  of  installment  sales,  within  the  operating  circle. 
Inventories (or stocks)  are considered current assets except in case  where  they are in from  inventories, such as  tobacco, which require  a long  aging  cycle (Brealey  and Steward,1981).  Prepaid  expenses are  considered current, not because they can be converted into cash but rather because they represent advance payments and service and supplies which would otherwise require the current outlay of cash   

2.2.2.  Non-Current Assets. 
      The items listed below are generally considered as non-current.  
  Cash  and  cash  claims  restricted  to  used  for  other  than  current  operations,  designated  for  the acquisition of non – current assets, or segregated for the liquidation of non-current debts.  
Advance  and  investment  insecurities,  whether  marketable  or  not,  made  for  purpose  of  control, affiliation or other continuing business advantage.  
  Cash surrender value of life insurance polices  
  Land and other natural resources  
  Depreciable assets 
  Long – term prepayment fairly chargeable to the operation of several years. 

2.2.3  CURRENT LIABILITIES   
The  term  current  liabilities  is  used  principally  to  designate  obligations  whose  liquidation  is reasonable expected to require  the use  of existing  resource properly classifiable as current  assets, or the creation  of  other current  liabilities (Larson,1990). 
As a balance sheet  category,  the classification is  intended  to  include  obligation  for  items  which  have  entered  into  the  operating  cycle.  Such  as payable incurred in the acquisition of material and supplies  to  be  used  in  the production of goods or in  providing  services  to be  offered  for  sale;  collections  received  in  advance  of  delivery of  goods  or performance of service, or debts  which  arise  from operations directly  related to  the  operating cycle, such  as  accruals  for  wages,  salaries,  commission,  rentals,  royalties,  and  income  and  other  taxes. 
Other  liabilities whose regular and ordinary  liquidation is expected to occur  within  a relatively short period  of  time,  usually  twelve  months,  are  also  intended  for  inclusion  such  as  short  –  term  debts arising  from  the  acquisition  of  capital  assets,  serial  maturities  of  long  –  term  obligation  amounts required  to  be  expended within  one year under sinking find provision,  and  agency  obligation arising from  the  collection  or  acceptance  of  cash  or  other  assets  for  the  account  of  third  persons.
Current liabilities are, therefore, obligations which would  generally require the  use of  current assets  for their discharge or alternatively, the creation of other current liabilities. The following are current liabilities commonly found in practice. 
  Account payable (or trade creditor) 
  Notes payable  
  Short – term bank and other loans  
  Tax and other expenses accruals  
  Current portion of long-term debt.  
The current liabilities classification does not generally include the following items, since they do not require the use of resource classified current:  
  Short – term obligations expected to be refinanced. 
  Debts to be liquidated from hands that have been accumulated and are reported as non-current assets  Loads  on life insurance  policies  made with the intent,  these will not be paid but will be the  policies upon their maturity on cancellation.  
Obligation  for  advance  collections  that  involve  long  –  term  deferment  of  the  delivery  of  goods  or services.  

2.2.4  DIFFICULTIES IN MANAGING WORKING CAPITAL   
A financial  manager  spends a  lot of time  in handing current  assets  of  a firm.  This  is  so  because  the level of each component  of current assets changes continually. For instance, accounts receivable and inventory  increase  and  decrease  with the  level  of  sales  while  payable  expand  and contrast  with  the level  of  purchases.  Equally,  the  level  of  cash  reduces  as  management  uses  cash  to  pay  taxes  and other bills.
Therefore, managers  must be  up and doing in  monitoring  each  of  these  changes so as  to avoid  financial  difficulties  that  could  put  the  company  into  financial  mess  and  embarrassment. 
Cooley  and  Rodin  (1988)  observed  that  changes  in  both  current  assets  and  current  liabilities  relate closely to changes  in a firm’s selling activity. These changes include changes  in  inventory, accounts receivable, account payable, cash  overdraft,  taxes and other  bills  payable. All these  change emanate because  in  a firms most  liquid of all  assets, which is cash by analyzing a statement of cash flow. As already stated, a firm uses its liquid asset especially cash to pay its suppliers, employee and creditors, working  capital that  is  synonym for current assets effect  a firm’s ability to pay. Short-term maturity obligations. 
The  financial  manager  in   his  effort  to match  the maturities of  capital sources  with  the maturities  of  their used  provides  some  assurance  that  a firm  will  be  able  to  pay  its obligations.  All these  analysis  provide  a  financial  managers  with  tedious  talks  that  are  time  consuming and  energy sapping.  
In  other  words,  the  management  of  current  asset  is  problematic.  (Pandey,  2000).  Profit maximization  is  the  ultimate  objective  of  firm  as  well  as  protecting  liquidity  is  an  important objective  too.  The  difficulty  of  working  capital  management  is  to  achieve  the  two  objectives optimally within an operating period if profit increases at the cost of liquidity, this may create serious problem  to firms. Therefore, to solve  such  problem,  there  must be  some compromise between  these two objective of firms. One objective will not achieve at the cost of the other, as both objectives have their  own  importance  to  firms.  If  firm  do  not  care  about  profitability,  they  may  not  survive  for  a longer  period.  On  the  other  hand,  if  firms  do  not  care  about  liquidity,  they  may  face  problem  of insolvency or bankruptcy.  

2.2.5  OVERTRADING 
When  a  company  is  trading  large  volume  of  sales  very  quickly,  it  may  also  be  generating  large amounts of  credit  sales, and  as  a  result large volume  of  trade  receivables,  it  will also  be  purchasing large  amounts of inventories  on credit to maintain production  at the same  rate as sales and therefore have large volumes  of trade payables. This will extend the working capital  cycle which will  have an adverse  effect  on  cash  flow  if  the  company  doesn’t  have  enough  working  capital,  it  will  find  it 
difficult  to  continue  as  there  would  be  insufficient  fund  to  meet  all  costs  as  they  fall  due  (Faris  et all,2002). 
Overtrading occurs when a company has inadequate  finance for working  capital to support its  level  of  trading. The  company  is  growing rapidly  and is  trying to  take on more business that  its financial  resources  permit i.e  it is undercapitalized; overtrading typically occurs in businesses which have first started to trade and where they may have suddenly begun to experience rapid sales growth. 
In this situation it is quite easy to place  high importance on sales growth while  neglecting  to  manage the working capital.  Overtrading  may result  in insolvency  which means  a company has severe  cash flow problems, and that a thriving company, which many look very  profitable, is failing to meet its liabilities due to cash shortages.

