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CHAPTER ONE
1.0	INTRODUCTION
1.1	BACKGROUND TO THE STUDY
Management at working capital which aims at maintaining an optimal balance between each of the writing capital components, hat 1s, Cash receivable, inventory and payables is a fundamental part of the overall corporate strategy to create value and is an important source of competitive advantage in business (Deloof, 2003). In practice, it has become one of the most important issues in an organization with many financial executives struggling to identify the basic working capital to hold so as to minimize risk, impassively prepare for uncertainty and improve the overall performance of their business (Lamberson, 1995). The existence of efficient working capital management practices can make substantial difference between the success and failure of a company.
In the world of business, the ability to seize every opportunity and to seek practical business tools and techniques to improve the financial performance are of paramount importance for success. Accounting reports provide different measures of a firm's financial performance like net income, return on asset (ROA), equity (ROE), to name a few, although not all business activities are for profit, business needs resources to support all its activities.
Good business acumen dictates that business resources should be managed efficiently. Money tied up in working capital is one area with looking into. Working capital, for most firms, constitutes a big chunk of their investment. Tying up cash in working capital is as much as an investment as is tying up cash in plant and equipment". (Louderback, et.al.2000). it is therefore  expected that "a restricted lean-and -mean current asset investment policy generally provides the highest expected return" (Brigham E. and Gapenski, L., 1997). On this note, business leaders cannot overlook working capital management and its impact on profitability of the firm.
The maintenance of cash at a desirable level for the purpose of setting liabilities on maturity and using the investment opportunities that are indicative of the flexibility of the economic entity, moreover the availability of material needed for production in order to enable the entity to provide the needs of its customers is indicative of the importance of working capital, as established by Padachi (2006), efficient management of working capital is vital for the success and survival of companies to enhance performance and contribution to economic growth. Garcia-Tervel and Marinez-Solano (2007) affirmed in their study the importance of working capital management on the profitability of Spanish firms. They demonstrated in their study how managers can improve profitability by shortening the cash conversion cycle through inventory reduction and reduction in the outstanding number of day's receivables.
Managers have shortened the cash cycle through shortening the period of receivables collections and inventory turnover and lengthening the period of setting liabilities, in order to increase company profitability (Nobance and Alhajjan, 2009). Any decision made by the managers of the entity in this context can significantly affect return of the entity stock which shall transform company value and ultimately increase shareholders wealth (Michalsaki, 2005). There is therefore, need for a desirable working capital strategy that maximizes shareholder interest and directs them in challenges that the entity faces (Michalski, 2008). It is against this background that the present study seeks to examine the impact of working capital management on the profitability of United Bank of Africa in Nigeria.
1.2	STATEMENT OF THE PROBLEM
The chief finance officers of most companies spend most of their time effort on day-to-day working capital management, still, due to the inability of financial managers to property plan and control the current assets and current liabilities of their companies, the failure of a large number of business can be attributed to the inefficient working capital management. Inadequate working capital leads the company to bankruptcy. On the other hand, too much working capital results in wasting cash and ultimately the decrease in profitability (Chakraborty). Management strategy aimed at maintaining a balance between liquidity and profitability has far reaching consequences on the growth and survival of the firm. Thus, the manager of a business entity is in a dilemma of achieving desired tradeoff between liquidity and profitability in order to maximize the value of a firm.
Empirical evidence suggested that managers can create value by reducing their firm's number of day's accounts receivable and inventories and shortening the cash conversion cycle. A number of studies have been conducted both in Nigeria and other economics on the working capital management and firm profitability. However, these studies produced conflicting results and moreover, no study has been done on the United Bank of Africa quoted on the Nigerian stock exchange. This is another modest contribution to bridge the research gap in the working capital management and profitability of United Bank of Africa using more recent data.
1.3	RESEARCH QUESTIONS
The following research questions are posed in order to achieve the stated objectives of the study.
i. To what extent does the cash transformation cycle influence the profitability of United Bank of Africa plc, Ilorin
ii. To what extent does the cash average period of debt settlement influence the profitability of United Bank of Africa Plc, Ilorin?
iii. To what extent does the average collection period of receivables influence the profitability of United Bank of Africa plc, Ilorin?
iv. To what extent does the average period of inventory retention influence the company profitability of United Bank of Africa Plc, Ilorin?
1.4	OBJECTIVES OF THE STUDY
The main objective of the study is to examine the impact of working capital on the profitability of a limited company. The specific objectives are:
i. To ascertain the influence of cash transformation cycle on the profitability.
ii. To ascertain the influence of average period of debt settlement on the profitability.
iii. To ascertain the influence of average collection period of receivables on the profitability.
iv. To ascertain the influence of average period of inventory retention on the profitability.
1.5	RESEARCH HYPOTHESES
The following null hypotheses are stated and would be tested for the study findings:
HO1:	Company profitability is not significantly influenced by cash transformation cycle.
HO2:	Company profitability is not significantly influenced by the average period of debt settlement.
HO3: Company profitability is not significantly influenced by the average period of collection of receivables.
HO4: Company profitability is not significantly influenced by the average period of inventory retention.
1.6	SCOPE OF THE STUDYY
The study is limited to the impact of working capital management on the profitability of United Bank for Africa in Nigeria, The study covers the period of two (2) years (i.e. from 20120-2025). The choice of this period is to be able to use recent data to confirm results of prior studies.
1.7	SIGNNIFICANCE OF THE STUDY
The study will be of immense significance to corporate managers, researchers and student. First, managers of companies, especially of United Bank of Africa will have insight on how best to optimize balance between liquidity and profitability in their companies. The study will equip managers with desirable working capital strategy that maximizes shareholder interests and direct them in challenges that the entity faces. Secondly, researchers and students who are interested in the working capital management of companies and the impact on performance will find this work of immense benefits. It will therefore, contribute to existing literature in the area of corporate finance.
1.8	LIMITATION OF THE STUDY
The constraints or limitation encountered by the researcher are numerous which include; environmental factors, time finance and so on. Another constraint is time, this is because the time frame for writing and submission of the research project was strictly limited and is such a more elaborate research could undertake.
Difficult in obtaining the required information is one of the serious limitation encountered by the research was the Lulse-worm attitude of the official who are suppose to give relevant information secrecy syndrome is the problem encountered that is official not giving straight answer or data required information. Mobility is another factor to be considering the inability of the researcher during the research to be able to keep up the appointments in another limiting factor, since the researcher will have to give at the bus-stop for transportation warrant happiness to appointment. 
1.9	DEFINITION OF TERMS
Working Capital: also known as net working capital (NWC) is the difference between a company' s current assets, such as cash, accounts receivables (customer's unpaid bills) and inventories of raw material and finished goods, and its current liabilities such as accounts payable.
Profitability Ratio: Consist of group of metrics that asses a company's ability to generate revenue relatives to its revenue, operating Costs, balance sheet assets and shareholder's equity. 
Customer: is the recipient of a good, service, product or an idea obtained from a seller, vendor or supplier via a financial. A stock exchange, securities exchange or because is a facility where stock brokers and traders can buy and sell securities, such as shares of stock and bonds and other financial instruments.
Information: is the resolution of uncertainty; it is that which answers the question of "what an entity is" and thus defines both its essence and nature of its characteristics. Information relates to both "data and knowledge', as data represents values attributed to parameters, and knowledge signifies understanding of a concept.
Liquidity: Describes the degree to which an asset or security can be quickly bought or sold in the market at a price reflecting its intrinsic value. Cash is universally considered the most liquid asset, while tangible assets, such as real estate, fine art and collectibles.


