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CHAPTER ONE
INTRODUCTION
1.1 BACKGROUND TO THE STUDY
The competitive modern business environment makes financial managers irrespective of the nature of their business to ensure efficient utilization of firm resources. Firm resources are broadly classified into two, long-term assets (non-current assets) and short-term assets (current assets). Therefore, there are two major decisions in the theory of corporate financial management, that is, the long-term or capital budgeting decision and the short-term or working capital management decision The concept of working capital management addresses companies managing of their short-term capital and the goal of the management of working capital is to promote a satisfying liquidity, profitability and shareholders’ value. Working capital management is the ability to control effectively and efficiently the currents assets and current liabilities in a manner that provides the firm with maximum return on its assets and minimizes payments for its liabilities. 
The short-term capital refers to the capital that companies use in their daily operations and it consists of companies’ current assets and current liabilities. A well-managed working capital promotes a company’s well-being on the market in terms of liquidity and it also acts in favor for the growth of shareholder’s value.
Working capital connotes the funds lock up in materials, work in progress, finished goods, receivables and cash. In this regard, Khan and Jain, (2005) state that current assets are those assets, which can be converted into cash within a short period of time, and the cash received is again invested into these assets; hence, it is constantly receiving or circulating. According to Guthmann (2008) is the life-blood and nerve centre of any business entity. 
This necessitated the need for the careful management of working capital in every business organization with the value maximization objective. In essence, the goal of working capital management is to promote a satisfying profitability and maximizes shareholders’ value (Li & Han-Wen, 2006).
The profitability of a firm is affected by the choices that companies make regarding the working capital policies. Thus, if a firm cannot maintain an optimum level of working capital, it is likely to become insolvent which may be forced into bankruptcy. The profitability ratio therefore, serves as indicator for the firm’s overall efficiency; measures earning capacity of the firm, and it is considered as an indicator for its growth, success and control. Creditors for example, are also interested in the profitability since it indicates the company’s ability to pay interest. Shareholders also interested in the profitability as it will indicate the progress and the rate of return on their investment. One of the mostly used profitability ration is Return on Assets (ROA); which calculated as net profit after tax to total assets. Therefore, managing working capital is adequately necessary because of its directs effects on the profitability and liquidity of a corporate entity.
Rehn, (2012) asserts that, working capital usually refer to net working capital, the difference between current assets and current liabilities. Thus, it involves minimizing the receivable period (i.e. timing of collecting receivables), deferring the payables period, and keeping the minimal inventory. Moreover, working capital management includes cash management, which is how to invest idle cash without compromising liquidity. However, optimal efficient working capital management is usually achieved through the management of receivables, payables and cash conversion cycle.
Van Horne (1995) laments that accounts receivables management involves achieving an optimal average time taken by credit customers to settle their accounts. Moreover, since the purpose of offering credit is to maximize profitability, the costs of debt collection should not be allowed to exceed the amounts recovered.
Also, Accounts payables or trade payables management focuses on the average time taken by a company to pay its trade payables (suppliers); it the current liabilities and all obligations, which mature within a year such as creditors, bills payable, accrued expenses, short-term bank loan, income tax liability and long-term debt excluding bank overdraft, all of which quickly mature in the current year (Uyar, 2009).
According to Wang (2002) Cash Conversion Cycle is used in measuring cash management, and it represents the interaction between the components of working capital and the flow of cash within a company. It measures how fast companies can covert cash in hand into even more cash in hand. It is said; a company with the lowest cash conversion cycle (CCC) is often the one with the better management. Similarly, Cash Conversion Cycle (CCC) can also be used to determine the amount of cash needed for any sales level; it is therefore a period of time between the outlay of cash on raw materials and the inflow of cash from the sale of finished goods.
Many surveys have indicated that many managers spend considerable time of their day-to-day activities on the problems that involves working capital decisions, one reason for these is that current asset are short-lived investment which are continually been converted into other asset types (Rao, 1989). With regard to current liabilities, the firm is responsible for paying these obligations on timely basis. Liquidity for the ongoing firm is not reliant on the liquidating value of the assets but rather on the operating cash flow generated by the assets (Soenen, 1993).