2.2.6.  ACCOUNTS RECEIVABLE MANAGEMENT.
Profit may only be called real profit after the receivables are turned into cash. The management of  accounts receivable is largely influenced by the credit policy and collection procedure. A credit policy specifies requirements to value  the worth of customers and a collection procedure provides guidelines to  collect  unpaid  invoice  that  will  reduce  delays for    customers  who have not yet  made  payment  for goods  or services and outstanding receivables (Hills and Sartoris, 1992, Richards  &  Laughlin,  1980). 
Aligning  the  management  between  cash  inventory  and  payable  are  important,  and  a  stimulus  to researchers  studies  to  integrate  the  working  capital  management  (wcm)  components.  Accounts receivables  which the  firm has  provided; the objective of debtor management is to minimize the time lapse between  completions of sales and receipts of payment.  In this respect accounts receivable (AR) is  calculated  as  receivables  divided  by  sales.  This  variable  represents  the  rate  at  which  the  firm collects  payment  from  its  customers.  (Falope  and  Ayilore  (2009),  Basley  and Brigham(2005). SamiLoglu  and  Demirqunes  (2008),  Sharma  and  kumar  (2011).  The  above  authors examined the influence accounts receivable has on profitability in their different countries. 

2.2.7 CASH CONVERSION CYCLE MANAGEMENT. 
Cash conversion circle definition is not constant for example; Stewart (1995) defined cash conversion cycle as a composite metric describing the average naira investment in material into a dollar collected from  a  customer:   Besley  and  Brigham  (2005) described cash  conversion  cycle  as  the  length  of  time from  the  payment for the  purchase  of  raw  materials  to  manufacture  a  product  until the  collection of account  receivable  associated  with  high  profitability  because  it  improves  the  efficiency  of  using  the working  capital.  Although  the  length  of  cash  conversion  cycle  is  an  important  measure  of  the efficiency  of  working  capital  management,  the  cash  conversion  cycle  introduced  by  Richards  and Laughlin (1980) is a powerful performance measure for assisting how well a company is managing its working capital.  Vaidy   et  al. (1990) argued that  a short  cash conversion cycle is indirectly  related to firm value. Short cash conversion cycle indicate that the firm is collecting the receivable as quickly as possible and  delaying the  payments  of suppliers  as  slowly as possible.
This leads  to high  net present value  of  cash  flow  and  high  firm  value.  Cash  conversion  definitions  are  not  constant,  for  example steward  (1995)  defines  cash  conversion  cycle  as  a  composition  metric  describing  the  average  days required  to  turn  naira  invested  in  raw  material  into  a  naira  collected  from  a  customer.  Besley  and Brigham  (2005)  described  cash  conversion  cycle  as  the  length  of  time  from  the  payment  for  the purchase  of  raw  materials  to  manufacture  a  product  until  the  collection  of  account  receivable associated  with the  sale of the  product.  Shorter  cash  conversion  cycle  could be  associated  with  high profitability  because  it  improves  the  efficiency  of  using  the  working  capital,  although  the  length  of cash conversion cycle is as important measure  of the efficiency of working capital management, little is  known about  the  effect  of  cash  conversion  cycle on  firms  profit ability.  
The main  reason  for  this lack of knowledge is that there are few cash conversion cycle studies and that managers of companies are  not  aware  of  their importance.  Among  the  few  studies  that  tested  the  effect  of  cash  conversion cycle  on  profitability is the study of shin and semen  (1998). In  their study  they  used a large  of listed American  firms  covering  the  period  1975-1994.  Their  results  showed  a  strong  negative  relation between the length of the cash conversion cycle and corporate profitability. Karaduman et al (2011) in their  study  found  out  that  reducing cash conversion  circle  positively  affects  return  on  assets.  Kwasi (2010) also opined that there are inconsistent trends in the various components of working capital. He also  found  a  significant  negative  relation  between  profitability  and  number  of  day’s  accounts receivable,  trade  cycle.  Deloof  (2003),  in  his  study  found  out  that  there  was  a  negative  relationship between  profitability  that  measured by  gross  operating income and cash conversion  cycle  as well as number  of  days  accounts  receivable  and  inventories.  He  suggested  that  managers  can  increase corporate  profitability  by  reducing  CCC,  the  managers  can  increase  corporate  profitability  by reducing the number of days accounts receivable and  inventories. Mccarty, and Lyroudi (1993) found 
out  that cash conversion cycle  negatively  related with current  ratio  but  positively  related  with  quick ratio.  In  addition  the  study  revealed  difference  between  the  concept  of  cash  conversion  cycle  in manufacturer, retail, wholesale and service industries. 
Gill  et  al  (2010)  sought  to  extend  Tryforidis  findings  regarding  the  relationship  between  working capital management  and profitability. They found out statistically significant relationship between the cash conversion cycle profitability measured through gross operating profit.
    
 2.2.8  ACCOUNTS PAYABLE MANAGEMENT
Accounts payable  is one of the major sources of secured short- term financing (Gitman 2009, till and Sarton  1992).  Utilizing  the  value  of  relationship  with  payee  is  a  sound  objective  that  should  be highlighted  as  important  as  having  the  optimal  level  of  preventions  (Hill  and  sartorial  1992).  As  a consequence  strong alliance  between company and  its  suppliers  will  strategically improve production lines  and  strengthen  credit  record  for  future  expansion.  Singh,  (2004)  stated  that  the  liquidity  of Positionary firm mainly depends,  upon accounts receivable collection and payable  deferred  policy as well as inventories conversion period of firm. 