CHAPTER TWO
REVIEW OF RELATED LITERATURE
2.1    Introduction
Working capital management (WCM) is a crucial component of financial management that focuses on maintaining a balance between a firm’s short-term assets and liabilities to ensure operational efficiency and profitability. For deposit money banks (DMBs), efficient WCM is essential due to the unique nature of their operations, which involve liquidity management, cash flows, and credit risk. This literature review explores the theoretical frameworks, empirical findings, and critical perspectives on the impact of WCM on the profitability of DMBs.
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
Working capital management involves the relationship between a firms short term assets and its short term liabilities (Pandy, 2011). The goal of working capital management is to ensure that a firm is able to continue its operations and that it has sufficient ability to satisfy both maturing short term debt and upcoming operational expenses (Padachi, 2013). The management of working capital involves the management of inventories, accounts receivable and payable and cash, working capital refers to current assets and in particular cash, debtors and stocks (Manasseh, 2009).
2.3.1 Agency Theory
This is a relationship between principle and agents in business. It is concerned with solving problems that can exist in agency relationship such as shareholders and company executives. These problems arise when desires and goals of the principal and agent are in conflict and the principal is unable to verify what the agent is actually doing (Bruce et al, 2012).
According to Alaoto, Awunyo-Victor and Adeoye (2013) analyzed the relationship between working capital management practices and profitability of listed manufacturing firm in Ghana. The study used data collected from annual reports of all the 13 listed manufacturing firms in Ghana period from 2005-2009. Using panel data methodology and regression nana covering the study found significant negative relationship between analysis, the profitability and account receivable days.
However, the firm's cash conversion cycle, current asset ratio size and current asset turnover significantly positively influence profitability. The study suggests that managers can relate value for their shareholders by creating incentives to reduce their accounts receivable to 30 days. It further recommended that, enactments or local laws that protect indigenous firms and restrict the activities of importers are eminent to promote increase demand for locally manufactured goods both in the short and long runs in Ghana.
2.3.2	Risk Return Trade Off Theory
The theory assumes that every investor is rational and at a given level of risk, they will accept only the largest expected return that is given two investments at the exact same level of risk, all other things being equal, every rational investor will invest in the one that offers he higher return. The risk-return trade off is persuasive throughout finance (Markowitz, 2009).
According to Almazari (2013) investigated the relationship between the working capital management (WCM) and the firm's profitability for the Saudi cement manufacturing companies. The sample included 8 (eight) Saudi cement manufacturing companies listed of Saudi exchange for the period of 5 years from 2008-2012. Pearson Bivariate correlation and regression analysis were used. The study results showed that Saudi cement industry's current ratio was the most important liquidity measure which affected profitability, therefore, the cement firms must set trade-off between these two objectives so that, neither the liquidity non profitability suffers. It was also found as the size of a firm increases, profitability declined; linear regression test confirmed a high degree of association between the working capital management and profitability.
2.4	EMPIRICAL REVIEW
Padachi, (2012) profitability of United Bank of Africa examined the trends in working capital management and its impact on firms profitability. The results proved that a high investment in inventories and receivables is associated with lower profitability. Further, he showed that inventory days and cash conversion cycle had positive relation with profitability. On the other hand, account receivables days and account payable days correlated negatively with profitability. In another study, Dong and Tyh-tay-su (2010) documented a study to find out the relationship between working capital management and profitability. They considered gross operating profitability as a dependent variable and account receivable ratio in number of days, account payable ratio in number of days, and cash conversion cycle as independent variable. Size of the firms, debt ratio and fixed asset to total assets are control variables. They found that there is a negative relationship between account receivable in number of day and inventory in number of days and profitability. But there is positive relationship between account payable in number of days and profitability.
Significance of working capital management efficiency is irrefutable business success heavily depends on the ability of the financial managers to effectively manage receivables, inventory and payables (Filbeck and Kruegger, 2014). Firms can decrease their financing costs and raise the funds available for expansion projects by minimizing the amount of investment tied up in current assets. 
Hussein (2011) profitability of United Bank of Africa study on the influence of working capital management on corporate profitability found that there exist a highly significant negative relationship between the time it takes for firms to collect cash from their customers and profitability. He explained that the more profitable firms take the shortest time to collect cash from the customers. The study further related that there exist a highly significant positive relationship between the inventory conversion period and profitability. It was explained that firms, which maintain sufficiently high inventory levels, reduce costs of possible interruptions in the production process and loss of business due to scarcity and products. Finally, the study established that there exists a highly significant positive relationship between the average payment period and profitability. He held that the longer a firm takes to pay its creditors, the more profitable it is. In this study, a sample of 30 firms listed on Nairobi stock exchange for the periods 1993 to 2008 was used. Both the ported OLS and the fixed effects regression models were used.
Gracia-Tervel and Martinez-Solana (2010) collected a panel of 8,872 small to medium-size enterprises (SMEs) from Spain and tested the effects of working capital management on SME profitability using the panel data methodology. The results demonstrated that managers could create value by reducing their inventories and the number of days for what their accounts are outstanding.
Large inventory and a generous trade credit policy may lead to high sales. Larger inventory reduces the risk of a stock-out. Trade credit may stimulate sales because it allows customers to assess product quality before paying (Deloof & Jegers, 2010). Another component of working capital is account payable. Delaying payments to suppliers allow a firm. On the other hand, late payment of invoice can be very costly if the firm is offered a document, for carly payment. Deloof (2011) established that most firms had a large amount of cash invested in working capital. It can therefore be expected that the way in which working capital is managed will have a significant impact on profitability of those firms using correlation and regression tests, he found a significant negative relationship between gross operations income and the number of days accounts receivables and inventories to a reasonable minimum. The negative relationship between account payable and profitable is consistent with the view that less profitable firms wait longer to pay their bills.
Oladeji and Olasayo (2020) profitability of United Bank of Africa studied effect of different variable of working capital management including average collection period, inventory turnover in days, average payment period, cash conversion cycle, and current ratio on the net operating profitability of patistani firms. They fund that as the cash conversion cycle increases, it leads to decreasing profitability of the firm and managers can create a positive value for the shareholders by reducing the cash conversion cycle to a possible minimum level.