In most advanced economy and the developing economies of the world today, this study is motivated by the recent global financial crises which significantly affect the liquidity position and the overall business activities across the world. In Nigeria, where credit is either not available or expensive to obtain, there are corporate issues across almost all the firms that, has to do with liquidity problem and consequently their operating performance. Financial managers are always expected to examine the current assets and current liabilities in order to make an informed decision with regard the profitability of their entity when there is a liquidity problem.
Therefore, this study focuses on Pharmaceutical Companies in Nigeria; the pharmaceutical industry manufactures and distributes drugs and medical equipment to the Nigerian populace. Nigeria as an African nation with over 140 million citizens is known with high demand of drugs and adequate health care services to address medical problems. 
With the exception of a few globally recognized brands, many of the pharmaceutical companies and health care providers in Nigeria cannot adequately compete internationally (Lead Capital Limited, 2008). However, several effects particularly from foreign agencies and governments are in place to improve the pharmaceutical industry in Nigeria. 
Therefore, it is logical to carry out a study on the performance in relation to the management of working capital of the Nigerian pharmaceutical companies; to provide empirical evidences as to the effectiveness of the financial management of the pharmaceutical firms, in line with the effort of improving the sector.
1.2 STATEMENT OF THE PROBLEM
Financing decisions are key aspect of business decisions because managers face a whole lot of task trying to make finance easily available as at when needed to run the activities of a firm. It is also worthy of note that working capital management is one of the major objectives to ensure that corporate entities have sufficient, regular and consistent cash flow to fund their activities. Therefore, efficient working capital management could enable firms in sustaining growth which, in turn leads to strong liquidity and profitability for ensuring effective and efficient customer services. As such efficient management of working capital is very vital for a business survival. Stephen (2012) documents evidence that most business organizations do not hold the right amount of stocks, debtors and cash; as a result of which the firms are unable to meet there maturing short term obligations and its upcoming operational needs. Similarly, insufficient working capital means that a firm is unable to undertake expansion projects and increase its sales, therefore limiting the growth and profitability of the business.
These are particularly the symptoms revealed by the Nigerian Non-financial firm in the recent times, as majority of listed non-financial firms in Nigeria have exhibited dwindling returns as well as poor stock performance. Specifically, according to Lead capital limited, (2008) drug manufactures in Nigeria are faced with several constraints, including low capacity utilization, under capitalization, a weak financial base, high production costs as a result of the high cost of inputs and unstable demand among others. 
Despite the efforts made by previous researchers to proper solutions to this issues, little has been made to investigate the short-term liquidity problems with respect to working capital management; while the extent to which working capital management affects profitability of listed pharmaceutical firms is not adequately researched, which constitute the problem of this study.
However, the effects of working capital management on profitability have been a focus of substantial amount of empirical research for many years (Shin and Soenen, 1998; Deloof, 2003; Lazaridis and Tryfonidis, 2006; Filbeck and Krueger, 2005). These studies have studies on this area conducted in Nigeria include Auwal (2010), study on working capital management and performance of food and beverages industry in Nigeria and Onyemaobi (2014), study on the impact of cash management on the firms’ financial performance of selected manufacturing firms in Nigeria. In summary, most of these studies concentrated on a single working capital component and the studies are mostly from the developed economy, where the market mechanisms and the business environment significantly differ from Nigeria. This paucity of empirical studies provided a gap for this study to fill.
1.3 RESEARCH QUESTION
This study attempts to provide answers to the following questions:
i. How does receivables collection period affect the profitability of listed Non-financial firms in Ilorin?
ii. To what extent does payables payment period influence the profitability of listed Non-financial firms in Ilorin?
iii. What is the nature of the relationship between cash conversion cycle and profitability of listed Non-financial firms in Ilorin?
1.4 OBJECTIVES OF THE STUDY
The main objective of this study is to examine the effect of working capital management on the profitability of listed Non-financial firms in Ilorin. Other specific objectives are to:
I. Investigate the effect of receivables collection period management on the profitability of listed Non-financial firms in Ilorin.