2.2.9    LIQUIDITY MANAGEMENT.    
Liquidity management is necessary for  all businesses, small or  large  because,  it means collecting cash  from customers so that having no difficulty in paying short term debts will be achieved.  
Therefore,  when  a  business  does  not  mange  its  liquidity  well,  it  will  have  cash  shortages  and  will result  in difficulty  in  paying  obligations.  As  a  result,  in  addition  to  profitability,  liquidity  management  is  vital  for ongoing concern, corporate liquidity is examined from two dimensions: static or dynamic view (Lancaster et al, 1999, fair  and  Hutchison 2002,  and moss and Stine,  1993).  
The  static view  is  based on  commonly  used traditional  rations,  such  as  current  ratio  and  quick  ratio,  calculated  from  the  balance  sheet  amounts  these ratio measure liquidity  at a given  point in  time whereas  dynamic view  measure  on  going  liquidity from  the firms operations. As a dynamic measure of the time it takes  a firm. To go  from cash outflow to cash inflow which  is measured by cash conversion  cycle? The  study that empirically examined the relationship between profitability  and  liquidity  showed  that  there  exists  a  significant  and  negative  relation  between  profitability and  CCC  (Jose  et  al,  1996,  Eljelly,  2004)  another  study  conducted  over  22,000  public  companies  by Hutchison  et  al 2007). Indicated  a  direct  correlation  between  shorter  CCC and higher  profitability  for  75% of  industries.  
Schilling  (1996)  mention  optimum  liquidity  position,  which  is  minimum  level  of  liquidity necessary to support  a given  level of business  activity in his writing.  Briefly, he says it is  critical  to deploy resources  between working. Capital  and capital investment, because this return on investment is usually less than  the  return  on  capital  investment.  Therefore,  deploying  resources  on  working  capital  as  much  as  to maintain  optimum  liquidity  position  is  necessary.  
2.2.10  STOCK/ INVENTORY MANAGEMENT   
Stock  constitute  a  substantial  proportion  of  the  current asset group.  It represents  investments  made  for  the purpose of obtaining a return. The return is derived from the expected profits  which may result from sale. In most companies a  certain  level of inventory must be kept  order  to  generate an adequate level  of sales. If the stock level is  inadequate,  the  sales  volume will  fall below  the  level  otherwise attainable.  Excessive  stocks, on the other hand, expose the company to expenses such as storage costs, insurance and taxes, as well as risk of  loss  of  value  through  obsolescence  and  physical  deterioration  moreover;  excessive  stocks  tie  up  funds which  can  be used  more  profitably elsewhere. Owing  to  the risk  involved  in holding  inventories/stocks as well as the fact that stocks are one step further removed from cash than receivables (because they have to be sold before they are converted into receivables) stocks are normally considered the least liquid component of current assets group (Osisioma, 1998). 

2.3   THEORETICAL  FRAMEWORK 
2.3.1  Operating Cycle theory  
To  estimate  the  gross  working  capital  requirements,  the  understanding  of  the  operating  cycle  is  very important. The function of any  trading unit is to procure material,  process  the same,  sell  the finished  goods and realize  money  and utilize  the  money so  received, to procure material again  and to continue the cycle all over again. Thus the process starts with purchase of materials required for the trading. The process purchase of  material  may  take some  time due to  the number and nature of material  transportation, the  material once procured are made to undergo the several processes, the duration of which may range from a day  to  months.
During this period,  various material will be in different stages of production in different forms.  Besides, the cost of material,  labour charges, electricity, water, rent etc are also  incurred during the period of processing.
All these required funds/capital once the goods are produced it may not be sold immediately and it may have to be stored in a go down for some days before they are sold. Storing of such finished goods involves cost of materials  used in  such  finished  products,   labour  and  other  manufacturing  expresses  incurred  in  producing them. It is not necessary that all the goods will be in cash. 
Some  goods  will  be  sold  on  credit  till  such  time  sale  proceeds  are  not  realized,  find  are  blocked  in  such receivable.  Finally  when  the  sales  proceeds  are  realized  the  funds  are  again  used  to  procure  materials  as above and the whole process cycle starts all over again. The  total time taken from the purchase of materials, till  realization  of  sale  proceeds  is  called  the  operating  cycle  and  amount  of  capital  required  to  sustain  this cycle is called gross working capital (Ghosh et all 2004) 

2.3.2   THE IMPORTANCE OF OPERATION CYCLE THEORY
Operating Cycle is important because  it determines the amount  of working capital a  business needs. If  you  can  have  the  operating  cycle,  you  will  have  the  working  capital  requirement  of  the  business.  If  the turnover  period for  inventories and account receivable  lengthen,  or  the  payment period  to  account payable shortens,  then  the operating  cycle will lengthen  and the  investment  in working capital  will  increase (Ghosh et al 2004).
 
 2.3.3  TRADE - OFF THEORY   
The  trade  –  off  theory  refers  to  the  idea  that  a  company  chooses  how  much  debt  finance  and  how  much equality finance to use by balancing  the cost and  benefits. The classical version of the hypothesis goes back to Kraus and  Lichtenberger (1973) who  considered a balance between the deed–weight. Cost of bankruptcy and the serving benefit of debt. Often agency costs are also included in the balance. 
This  theory  is  often  set  up  as  a  competitor  theory  to  the  pecking  order  theory  of  capital  structure.  An important purposed  of the theory is to explain  the  fact that corporation usually are financed partly with debt and partly with equity. It states that there is an advantage to financing with debt the tax benefits of  debt and there  is  a  cost  of  financing  with  debt  the  costs  of  financing  distress  including  bankruptcy  cost  e.g  staff leaving,  suppliers  demanding  disadvantage  payment  terms,  bondholder/stockholder  infighting,  etc  the marginal benefits of further increase in debt declines as debt increases  while the marginal  cost increases,  so that the firm that is optimizing its overall  value will focus on this trade – off when choosing  how much  debt and equity to use for financing.  
The  empirical  relevance  of  the  trade-off  theory  has  often  been  questioned  by  miller  (1977)  for  example compared  this  balance  between  horse  and  rabbit  content  in  a  stew  of  one  horse  and  they  are  sure,  while bankruptcy is rare and,  according  to  miller, it  has low  deed  –  weight  cost. Accordingly he suggested that  if trade  off  theory  were  true,  firm  ought  to  have  much  higher  debt  level  than  we  observe  in  reality.  Meyer (1994)  was  a  particularly  fierce  critic  in  his  presidential  address  to  the  American  Finance  Association meeting  in  which he  proposed  what he  called the  pecking order  theory.  Fama  and  French  (1992)  criticized both  the  trade  –  off  theory  and  the  pecking  order  theory  in  different  ways.  Welch  (2012)  has  argued  that firms do not undo the impact of stock price  as they showed under the basic trade – off.  