	Falope and Ajilore (2019) profitability of United Bank of Africa utilized panel data econometrics in a pooled regression, where time- series  and cross-sectional observations were combined and estimated. They find a significant negative relationship between not operating profitability and the average collection period, inventory turnover in days, average payment period and cash conversion cycle for a sample of fifty Nigeria firms listed on Christopher and Kamelevalli's (2011) probability of United Bank of the Nigerian Stock Exchange. Africa study, the independent variables used were current ratio, quick ratio, inventory turnover ratio, working capital turnover ratio, debtor's turnover ratio, ratio of current asset to total asset, ratio of current asset to operating income, comprehensive liquid index. net liquid balance size and leverage and profitability) was measured in terms of growth while dependent variable (profitability) was meas return on investment (ROI). From multiple regression analysis, negative association with ROI was established in current ratio, cash turnover ratio, Current asset to total asset and growth rate. In another study, Gameson (2012) analyzed impact of working capital management upon the performance of firms in Telecom industry. The variables used were days sales outstanding, number of days for payment to vendors, average days inventory held, cash conversion efficiency, revenue to total assets, revenue to total sales etc the findings revealed negative% insignificant. Raleman, Afiza, Qayuyum and Bodla (2010) profitability if United Bank of Africa analyzed the impact of working capital management on firm's performance in Pakistan for the period 1998 to 2008. For this purpose, balanced band data of 204 manufacturing firms was used which are listed on Karachi Stock Exchange. The result indicates that the cash conversion cycle, net trade cycle and inventory turnover in day are significantly affecting the performance of the firms. They concluded that manufacturing firms were in problems with either collection or payment policies. Financial leverage, sales growth and firm size also had significant.
Aharemu (2003) profitability of United Bank of Africa elucidated that efficient liquidity management involves planning and controlling current Gets and current liabilities in such a manner that eliminates the risk of ability to meet due short-term obligations and avoids excessive investment in these assets. The relation between profitability and liquidity was examine, as measured by Current ratio and cash gap (cash conversion cycle) on a cample 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 affects profitability at the industry level. Garcia-Terud and Martinez Solano (2010) also established that shortening the cash conversion cycle improves the firm's profitability.
Ghosh and Maji (2015) profitability of United Bank of Africa, in their paper made an attempt to examine the efficiency of working capital management of the lndian cement companies during 1992-1993 to 2001-2002 for measuring the efficiency indices were calculated instead of using some Common working capital management ratios. Setting industry norms as target efficiency levels of the individual firms, this paper also tested the spread ot Cnieving that target level of efficiency by an individual fim during the period of study. Findings of the study indicated that the Indian cement industry as a whole did not perform remarkable well during this period.
In another study by Lyrovdi and Lazandia (2014), profitability of United Bank of Africa, food industry in Greece was used to examine the cash conversion cycle as liquidity indicator of the firms and characteristics with components variable and investigate the implication of C.C.C in terms O profitability. Indebtedness and firm's size indicate that there is a significant positive relationship between C.C.C and net profit margin but had no linear relationship with leverage ratios conversely the debt to equity ratio and a positive one with time interest external ratio and finally there is no difference between liquidity ratios of large and small firms.
A popular measures of working capital management (WCM) is the cash conversion cycle, i.e. the time lag between the expenditure for the purchases of raw material and the collection of sales ot inancial goods. The longer this time lag, the larger the investment in working capital (Oladeji1,2013). A larger cash conversion cycle might increase profitability might also decrease with the cash conversion cycle, if the costs of higher more inventories, and or granting more trade credit to customers. This decision of the importance of working capital management, its different components and its effects on profitability leads us to the problem statement which the researcher will be analyzing. Singh and Pandey (2012) had an attempt to study the working capital components and the impact of working capital management profitability of Hindalco Industries Limited for period from 1990 to 2007. Results of the study showed that current ratio, liquid ratio, receivables turnover ratio and working capital tO Total assets ratio
Adedeji (2011), examined the impact of working capital efficiency on profitability of Jordanian acturing firms analyzed the P and data through descriptive statisti data through descriptive statistics, Pearson correlation coefficients, ordinary least squares (OLS least square (251s) regression models. The results ot study found a negate of study found a negative cionificant relationship between profitability and the average receivable ge collection period average convers1on cycle which expresses the efficiency af able working capital. This study revealed a positive significance between the size f of the firm, growth of sales and cement ratio from this side and profitability from other side finally, financial leverage correlated negatively with profitability. Lazaridis and Tryforids (2016) profitability of United Bank of Africa have invested relationship between working capital management and capital management and corporate profitability of listed companies in the Athens stock exchange. A sample of 131 listed companies for period of 2001-2004 was used to examine this relationship. The result from regression analysis indicated that there was a statistical significance between profitability, measures through gross operating profit and the cash conversion cycle. From those results, they claimed that the manager could create value for shareholders by handling correctly the cash conversion cycle keeping eacCn different component to an optimum level. Finally, Amarjit, Nahun anmd Ney (20L) profitability of United Bank of Africa of Africa studied the relationship between Working capital management and can firms listed on the New ofitability in the United States with 88 America York stock exchange for a period of 3 years (2011-2013). Their study applieca profi conventional and non-experimental research design and measured variableS as, (independent) number of days account receivable, number ol days account payables, cash conversion cycle, (dependent) gross operaung S1ze, financial debt ratio and fixed financial profit, (control variables) firm asset ratio. Their study indicated a negative relationship between profitability pro and average days of account receivable and positive relationship between cash conversion cycle and profitability. Based on these findings, they sugeest that managers can create value for their shareholders by reducing the debtor's collection period. Furthermore, less profitable firms will pursue a decrease or their debtors in an attempt to reduce their cash conversion cycle. Hence, they concluded that profitability can be enhanced if firm can efficiently manage In spite of the touted impact efficient working capital management their working capital may have on business profitability, not much has been done in the area of the provision of empirical evidence in support of the claims of working capital management on profitability performance of Nigeria companies. Given this paucity of empirical studies it is hoped that this study will fill a gap and provide useful support for understanding the determinants of corporate performance in Nigeria.