II. Determine the effect of payables payment period on the profitability of the listed Non-financial firms in Ilorin.
III. Identify the effect of cash conversion cycle management on the profitability of listed Non-financial firms in Ilorin.

1.5 RESEARCH HYPOTHESIS
To serve as a guide for this study, the following hypotheses have been formulated in line with the objectives of the study.
i. H01: Receivables collection period management has no significant effect on the profitability of the listed Non-financial firms in Ilorin.
ii. H02:  Payables payment period has no significant influence on the profitability of listed Non-financial firms in Ilorin.
iii. H03: Cash conversion cycle has no significant impact on the profitability of listed Non-financial firms in Ilorin.
1.6 SCOPE OF THE STUDY
This study focuses on the effect of working capital management and its main components on the profitability of the listed Non-financial firms in Ilorin. The study is restricted to Non-financial firms listed on the Nigerian Stock Exchange (NSE) market during the period 2019 to 2024.
The dependent variable of the study is profitability, proxied by Return on Assets (ROA); and the independent variable is working capital management measured by account receivables management, account payables payment period and cash conversion cycle.
1.7 SIGNIFICANCE OF THE STUDY
The research will be of immense benefit to different stakeholders in the pharmaceutical industry. The study is significant in revealing the effect of working capital management on the profitability of Non-financial firms listed on the floor of Nigeria Stock Exchange (NSE) market during the period 2019 to 2024. The findings of the study may help the Non-financial firms in Ilorin and other companies in general to improve on their financial decision making to optimize the shareholders’ value and maintain a suitable trade-off between liquidity and profitability.
The findings are also expected to be useful to Shareholders (as owners), Creditors, Managers, and Researchers. Shareholders as the business owners could be the primary beneficiaries of the study to assist on the value of their investments decision. Managers of the listed Non-financial firms in Ilorin are also among the main beneficiaries of the finding of this research. 
This is because managers are usually interested in understanding the effects of their performance on the profitability and firm value; also mangers will like to know the stability of their firms’ liquidity position, particularly under unfavorable economic conditions. Therefore, the study findings will enable businesses to measure the level of safety in being able to discharge obligations to attain profitability and to be prepared for unforeseen circumstances. This study could also be of significant importance to creditors, because they are interested in the credit worthiness of the firms in meeting their obligations, which could only be possible with efficient management of firm’s working capital.
And lastly, students and researchers could find the study useful to know how theoretically related variables empirically affect each other; and also serve as a source of knowledge for the students and a point of references for researchers.
1.8 LIMITATION OF THE STUDY 
Like every other research work, the study is faced with a large number of challenges starting from bank executives unwillingness to describe necessary document and information needed for this study since they felt this information document are confidential to them and that disclosing them might be detrimental to their business. This study is supposed to cover all commercial bank in Nigeria as they operate a unique policy in view of it threats and opportunities, however. The study is limited to just one particular bank due to insufficient time and lack of finance. Basically, the school activities as such have been a great challenge to this research, since these activities have occupied most time needed for this research. Nevertheless with all this challenges the researcher tried to conduct the research which is reliable.     
1.9 DEFINITION OF KEY TERMS
1) Assets: Assets represent economic resources i.e. valuable possessions owned by the firm. The possessions should be capable of being measured in monetary terms.
2) Current Assets: Are those resources of a firm which are either held in form of cash or are expected to be converted into cash within an accounting period of business.
3) Liabilities: Liabilities are debts or obligations which are expected to settle in the future by the firm to its creditors.
4) Current Liabilities: Current liabilities are debts or obligations which are supposed to mature for settlement to the creditors within an accounting period of business.
5) Profitability Ratio: This is a class of financial metrics that are used to assess a business ability to generate earning and compared to it expenses and other referent costs incurred during a specific period of time, for most of these ratios, having a higher value relative to a competitors ratio or the same ratio from a previous period is indicative that company is doing well.
6) Liquidity Management: This is the act of storing enough funds and razing funds quickly from the market to satisfy depositors, loan customers and other parties with a view to maintain public confidence.