2.4    EMPIRICAL REVIEW  
Many  previous  researchers  have  indicated  working  capital  management  and  corporate  profitability  of firms in different countries and environments.  
Samiloglu  and  Demirqunes  (2008)  analyze  the  effect  of  working  capital  management  on  firm profitability.  In  accordance  with  the  aim,  they  considered  between  firm  profitability  and  the components  of statistically significant relationship between firm profitability and the components of cash  conversion  cycle  at  length,  a  sample  consisting  of  Istanbul  stock  exchange  (ISE)  listed manufacturing  firm  for  the  period  of  1998  –  2007  has  been  analyzed  under  a  multiple  regression model.  Empirical  finding  of  the  study  showed  that  accounts  receivable  period  inventory  period and leverage affect firm profitability negatively while growth (in sales) affects profitability positively.
Sharma and Kumar (2011) examine the effect of working capital on profitability of India firm. They collected  data  about  a  sample  of  263  non  financial  BSE  500  firms  listed  at  the  Bombay  Stock Exchange  (BSE)  from  2000  to  2008  and  evaluated  the  data  using  ordinary  least  square  (OLS) multiple  regression.  The  finding  of  their  study  significantly  depart  from  the  various  international, studies  conducted  in  different  markets.  
Deloof,(2003)  have  investigates  relationship  between  working  capital  management  and  corporate profitability  for  a  sample  of  1009  large  Belgian  non  financial  firm  for  the  period  1992-1996.  The result  from  the  analysis  showed  that  there  was  a  negative  relationship  between  profitability  that measure by gross operating  income  and cash conversion circle  as  well  as  number  of  days  accounts receivable  and  inventories.  He  suggested  that  mangers  can  increase  corporate  profitability  by reducing  the  number  of  day’s  Accounts  receivable  and  inventories  less  profitable  firms  waited longer to pay their bills. 
Lazaridis,I.  and  Trynidis,D.  (2006)  have  also  investigate  the  relationship  between  working  capital management  and  profitability  of  listed  company  in  the  Athens  Stock  Exchange.  A  sample  of  131 listed companies for a period of 2001-  2004, was used to examine  this relationship.  The result from regression analysis  indicated  that there was  a statistical significance between profitability measured through,  operating  profit  and  the  cash  conversion  cycle.  From  those  results  they  claimed  that  the managers could  create  value  for  shareholders  by  handling correctly  the  cash  conversion  cycle  and keeping each different component to an optimal level. 
Mehar (2001)  studies  the  impact  of  equity  financing on  liquidity  of  255  firms  listed  in  Karachi  Stock exchange  for  the  period  1980  –  1994  by  using  a  pooled  data.  The  finding  of  the  study  depicted  that equity financing plays an important role in determining the liquidity position of firms. From this finding it  is  concluded  that equity  and  fixed  assets  have positive  relationship  with working capital,  in the long term, however the  liquidity position will be deteriorated with the increases in paid up capital.
Hsiao and Tahmisciaglu (1997)  in  their  study reveal that liquidity  may be affected by substantial difference across firms in their investment behavior and firms characteristics.      
Bhunia  (2007)  studies  liquidity  management of public sector  iron  and  steal enterprises  in  India. He  has  found  out  that  the  actual  values  of  working  capital  lower  than  the  estimated  value  of working  capital  for  both  companies  under  study  and  poor  liquidity  position  in  case  of  both companies. 
Eljelly  (2004)  elucidates  that  efficient  liquidity  management  involves  planning  and  controlling current assets and currents liabilities in such a manner  that eliminates the risk of inability to meet due  short  term  obligation  and  avoids  excision  investment  in  these  assets.  Then  relationship between  profitability  and  liquidity  was  examined,  as  measured  by  current  ratio  and  cash  gap (cash conversion  cycle)  on  a  sample  of  joint  stock companies  in  Saudi  Arabia  using  correlation and regression analysis. The study found that the cash  conversion  cycle  was  of more importance as  a measure of liquidity  than the current  ratio that  affect  on  profitability.  The size variable was found  to  have  significant  effect on profitability at the  industry level. The  result were  stable, and had  important  implication  for  liquidity  management  in  various  Saudi  companies.  
Takon  S.M  (2013)  in  his  study  effect  of  working  capital  management  on  firm  profitability  in selected quoted companies,  selected two companies each from the 28 NSE sector  classifications. He  used  panel  data  and  Generalized  least  square  fixed  effect  regression,  he  found  out  that liquidity  has  a  positive  and  significant  relationship  with  ROA  Age  has  position  significant relationship  with  profitability. He  also  observed  that  CCC  has  negative  and  significant relationship  with  profitability  and  that  all  receivables  has  negative  significant  relationship  with Profitability.
Olugbega  (2010) carried  out a  study on  the  appraisal of the relationship between working capital and  liquid  Assets  of  Nigerian  companies.  A  comparative  study  of  ten  selected  companies. Specifically,  the  study  seeks  to  find  out  whether  most  Nigerian  companies  suffer  from inadequacy  of  liquid  assets  to  meet  their  short  term  financial  obligations.  To  determine  this relationship  descriptive  approach  was adopted  coupled with  the  use of correlation  coefficient  to establish  the  nature  of  the  relationship.  He  recommended  that  companies  should  strive  to maintain  optimal  level,  short  term  bank  facilities  should  be  a  last  resort,  and  companies  are encouraged  to  exploit  more  cost  –  effective,  finding  rights  issue  to  raise  the  needed,  working capital. 
Karaduman,H.A  et  al,  (2010),  in  their  study  “Effects  of  working  capital  management  on profitability; the  case  of  selected  companies  in the  Istabul stock  Exchange  (2005  –  2008) stated that  working  capital  management  in  one  of  the  essential  determinants  of  firm  market  value because  it  directly  affects  profitability.  They  went  on  to  say  that  firms  should  establish  a  fine balance  between  profitability  and  risk  when  it  comes  to  managing  working  capital.  The  paper mainly aimed to provide some empirical evidence  on the effects of  working capital management on  the  profitability  of  selected  companies  in  the  Istanbul  stock  Exchange.  The  panel  data methods  were  employed  in  order  to  analyze  the  unquestionably  influence  the  companies  in  the ISE.  The  findings were  similar  to  the previous  studies  of Deloof (2003),  Lazaridis and tryfondis (2006), Gracia – Tenienl Martineg – Solano, (2007) and Zariyawati et al, (2009).  
 