[bookmark: _bookmark36]CHAPTER THREE
[bookmark: _bookmark37]3.0	METHODOLOGY
3.1	INTRODUCTION/AREA OF STUDY
In this chapter, the methodology employed in conducting the research within the chosen area of study is outlined. This chapter details the procedures, techniques, and tools utilized to address the research questions and achieve the objectives of the study.
[bookmark: _bookmark38]3.2	RESEARCH DESIGN
The researcher used quantitative descriptive research design to establish the relationship between budgeting and budgetary control and financial performance of public institutions. According to Labaree (2009) quantitative research emphasizes on statistical and numerical analysis of collected data. It focuses on collecting data to explain a particular phenomenon.
Descriptive research study measures objects in a study only once and is used to establish association between study variables. Alsheikhet, Drury, Petter, Alex, Hong, Janex and Friend. (2011) stated that descriptive design describes the research questions who, what, when, where, why, and how with respect to variables in a population.
[bookmark: _bookmark39]3.3	POPULATION OF THE STUDY
Population can be defined as the total number of people occupying certain geographical location of a period of time while sampling involves the smart part of  fraction of a population that is subjective to details and extensive analysis. In this  research work, the population involves the UBA staff, the target population is the selected respondents that have knowledge of budget and budgetary control. The population is 80 respondents.
3.4 SAMPLE/SAMPLING TECHNIQUE
	Sampling of the opinion has been drawn using simple random sampling method. Random sampling is used because it is the only method that gives the respondents equal chance of being selected and it is an unbiased technique. Therefore, to determine the sample size for the study. Yaro Yamane’s formula will be applied i.e
n =     N
	1+N (e)2             N=80
	 