7) Return on Assets (ROA): It gives an idea as to how efficient management of an organization is; in using its assets to generate earnings. 


CHAPTER TWO
LITERATURE REVIEW
2.1       INTRODUCTION
This chapter reviews and presents relevant literature on working capital management and firm profitability. It discusses the concept of working capital, working capital management and the concept of profitability. Also presents the objectives of working capital management and working capital management policies. The chapter further reviews the empirical studies on working capital management and the theoretical framework of working capital management.	
2.2	CONCEPTUAL FRAMEWORK
The concept working capital, working capital management, objectives of working capital management, working capital management policies and profitability are discussed and presented.
2.2.1	Concept of Profitability
Every business is most concerned with its profitability. Profitability defined as the ability to make profit from all the business activities of an organization, company, firm, or an enterprise (Raheman et al., 2011). Hill et al., (2012) describes firm’s profitability as the ability to generate revenue in excess of the cost of generating such revenue. Essentially, the term is a relative measurable in terms of profit and its relation with other elements that can directly influence the profit. Though, profitability measures management efficiency in the use of organizational resources in adding value to the business.
However, the term ‘Profitability’ is not synonymous to the term ‘Efficiency’. Profitability is an index of efficiency; and is regarded as a measure of efficiency and management guide to greater efficiency. Also, profitability is an important yardstick for measuring the efficiency, the extent of profitability cannot be taken as a final proof of efficiency.
A company should earn profit to survive and grow over a long period of time (Rahmen et al., 2011). Based on this, profits are essential, but all management decision should not be profit cantered at the expense of the concerns for customers, employees, suppliers or social consequences.
Return on Asset (ROA), Return on Assets expresses the net income earned by a company as a percentage of the total assets available for use by that company. ROA suggests that companies with higher amounts of assets should be able to earn higher levels of income. The income amount used in this computation is income before the deduction of interest expense, since interest is the return to creditors for the resources that they provide to the firm. The resulting adjusted income amount is thereby the income before any distribution to those who provided funds to the company. ROA is computed by dividing net income plus interest expense by the company’s average investment in asset during the year (Pandey, 2005).
2.2.2	Concept of Working Capital
Burchett and Hinks (2002) defined working capital as the portion of assets (capital employed) of a corporation which is in a form that may and ordinarily will over a short period of time be devoted to a variable purpose. In the words of Van Horne and Wachowicz (2004) Working Capital represents the amount of current assets that have not been supplied by current, short term creditors. Also, Wikipedia (2004) defines working capital as a financial metric which represent the operating liquidity available to business. Keith (2005) defines working capital as not only the amount of current asset and current liabilities that a firm should have but also the degree to which it should finance it short-term or long-term debts.
Additionally, Khan and Jain (2005) defined working capital as the funds locked up in materials, work in progress, finished goods, receivables, and cash and cash equivalent. Thus, they defined working capital as capital invested in current assets, which are those assets that can be converted into cash within a short period of time and the cash received is again invested into the assets. Khan and Jain (2005) further classified working capital into two broad schools of thought namely:
· Gross working capital; and
· Net working capital
Gross Working Capital: - Gross working capital refers to the amount of funds invested in current assets that are employed in the business process. According to Pass and Pike (1984) Gross working capital (Total Current Assets) refers to the firm’s investment in current assets. Current assets are the assets, which can be converted into cash within an accounting year or operating cycle. Thus, Gross working capital, is the total of all current assets.
Net Working Capital: - Net working capital refers to the difference between current assets and current liabilities with maturities of less than one year and carefully managed. According to Pass and Pike (1984) Net working capital may be positive or negative. A positive net working capital will arise when current assets exceed current liabilities and a negative net working capital will arise when current liabilities exceed current assets i.e. there is no working capital, but there is a working capital deficit. In this the concept of working capital refers to both gross and net working capital, as the study covers accounts receivables and payables and cash.