CHAPTER THREE
RESEARCH METHODLOGY
 3.1     RESEARCH DESIGN
Since there are  so many  types of research design, the  one  that was used in  this  study   is the  ex-post factor research  design. This is because, according  to  Onwumere, (2009), it  involves events that have already taken place in the past. The records that were observed are from 2000-2011 a period of twelve years. The variables that  will  be  tested  in  the  studied  firms  are  accounts  receivable,  accounts  payable,  inventories,  cash conversion cycle, Return on total assets and liquidity. The study will cover the period 2000-2011. 

3.2   POPULATION OF THE STUDY
The  population  of  this  study  is  all  the  manufacturing  companies quoted in  Nigeria Stock  Exchange  (NSE). 
However, because of unavailability of Data, the study used only 22 manufacturing companies.  The number of  the  population  is  53[see  appendix  1].  Only  22  companies  where  studied  because  of  incomplete  and unavailability  of  data  [see  appendix  2].  Manufacturing  sector  was  chosen  because  it  remains  the  most powerful engine  for economic  structure of countries  (Jide, 2010).  
This is  because  any  country  that engages 
in only  trading (buying  and  selling)  and  not  producing  goods may face  doom  in the  future.  Our  decision to use  the  manufacturing  sector  could  also  be  explained  by  the  nature  of  their  asset  mix,  for  instance, manufacturing  involves  inventories,  working  progress  among  others,  unlike  some  other  sectors  of  the economy. 
 
3.3	SOURCES OF DATA
In order to obtain the needed data for this research work both primary and secondary data collection were conducted.
The secondary data: These are data obtain from various journals, financial reports, periodical bulletins and information relevant to the research study.
	The primary data: These are data collected through oral interview, direct observation and response from the interview conducted.
3.4	SAMPLE SIZE AND SAMPLING  TECHNIQUES
The number of the participant selected as representative sample of the population is limited to forty. The composition of sample size is as follow: the staff of bank that involved in frauds, supervisor and manager(s) accounts and executive assistance(s), typist(s), messenger(s), driver(s), temporary staff(s), uncategorized staff(s).
3.5	RESEARCH INSTRUMENTS
The methodology adopted for the study is based on positive theory which is essential descriptive. Explanatory design toward collecting data to answer research questions explains relationship among variable (Asika, 2013).
	Although many of the books reviewed served as useful source of information gathering, the main method of data collection for this study was interview and also on past journal.
	The data analysis involved the processing of the data collected through oral interview, which was used in answering research question and making meaningful interpretation.
3.6	METHOD OF DATA ANALYSIS 
The data collected was from the oral interview conducted from the bank staff in fraud was in statement form while the past journal used for the number of banks staff involved in frauds it is presented in tables.
According to the decision rule under X2 test Murray (2015) whenever the X2 calculations value is les than X2 table the null hypothesis will be accepted. By rejecting null hypothesis alternative hypothesis will be accepted. Therefore the result obtain from it, will be used to make valued conclusion about the population parameter.

3.7    MODEL SPECIFICATION 
In  this  study,  the  independent  and  dependent  variables  are  used  into  an  equation  called  multiple regressions.  To express  the  model of  multiple regressions in equation modified to suit  the respective hypotheses. This study is a time series study that covers 2000 – 2011.  
Y = B  + B  + B …………..B + U  ……………………………………..3.7 
0 1 2               5  i
Where,  
Y= profitability  
B = Accounts payable (AP) 
1 	B = Accounts Receivable (AR) 
2 	B = Cash Conversion cycle (CCC) 
3 	B = Stock Turnover (STO)  
4 	B  = Liquidity (LQ) 
5	Bo =  the intercept of the regression line, 
U1 = the error term 
To  test  the  competing  views  on  the  (accounts  payable,  accounts  receivable,  cash  conversion  cycle, stock turnover and liquidity) in Nigeria, we modify the multiple linear regression in equation (3.7) 
Profitability = B  + B (AP) + B (AR) + B (CCC) + B (STO) + B (LQ) + U  ……….3.8 
0 1         2           3            4            5       i
Where,  profitability  is  financial  performance,  AR  is  accounts  receivable,  AP  is  accounts  payable, 
CCC is each conversion cycle, ST is stock turnover and LQ is liquidity. 
The  controlled  variables  are debt leverage as a  ratio to  total asset and  are  proxy 
leverage  while  sales  is  measured  as  a  decrease  or  increase  of  the  annual  sales  as  a  percentage  of sales. Thus equation (3.8) is written as  
Profitability=Bo  +B[AP]  B2(AR)+B3(CCC]+B1[STO]  B3(LQ)ii  +  B2DT(control)2i  + B2SL(control)2i + U i …………………………………………….. 3.9  
Where DT  is  Debt/Leverage as a  ratio  of total Assets and  SL is sales as a  percentage of decrease or increase of  the  annual  sales.  The  same  multiple  regression  will  be  used to  estimate  the  profitability model is (3.9). 
 

CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
4.1	INTRODUCTION
Data are raw facts obtained from certain observation(s) which cannot make meaning by themselves unless it is properly analyzed.
The chapter focuses on the presentation analysis and the interpretation of the data obtained from the questionnaire administered. As earlier indicated in chapter three (3), twenty-five (25) questionnaires were administered. Were administered all of which are returned. Thus analyses are based on the whole questionnaire collected.
	The data obtained from the responses to the questionnaire are presented in simple percentage of tabular form and the hypotheses formulated were listed with the aid of student’s “t “distribution.
4.2	DEMOGRAPHIC CHARACTERISTICS OF RESPONDENTS
Table 4.1: GENDER DISTRIBUTION OF RESPONDENTS.
	GENDER 
	FREQUENCY 
	PERCENTAGE (%)

	MALE
	18
	72

	FEMALE
	7
	28

	TOTAL
	25
	100


Source: Research’s Survey, 2023
	The table 4.1 shows clearly that 18respondents rated at 72% are male; while7 respondents rated at 25% are female

TABLE 4.2: AGE DISTRIBUTION OF RESPONDENTS                
	AGE
	FREQUENCY
	PERCENTAGE (%)

	21-30
	5
	20

	31-40
	10
	40

	41-50
	6
	24

	51 and above
	4
	16

	TOTAL
	25
	100


Source: Research’s Survey, 2023
   Table 4.2 shows clearly that 5 respondent at 20% fall within the age of 21-30, 10 respondents rated at 40% are within 31- 40, 24% are of 41-50 years of age while 16%51 years above.
TABLE 4.3: MARITAL STATUS OF RESPONDENTS
	STATUS
	FREQUENCY
	PERCENTAGE (%)

	SINGLE
	7
	28

	MARRIED
	18
	72

	Total
	25
	100


Source: Research’s Survey, 2023
	Table 4.3, shows that larger percentages (72%) of the respondents are married while 28% of the respondents are single.

TABLE 4.4, EDUCATIONAL QUALIFICATION OF RESPONDENTS
	STATUS
	FREQUENCY
	PERCENTAGE (%)

	WAEC / NECO
	2
	8

	OND / NCE
	7
	28

	BSC/ HND
	10
	40

	PROFESSIONAL
	6
	24

	TOTAL
	25
	100


Source: Research’s Survey, 2023
	The table 4.4 shows clearly that 6 respondents rated at 24% are professional, 10 respondents rated at 40% are BSC/ HND, 7 respondents rated at 28 % while 2 respondents rated at 8% have their school leaving certificate WAEC/ NECO.
 Table 4.5: MANAGEMENT CADRE
	STATUS
	FREQUENCY 
	PRECENTAGE (%)

	TOP
	           6
	           24

	MIDDLE
	           8
	            32

	LOWER
	           11
	            44

	TOTAL
	           25
	            100


Source: Research’s Survey, 2023
     Table 4.5, show that 11 respondent rated at 44% are lower cards, respondent rated at 32% are middle cadre while 6 respondent. rated  at 24% are rated  at Top cadre.

TABLE 4.6: YEARS OF EXPERIENCE
	EXPERIENCE
	FREQUENCY 
	PERCENTAGE (%)

	1-5
	          4
	        16

	6-19
	         12
	         48

	11-15
	          8
	         32

	16 above 
	          1
	          4

	TOTAL
	         25
	         100


Source: Research’s Survey, 2023
               Table  4,6 indicates that 80% of the respondents have been working for the company for more that 5years this comprises of percentage of years rang of 6- 10,11-15. The long activity of years of experience is enough to acquire experience, thus, any date obtained from these group should be highly reliable.
TABLE 4.7 SECTIONS/ DEPARTMENT OF RESPONDENTS
	SECTION/ DEPARMENT
	FREQUENCY
	PERCENTAGE (%)

	FINANCE
	               8
	              32

	MARKETING
	               6
	             24

	PRODUCTION
	               9
	            36

	QUANTITY CONTROL
	               2
	            8

	TOTAL
	                25
	           100


Source: Research’s Survey, 2023
   Table .7, indicate that the highest number of respondent is from the production department i.e. 9 respondents rated 36% 32% 24% and 8% are from the finance, marketing quantity control department respectively.
    From the above table, it is show clearly that 84% are agreed strongly with the statement while 12%equally agree but not so much. The remaining 4% are undecided with the statement.

4.3	STATISTICAL RESULT
Question 1:	Do you think your organization has been making use of its working capital?
TABLE 4.8
	RSPONSE 
	FREQUENCY
	PERCENTAGE(%)

	STONGLY AGREE
	     22
	   88

	AGREE
	      3
	    12

	DISAGREE
	      0
	     0

	STRONGLY DISAGREE
	      0
	      0

	TOTAL
	     25
	    100


    Source: Research’s Survey, 2023
     Evidence from table 4.8 reveals that 88% of the respondents affirm the statement while only 12% of the respondents gave otherwise response to the statement.
Question 2:  Do you consider efficient management of working capital as a reference point to business survivals 
TABLE 4.9
	RESPONSES 
	      FREQUENCY
	 PRECENTAGE (%)

	STRONGLIY AGREE
	             18
	           72

	AGREE 
	              2 
	           8

	UNDECIDED
	              2
	            8

	DISAGREE
	               3
	             23

	STRONGLYDISAGREE
	               0
	               0

	    TOTAL
	               25
	              100


Source: Research’s Survey, 2023                                                                                                                                          
	The table above reveals that 72% of the respondents consider the efficient management of working capital as a reference point to the business survival of the company, while 80% of the respondents also agree but not strongly, 85 undecided and the remaining 12% disagree with this statement.
Question 3:   Does the effective management of working  capital enhance liquidity of the business?
TABLE 4.10      
	RESPONSES 
	      FREQUENCY
	 PRECENTAGE (%)

	STRONGLIY AGREE
	               21
	            84 

	AGREE 
	                2
	             8

	UNDECIDED
	                2
	             8

	DISAGREE
	                0
	             0

	STRONGLYDISAGREE
	               0
	             0

	    TOTAL
	               25
	            100


Source: Research’s Survey, 2023
   It can be deduced from the above that 24% respondents rated at 84% strongly agree with the statement, 80% of the respondent also agree but not strongly, the remaining 80% were undecided with the statement,
Question 4: Does an efficient management of  working capital increase profitability?
TABLE 4.11
	RESPONSES 
	      FREQUENCY
	 PRECENTAGE (%)

	STRONGLIY AGREE
	               23
	            92

	AGREE 
	                2
	             8

	UNDECIDED
	                0
	             8

	DISAGREE
	                0
	             0

	STRONGLYDISAGREE
	               0
	             0

	    TOTAL
	               25
	            100


Source: Research’s Survey, 2023
      The table above depicts that 92% which represent the larger proportion of the total respondent strongly agree with the statement while only and the remaining 8% agree but not so much with this statement.
Question 5   Since management of working capital is a short term decision, does it have any effect on overall performance of the company?
TABLES 4.12
	RESPONSES 
	      FREQUENCY
	 PRECENTAGE (%)