Where N = Population
				n = Sample Size
				e = error (5%)
				1 = constant
 				=	80
						       1+80(5%) 2
						=	   80
							1+80(0.05)2											         		=	   80
							1+80(0.0025)
						=	80
							1+0.25
						=	80
							1.25
						= 64
	Sample size of the population is 64 and the researcher issue the same number of the questionnaire to the staff of the company to answer. 
3.5	SOURCES OF DATA
This area covers sources of data used by the researcher while carrying out the study. The researcher used both primary source and secondary source of data.
[bookmark: _bookmark41]Primary Source Data
[bookmark: _bookmark42]	Primary source data provided first hand information. The researcher sent questionnaires to the staff and management staff of UBA to collect data.


Secondary Source Data
	Secondary data was drawn from text book, internet, library and annual report of UBA.
[bookmark: _bookmark40][bookmark: _bookmark43]3.6	METHOD OF DATA ANALYSIS
This area covered diagnostic test, conceptual model and analytical model. Tables and charts were used to present data. SPSS version 21 to analyze the data.
The researcher used the following diagnostic test as a statistical measure to test data accuracy.
3.7 [bookmark: _bookmark44][bookmark: _bookmark48]DEFINITION AND MEASUREMENT OF VARIABLES
	The research instrument used for this research study is Questionnaire. The nature of the questions where options are given to respondent to choose from. The questionnaire is divided into two parts. The part A consist of the respondent while  the part B contain the questions relating to the topic for the purpose of this study, 30 copies of questionnaire were administered.
3.8	MODEL SPECIFICATION
	The following models are designed for the purpose of this study
GDP =F (MKTCAP, VALTRAN, NOLIST, TONIS)
The econometric specification is thus;
	GDP = β0 +β1 MKTCAP + β2 VALTRAN +β3 NOLIST + β4 TONIS
To account for other indices that are no specified, we introduce the error term. Thus;
	GDP = β0 + β1 MKTCAP + β2 VALTRAN + β3 NOLIST + β4 TONIS.
	By linearization, we have the question thus;
Log GDP = β0 + β1 log MKTCAP + β2 log VALTRAN + β3 log NOLIST + β4 log TONIS + µ




Where:
	GDP = Gross domestic products.
	VALTRAN = Value of transaction.
	NOLIST = No of listed securities.
	TONIS = New issues.
	µ = Error Term.
Aprori expectation; β1, β2, β3, β4 > 0




CHAPTER FOUR
4.0	DISCUSSION 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, 64 questionnaires were administered. All the questionnaires administered 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	PRESENTATION OF DATA AND ANALYSIS
TABLE 4.1: GENDER DISTRIBUTION OF RESPONDENTS.
	GENDER 
	FREQUENCY 
	PERCENTAGE (%)

	MALE
	39
	61

	FEMALE
	25
	39

	TOTAL
	64
	100


Source: Research’s Survey, 2025
	The table 4.1 shows clearly that 39 respondents rated at 61% are male; while 25 respondents rated at 39% are female
TABLE 4.2: AGE DISTRIBUTION OF RESPONDENTS                
	AGE
	FREQUENCY
	PERCENTAGE (%)

	21-30
	15
	23

	31-40
	20
	31

	41-50
	16
	25

	51 and above
	13
	21

	TOTAL
	64
	100


Source: Research’s Survey, 2025
   Table 4.2 shows clearly that 15 respondents at 23% fall within the age of 21-30, 20 respondents rated at 31% are within 31- 40, 25% are of 41-50 years of age while 21% are 51 years and above.
TABLE 4.3: MARITAL STATUS OF RESPONDENTS
	STATUS
	FREQUENCY
	PERCENTAGE (%)

	SINGLE
	37
	58

	MARRIED
	27
	42

	Total
	64
	100


Source: Research’s Survey, 2025
	Table 4.3, shows that larger percentages (58%) of the respondents are single while 42% of the respondents are married.
TABLE 4.4, EDUCATIONAL QUALIFICATION OF RESPONDENTS
	STATUS
	FREQUENCY
	PERCENTAGE (%)

	WAEC / NECO
	22
	34

	OND / NCE
	17
	27

	BSC/ HND
	19
	30

	PROFESSIONAL
	6
	9

	TOTAL
	64
	100


Source: Research’s Survey, 2025
	The table 4.4 shows clearly that 6 respondents rated at 9% are professional, 19 respondents rated at 30% are BSC/ HND, 17 respondents rated at 27% are OND/NCE certificate holders, while 22 respondents rated at 34% are WAEC/ NECO certificate holders.