	STRONGLIY AGREE
	               23
	            92

	AGREE 
	                1
	             4

	UNDECIDED
	                1
	             4

	DISAGREE
	                0
	             0

	STRONGLYDISAGREE
	               0
	             0

	    TOTAL
	               25
	            100


Source: Research’s Survey, 2023
              It can be observed from the above that 92% of the respondents consider that the working capital strongly have effect on overall performance of the company, 4% agree with the statement but not strongly, while the remaining 4% were undecided:
Question 6   Does an optimal level of stock have any impact on the firm’s good will?
       TABLE 4.13 
	RESPONSES 
	      FREQUENCY
	 PRECENTAGE (%)

	STRONGLIY AGREE
	               18
	            72

	AGREE 
	                4
	             16

	UNDECIDED
	                0
	             0

	DISAGREE
	                3
	             12

	STRONGLYDISAGREE
	               0
	             0

	    TOTAL
	               25
	            100


Source: Research’s Survey, 2023
    The table above shows that 72% of the respondents strongly agree that the maintenance of an optimal level of stock has impact on the maintenance of an optimal level of stock has impact on the firm’s goodwill, 16%has supported the statement but not strongly while 12% disagree with the statement.
   Question 7     Excessive investment in inventory result in:
TABLE 4.15
	RESPONSES 
	     FREQUENCY
	 PRECENTAGE (%)

	Excessive Carrying Cost
	               3
	            12

	Risk of liquidity 
	                5
	             20

	Unnecessary tie-up of firm’s fund  
	                5
	             20

	Obsolesce
	                2
	              8

	All of the above 
	               10
	             40

	    TOTAL
	               25
	            100


Source: Research’s Survey, 2023
  From the table above, it was confirm that 12% of the respondents believed that excessive investment in inventory can lead to excessive carrying  cost, 20% each believed that  it will lead to risk of liquidity 8% choose obsolesce while the remaining 40% which represents the largest proportion support the excessive investment in inventory can lead to all of the above  problem.

Question 8	Does the cash planning crucial in developing operation plans of the firm?
TABLE4.16
	RESPONSES 
	      FREQUENCY
	 PRECENTAGE (%)

	STRONGLIY AGREE
	                23
	            92

	AGREE 
	                1
	             4

	UNDECIDED
	                1
	             4

	DISAGREE
	                0
	             0

	STRONGLYDISAGREE
	                0
	             0

	    TOTAL
	               25
	            100


Source: Research’s Survey, 2023
          From the table, majority of the respondents which represents 92% strongly agree with the statement  4% also agree but not strongly while the remaining 4% were undecided.
Question 9    Can cash management be used to maximize cash availability and interest income on any idle fund?  
Table 4.17
	RESPONSES
	
	

	STORNGLE AGREE
	            12
	              48

	AGREE
	             7
	               28

	UNDECIDED
	              4
	              16

	DISAGREE
	              2
	                 8

	STRONGLE DISAGREE
	             0
	              0

	TOTAL
	             25
	            100


Source: Research’s Survey, 2023
   From the table above, it clearly indicates that 48% of the respondent strongly affirm that the cash management is importance is visa –vis.
     The maximization of cash  available and interest income on idle fund 28% also felt that the same way but not much. 16% were undecided while 8% disagree with the statement.
Question 10 Inadequate management of debtors can unnecessarily increase administrative cost and bad debt?
     TABLE 4.18
	 RESPONSES
	FREQENCY
	PRECENTAGE(%)

	STORNGLY AGREE
	           22
	               88

	AGREE
	             3
	             12

	UNDECIDED
	0
	0

	DISAGREE
	0
	0

	STRONGLY DISAGREE
	0
	0

	TOTAL
	25
	100


Source: Research’s Survey, 2023	
The table above reveled that majority of respondents i.e 22 rated at 88% strongly agree that inadequate management of debtors can lead to high administrative cost and bad dept. The remaining 12% i.e 3 respondent also share the same view but not strongly agree.
Question 11 Does an excessive and adequate investment in working capital create problem to the organization?
TABLE 4.19
	RESPONSE 
	FREQUENCY
	PERCENTAGE (%)

	STRONGLY AGREE
	21
	84

	AGREE
	4
	16

	UNDECIDED
	0
	0

	DISAGREE
	0
	0

	STRONGLY DISAGREE
	0
	0

	TOTAL
	25
	100


Source: Research’s Survey, 2023
The table above show the larger proportion of the respondent rated 85% strongly agree with the statement while only 4 respondent rated at 17%  also share the same view but not so much.
TABLE 4.20
	QUESTION
	SAMPLE
	EXPECTED MEAN[N]
	STANDARD ERROE
[S.E]

	1
	8.33
	1.2
	

	2
	12.50
	1.12
	2.69

	3
	6.25
	1.6
	2.72

	4
	8.33
	1.24
	3.10

	5
	12.50
	1.08
	2.94

	6
	8.33
	1.12
	3.59

	7
	8.33
	1.4
	2.34

	8
	5.00
	3.44
	1.23

	9
	8.33
	1.12
	3.59

	10
	6.23
	1.84
	1.51

	11
	12.5
	1.12
	2.69

	12
	12.5
	1.16
	2.40


4.4 HYPOTHENSIS TESTING 
A hypothesis is a concise assumption or generalization of an outcome subject to further proof or investigation.
This sub-section dealt with test of hypothesis earlier formulated in chapter one of this study. And the hypothesis is tested using the student “t” distribution at the 95% confidence level at degree of freedom of (n - 10) i.e. 25 – 1 = 24
The “t” test id represented as;
T = X – U
       S . E
Where;
X = sample mean, given as Σxi
Nx
U = population means ( expect mean) is given by 
Xi.p
Nx
S . I – Standard Error; and is equally represented by
S . E =        ə2
n
DECISION RULE:
	If the calculated value tested at 95% confidence level is higher than the  value of “t”, the null hypothesis is rejected and otherwise, the alternative hypothesis is rejected.
TABLE 4.2.1 
	HYPOTHESIS 
	QUESTION NUMBER 
	TABLE 

	1
	5
	4.11

	2
	5
	4.12

	3
	6
	4.13


Source:  Research’s Survey, 2017
The above table indicates the question that are used to test each of the hypothesis earlier formulated.