 Table 4.5: MANAGEMENT CADRE
	STATUS
	FREQUENCY 
	PRECENTAGE (%)

	TOP
	           26
	41

	MIDDLE
	           18
	28

	LOWER
	           20
	31

	TOTAL
	64
	100


Source: Research’s Survey, 2025
     Table 4.5, show that 20 respondent rated at 31% are lower cadre, 18 respondents rated at 28% are middle cadre while 26 respondent rated at 41% are rated at Top cadre.
TABLE 4.6: YEARS OF EXPERIENCE
	EXPERIENCE
	FREQUENCY 
	PERCENTAGE (%)

	1-5
	         24
	38

	6-10
	         22
	34

	11-15
	          8
	13

	16 above 
	          10
	15

	TOTAL
	          64
	100


Source: Research’s Survey, 2025
The table above shows that 24(38%) of the respondents have been in the company for 1-5 years, 22(34%) respondents have worked for the company for 6-10 years, 8(13%), 10(15%) have been in the company for more than 16 years
TABLE 4.7 SECTIONS/ DEPARTMENT OF RESPONDENTS
	SECTION/ DEPARMENT
	FREQUENCY
	PERCENTAGE (%)

	Finance
	18
	28

	Marketing
	16
	25

	Production
	19
	30

	Quantity control
	11
	17

	TOTAL
	64
	100


Source: Research’s Survey, 2025
	Table 4.7, indicate that the highest number of respondent is from the production department i.e. 18(28%) respondents are in finance department, 16(25%) are in marketing department, 19(30%) are in production department, while 11(17%) of the respondents are in Quality Control Department.
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
	25
	39

	AGREE
	39
	61

	DISAGREE
	0
	0

	STRONGLY DISAGREE
	0
	0

	TOTAL
	64
	100


    Source: Research’s Survey, 2025
Evidence from table 4.8 reveals that 25(39%) of the respondents affirm the statement while 39 (61%) of the respondents agreed with 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
	38
	59

	AGREE 
	20
	32

	UNDECIDED
	6
	9

	DISAGREE
	0
	0

	STRONGLYDISAGREE
	0
	0

	    TOTAL
	64
	100


Source: Research’s Survey, 2025                                                                                                                                          
	Evidence from the table reveals that 38(59%) of the respondents strongly agreed with the statement, 20(32%) agreed while 6(9%) of the respondents are undecided with the statement.
Question 3:   Does the effective management of working capital enhance liquidity of the business?
TABLE 4.10      
	RESPONSES 
	      FREQUENCY
	 PRECENTAGE (%)

	STRONGLIY AGREE
	21
	33

	AGREE 
	30
	47

	UNDECIDED
	13
	20

	DISAGREE
	0
	0

	STRONGLYDISAGREE
	0
	0

	    TOTAL
	64
	100


Source: Research’s Survey, 2025
   It can be deduced from the above that 21 respondents rated at 33% strongly agree with the statement, 30(47%) of the respondent also agree, the remaining 13(20%) were undecided with the statement,
Question 4: Does an efficient management of working capital increase profitability?
TABLE 4.11
	RESPONSES 
	      FREQUENCY
	 PRECENTAGE (%)

	STRONGLIY AGREE
	30
	47

	AGREE 
	20
	31

	UNDECIDED
	10
	16

	DISAGREE
	4
	6

	STRONGLYDISAGREE
	0
	0

	    TOTAL
	64
	            100


Source: Research’s Survey, 2025
	The table above depicts that 47% which represent the larger proportion of the total respondent strongly agree with the statement, 20(31%) of the respondents agreed with the statement, 10(16%) are undecided, while only and the remaining 6% of the respondents disagreed.
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
	40
	63

	AGREE 
	20
	31

	UNDECIDED
	4
	6

	DISAGREE
	0
	0

	STRONGLYDISAGREE
	0
	0

	    TOTAL
	64
	100


Source: Research’s Survey, 2025
              It can be observed from the above that 63% of the respondents consider that the working capital strongly have effect on overall performance of the company, 31% agree with the statement but not strongly, while the remaining 6% 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
	35
	55

	AGREE 
	20
	31

	UNDECIDED
	6
	9

	DISAGREE
	3
	5

	STRONGLYDISAGREE
	0
	0

	    TOTAL
	64
	100


Source: Research’s Survey, 2025
    The table above shows that 55% of the respondents strongly agree that the maintenance of an optimal level of stock has impact on the firm’s goodwill, 31% has supported the statement but not strongly, 9% are undecided, while 3% disagree with the statement.
Question 7     Excessive investment in inventory result in:
TABLE 4.14
	RESPONSES 
	     FREQUENCY
	 PRECENTAGE (%)

	Excessive Carrying Cost
	23
	36

	Risk of liquidity 
	10
	16

	Unnecessary tie-up of firm’s fund  
	5
	8

	Obsolesce
	2
	3

	All of the above 
	24
	37

	    TOTAL
	64
	100


Source: Research’s Survey, 2025
	From the table above, it was confirm that 36% of the respondents believed that excessive investment in inventory can lead to excessive carrying cost, 16% each believed that it will lead to risk of liquidity 8% choose Unnecessary tie-up of firm’s fund, 3% choose obsolesce while the remaining 37% 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?
TABLE 4.15
	RESPONSES 
	      FREQUENCY
	 PRECENTAGE (%)

	STRONGLIY AGREE
	50
	78

	AGREE 
	10
	16

	UNDECIDED
	4
	6

	DISAGREE
	0
	0

	STRONGLYDISAGREE
	0
	0

	    TOTAL
	64
	100


Source: Research’s Survey, 2025
          From the table, majority of the respondents which represents 78% strongly agree with the statement  16% also agree but not strongly while the remaining 6% were undecided.
Question 9    Can cash management be used to maximize cash availability and interest income on any idle fund?  
Table 4.16
	RESPONSES
	      FREQUENCY
	 PRECENTAGE (%)

	STORNGLE AGREE
	30
	47

	AGREE
	20
	31

	UNDECIDED
	14
	22

	DISAGREE
	0
	0

	STRONGLE DISAGREE
	0
	0

	TOTAL
	64
	100


Source: Research’s Survey, 2025
	From the table above, it clearly indicates that 47% of the respondents strongly affirm that the cash management is importance is visa –vis. The maximization of cash available and interest income on idle fund 31% also felt that the same way but not much. 22% were undecided
Question 10 Inadequate management of debtors can unnecessarily increase administrative cost and bad debt?
TABLE 4.17
	 RESPONSES
	FREQENCY
	PRECENTAGE(%)

	STORNGLY AGREE
	33
	51

	AGREE
	23
	36

	UNDECIDED
	8
	13

	DISAGREE
	0
	0

	STRONGLY DISAGREE
	0
	0

	TOTAL
	64
	100


Source: Research’s Survey, 2025	
The table above reveled that majority of respondents i.e 33 rated at 51% strongly agree that inadequate management of debtors can lead to high administrative cost and bad debt. The remaining 36% i.e 23 respondent also share the same view but not strongly agree, while 8 respondents representing 13% are undecided.
Question 11 Does an excessive and adequate investment in working capital create problem to the organization?
TABLE 4.18
	RESPONSE 
	FREQUENCY
	PERCENTAGE (%)

	STRONGLY AGREE
	35
	55

	AGREE
	24
	37

	UNDECIDED
	5
	8

	DISAGREE
	0
	0

	STRONGLY DISAGREE
	0
	0

	TOTAL
	64
	100


Source: Research’s Survey, 2025
The table above show the larger proportion of the respondent rated 55% strongly agree with the statement, 24 respondents representing 37% agreed with the statement, while 5 respondents rated at 8% are undecided
TABLE 4.19
	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
	4
	4.11

	2
	5
	4.12

	3
	6
	4.13


Source:  Research’s Survey, 2025
The above table indicates the question that are used to test each of the hypothesis earlier formulated.
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 1.71.
DECISION
  Since the calculated value of “t” (2.008)as per appendix ii is greater than tabulated “t”(1.71), 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
5.0	SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	SUMMARY OF FINDINGS
Capital Management is highly important in firms as it is used to generate further Returns for the stakeholders, however, it has attracted less attention of researchers and practitioners. When working Capital Management in properly allocating more than enough of it will render management in an efficient and reduce the benefits of short-term investment. On the other hand coma if working capital is too low for the company may means a lot of profitable Investment opportunities or suffered short-term liquidity crisis, leading to the creation of company credit, as it cannot respond effectively to temporary capital requirements. There may be various external and internal factors that may induce the Firm to strike a balance between meeting unforeseen capital requirements and affording an efficient management of working capital.
Most of the United Bank for Africa have large and money of cars infested in working capital. It can therefore be expected that the way in which working capital is managed we have a significant impact of profitability of those firms. This study has found a positive relationship between net operating profitability and the product of study for the United Bank for Africa. These results suggest that managers can create value for their shareholder by reducing the average collection period to a reasonable profitable firms wait longer to pay their bills.
On the basis of the above analysis common women for the concluded that these results can be further strengthened if the firms manage their working capital in more efficient ways. Management of working capital means management of current assets and current liabilities and financing these current assets. If this was properly manages their cash accounts receivables and debts in a proper way this will ultimately increases profitability of these companies.