4.4	TEST OF HYPOTHESIS
HYPOTHESIS ONE:
H0: Efficient management of working capital does not enhance liquidity.
H0: Efficient management of working capital enhance liquidity.
This hypothesis is set in an attempt determine whether the effective management of working capital enhance liquidity of the firm. Since the students “t” test is applied and represented by:
t = X - U 
     S . E
X          =   8.33
U          =   1.24
S.E        =  3.10
t             =  8.33 – 1.24
                 3.10
t = 2.287 ( see appendix for analysis) tabulate value of  “t” at 95% confidence level is 1.71.
DECISION 
	Since the calculated value of “t” (2.287) as per appendix II is greater. Than the tabulated “t” (1.71), the alternative analysis (H1) is accepted while null hypothesis (H0) is rejected.
According the hypothesis indicated that truly, efficient management of working capital enhance liquidity of the firm with a particular reference to the manufacturing company.
HYPOTHESIS TWO
H0:  Efficient management of working capital does not improve profitability.
H1:  Efficient management of working capital improve profitability. The purpose of starting this hypothesis is to test the effectiveness of working capital on the profitability of a term.
The student “t” test is applied and represented by:
t= X-U      
     S.E
X    =   12.50
U    =   1.08
S.E  =    2.97
t  =  12.50-1.08
           2.97
t= 3.845 (see appendix for the analysis) tabulated value of “t” at 95%confidence level is 1.71.
DECISION
   Since the calculated value of “t” (3.845) as per appendix ii is greater than the tabulated “t” (1.71), the  alternative hypothesis (H1) is accepted while null hypothesis (Ho)is rejected.
   Accepting the hypothesis indicates that empirically, efficient management of working capital increase liquidity, of the firm’s profitability with a particular reference to the manufacturing company.
Ho: Efficient management of working capital does not enhance overall management of a company.
H1: Efficient management of working capital enhances overall management of the company. 
   This hypothesis is stated for the purpose of testing the effectiveness of the management of working capital on the overall performance of the management.
  The students ”t” test is applied and represented by:
t =   X-U    
       S.E 
X  = 8.33
U  = 1.12
S.E = 3.59
t = 8.33-1.12
      3.59     
t = 2.008(see appendix for the analysis) tabulated value of “t” at 95% confidence level is 1.17.
DECISION
  Since the calculated value of “t” (2.008)as per appendix ii is greater than tabulated “t”(1.17), the alternative hypothesis (H1) is accepted while null hypothesis (Ho) is rejected.
	Accepting the hypothesis indicates that empirically, efficient and  proper management of working capital enhance the overall performance of the firm. Particularly, the manufacturing company which we are mainly concerned about.

4.5	SUMMARY OF FINDINGS
	Adequate investment in working capital
	It was discovered that with proper planning, a business organization can have adequate investment in working capital which is necessary for its business operation. It was also discovered that whether a business enterprise is able to attain an adequate level of investment in working capital or not, it still need to manage its working capital properly.
	The fact that an organization needs to take into consideration many factors before investing in working capital is help and it is absolutely necessary for an organization obtained having excessive or adequate working capital because of their inherence cost associated with such situation.
It was discovered that the like work attitude of many finance managers to working capital management in the past has lead to the liquidation of most business organization otherwise demanded to be viable.
Inventory control and valuation has an effect to the financial position of company and therefore, the necessary of having capital control over its purchase from suppliers, receipt and issue from the warehouse is highly demanded. It is necessary for a company to adequately plan for its cash out follows as and when due. In addition, it is important to have strict control over physical cash (cash in hand) so as to avoid misappropriation and misapplications.
It is apparent that most business organization hardly survives without selling on credit which in turn makes it important for an organization to have credit control policies.



CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 SUMMARY
        From our findings, it is observed that management must ensure that business has sufficient working capital. Too little will result in cash flow problems by an organization exceeding it agree overall limit, finding to pay suppliers in time, and being unable to claim for prompt payment in the long run , business with insufficient working capital will be unable to meet its current obligation and would be forced to cease trading even if remain profitable on paper. On the other hand if an organization ties too much of its resources in working capital employed. Again, this is not a desirable situation.
     Moreover a company stands a better chance of increasing its profitability of proper attention is given to the management of working capital. The better a company manages its working capital, its working capital, the less the company needs to borrow. Even companies with cash purpose need to mange its working capital properly to ensure that those that surpluses are invested in such a way that generate suitable returns for the company. 
   Finally, an efficient and efficient management of working capital can help to enhance or improve the overall management of a company. This can only be achieved if more attention is given to each of the components that make up the working capital. Over or under capitalization must be prevented for the components.

5.2 CONCLUSION
     The following conclusion could be drawn from the result o our findings. 
i. That working capital is the lifeblood of any enterprises, so it requires much attendant in its management. Failure to do so could result into insolvency or liquidity of business. 
ii. That cash is the lifeline of a company. If this lifeline deteriorates, so also the company’s ability to found operations, reinvest and meet capital requirement and payment. 
5.3	RECOMMENDATIONS
           Based on the result of our findings, the following recommendation is also is made;
· Managing inventory is a juggling Act. Excessive stocks can place a heavy burden on the cash resources of a business. Insufficient stock can result in lost sales, delays for customer’s e.t.c.
· In view of this, Lubcon limited should manage its inventory properly and maintain an optimum stocks level.
· In addition, proper cash planning   is a key to the survival of business firms. This entails the preparation of cash budget which indicate the flow of receipt and payment in  and out of the business and forecast period of surplus and deceit cash balance thereby reducing the level of uncertainty. With respect to Lubcon limited, should develop proper cash  planning.
Cash flow can be significantly enhanced it the amount owing to a business are collected faster. Every business needs to knows who owe them money, how much is owed. Late  payment erodes profits and cash lead to bad debts. Therefore, it is recommendation that Lubcon limited company should compare the associated benefits of grating credit with the cost involves before granting it.
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