5.2	CONCLUSION
Working Capital Management attracts less attention from management than capital budget and capital structure and financial management. In the ordinary course of business working Capital Management relate to the sourcing of short-term finance and investing in short-term assets. It deals with profitability and the risk of the company. Inefficient working Capital Management results in over investment in working capital and reduces the profitability of the firm. 
On the other hand, inefficient management of working capital leads to an insufficient amount of working capital and results in financial difficulty putting the company at risk. The optional level of working capital which is a trade-off between risk and profitability can be affected by both internal organizational characteristic and various outside factors. This study is to empirically analyse the effect of working Capital Management and profitability of Nigerian films. The aim of the effective and efficient working capital is to ensure growth in the Firm, increase in size coma and enhance the liquidity profile of firms as well as an optimal a full-stop accordingly comedy study sought to achieve the following objectives lead to an insufficient amount of working capital and results in financial difficulty putting the company at risk. The optional level of working capital which is a trade-off between risk and profitability can be affected by both internal organisational characteristic and various outside factors to stop this study is to empirically analyse the effect of working Capital Management and profitability of Nigerian films. The aim of the effective and efficient working capital is to ensure growth in the Firm korma increase in size, and enhance the liquidity profile of firms as well as an optimal level. Recording the common the study sought to achieve the following objectives:
i. Examine the effect of cash conversion cycle on the profitability of Nigerian firms
ii. Determine the effect of liquidity on profitability of Nigerian firms
To examine the effect of account receivable on the profitability of Nigerian firms.
Panel data for ten years covering period of 2002 2009 collated from published annual report and accounts of 46 quoted companies in the Nigerian Stock Exchange system the results showed that working Capital Management has a significant effect on profitability of good 30 firm in Nigeria which plays a key role in value creation of shareholders as longer cash conversion cycle has a negative effect to profitability of a firm. In our hypothesis 1coma the cash conversion cycle has a negative impact on asset on Nigerian firms which called for the rejection of the null hypothesis. Shin and Soen (2010), Defoof (2003), Eljelly (2014) and no mirrors others find a strong negative relationship between cash conversion cycle with profitability cash conversion cycle over easy and useful way to check working capital efficiency stop for value creation of shareholders common firms must try to keep this number of days to minimum level.
5.3	RECOMMENDATIONS
This finding indicates that working Capital Management particularly managing cash and accounts receivable is important for the purpose of increasing sales and decreasing operating cost to stop working capital as an important role for value creation. It is particularly important for the purpose of increasing sales by managing Trade receivables system based on the findings, firms to focus on reducing the accounts receivable period.
The management can also create value for their shareholders by increasing their inventory to a reasonable level. Firms can also take long to pay their creditors in as far as key do not strain their relationship with the creditors.
Firms are capable of gaining sustainable competitive advantage by means of effective and efficient utilization of the resources of the organization through a careful reduction of the cash conversion cycle to eat minimum. In so doing, profitability of the company is expected to increase
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APPENDICES
APPENDIX I
LETTER OF INTRODUCTION
Kwara State Polytechnic
Department of Accountancy,
IFMS,
P.M.B 1375.
Ilorin.
The Managing Director,
UBA,
Ilorin,
Kwara State
Dear Sir/Ma
RESEARCH WORK ON IMPACT OF WORKING CAPITAL MANAGEMENT ON THE PROFITABILITY OF A LIMITED COMPANY
I am a final year student in the Department of Accountancy, Kwara State Polytechnic. I am conducting a research on the above topic mentioned which, is my case study.
I am hereby requesting for your permission in completing filling the questionnaire presented before you. This study carried out solely for the purpose of research as such all information provided will be handled with all manner of confidentiality.
Thanks.
Yours Faithfully,


APPENDIX II
SECTION A
1. Gender: Male (     )   Female (      )
2. Age: 21-30  (     ) 31-40 (     ) 41-50 (     ) 51 and above (     )
3. Marital Status: Single (     ) Married (     )
4. Educational Qualification: WAEC / NECO (     ) OND / NCE (     ) BSC/ HND (     ) PROFESSIONAL (     )
5. Management cadre: Top (     ) Middle (     ) Lower (     )
6. Years Of Experience: 1-5 (     ) 6-10 (     ) 11-15 (     ) 16 and above (     )
7. Sections/ Department: Finance (     ) Marketing (     ) Production (     ) Quantity control (     )
SECTION B
8. Do you think your organization has been making use of its working capital? Strongly Agree (     ) Agree (     ) Disagree (     ) Strongly Disagree (     )
9. Do you consider efficient management of working capital as a reference point to business survivals? Strongly Agree (     ) Agree (     ) Disagree (     ) Strongly Disagree (     )
10. Does the effective management of working capital enhance liquidity of the business? Strongly Agree (     ) Agree (     ) Disagree (     ) Strongly Disagree (     )
11. Does an efficient management of working capital increase profitability? Strongly Agree (     ) Agree (     ) Disagree (     ) Strongly Disagree (     )
12. Since management of working capital is a short term decision, does it have any effect on overall performance of the company? Strongly Agree (     ) Agree (     ) Disagree (     ) Strongly Disagree (     )
13. Does an optimal level of stock have any impact on the firm’s good will? Strongly Agree (     ) Agree (     ) Disagree (     ) Strongly Disagree (     )
14. Excessive investment in inventory result in Excessive Carrying Cost (    ) Risk of liquidity (     ) Unnecessary tie-up of firm’s fund (     ) Obsolesce (    ) All of the above (      )
15. Does the cash planning crucial in developing operation plans of the firm? Strongly Agree (     ) Agree (     ) Disagree (     ) Strongly Disagree (     )
16. Can cash management be used to maximize cash availability and interest income on any idle fund?  Strongly Agree (     ) Agree (     ) Disagree (     ) Strongly Disagree (  )
17. Inadequate management of debtors can unnecessarily increase administrative cost and bad debt? Strongly Agree (     ) Agree (     ) Disagree (     ) Strongly Disagree (     )
18. Does an excessive and adequate investment in working capital create problem to the organization? Strongly Agree (     ) Agree (     ) Disagree (     ) Strongly Disagree (     )