2.2.3	Types of Working Capital
The continuous process of the operating cycle in the organizations or firms makes the current asset to felt constantly. Therefore, working capital is of three (3) types as describe by (Van Horne, 1995) namely: 
· Permanent working capital
· Variable working capital
· Balanced working capital
Permanent Working Capital: - This is the minimum level of current asset which is continuously required by the firm to carry on it business within an operating circle. It is also called the fixed working capital. It is permanent in the same way as the firm’s assets are depending upon the changes in the production and sales. The need for working capital over and above the permanent working capital will fluctuate.
Variable Working Capital: - This is also called temporary or fluctuating working capital. Is the current assets needed to support the changing production and sales activities. Temporary working capital is created by the firm to meet liquidity requirement that will last temporarily.
Balanced Working Capital: - This is concerned with maintaining the right amount of capital on a continuous basis of current assets for proper functioning of business operation. To achieve this sound financial and statistical technique supported by judgement should be used to predict the quantum of working capital needed at different time/periods.
2.2,4	Components of Working Capital and its Determinants
According to Van Horne and Wachowicz (2004) the necessary components of an organization’s working capital, basically, depend on the type of business and industry. Van Horne, (2005) provides the components of gross working capital, which is the current assets, and includes Short-term Investment, Inventories (Raw materials and Components, Work-in-Progress, Finished Goods, Others); Trade Debtors, Bills Receivables and Cash and cash equivalent. Also provide the components of Net working capital which can be positive or negative. If positive there is working capital but when is negative there is no working capital, thus there is working capital deficit. It includes trade creditor, bills payable, accrued or outstanding expenses, short-term loans and taxation.
The components of working capital a firm invests in and its level of investments is a function of firms operating factors. Investment in account receivables is determined by the firm credit policy. The longer the credit period given to a customer, the higher will be its investments in account receivables. Investment in inventories is a function of cost of holding such inventory. The higher the cost of holding inventory, the lower the level of inventory a firm will hold.   	
2.2.5	Concept of Working Capital Management
Osisioma (1997) defined working capital management as the administration of current assets in the name of cash, marketable securities, receivables and staff advances, and inventories. Brigham, et al. (1999) also defined working capital management as the management of the investment in current assets and the financing of the current assets, and involves setting working capital management policy and carrying out that policy in a business's daily operations, to achieves its goals and objectives, such as shareholder wealth maximization, Competitive advantage, and growth. In view of Paulo (1992) based on purpose of working capital ensures the effective and efficient utilization of the business's investment in fixed assets.
Vineet and Sukhdev (2013) see working capital management from efficiency perspective and can be measured and achieved through the cash conversion efficiency, days operating cycle and days working capital. Van Horne (1995) demonstrated that good working capital management must ensure an acceptable relationship between the different components of a firm’s working capital so as to make an efficient mix, which will guarantee capital adequacy. Therefore, this study considers working capital management as the efficient administration of the working capital components in such a manner that a trade-off is achieved between liquidity and profitability and the firm value is improved.
2.2.6	Objectives of Working Capital Management
The two main objectives of working capital management are to increase the profitability of the company and to ensure that it has sufficient liquidity to meet short-term obligations as they fall due and so continue in business, (Pass and Pike 1984). Other objectives of working capital management include:
· To attain the goals of an organization through management of current assets to a point where marginal return on their investment is greater or equal zero (0) to the cost of capital utilized.
· To minimize the cost of capital used or employed; and 
· To control the flow of funds upwards
Van Horne (2005) asserts the two (2) conflicting objectives of working capital management. The twin goals of profitability and liquidity which includes:
· Desire to have safety inventory of liquid assets in other to enable the business to survive unforeseen circumstances
· Desire to apply series of optimizing models with the aim at minimizing cost of carrying working capital and maximize profit.
2.2.7	Components of Working Capital Management
The major components of working capital management to be control efficiently includes the debtors collection period (account receivables), creditors payment period (accounts payables), inventory management, cash and cash equivalents and the operating cycle of a firm. 
Accounts Receivables Management: This refers to how firms manage their debtors. Accounts receivables period is the average time taken by credit customers to settle their accounts. In working capital management, the receivables period are very important component of current assets and debtors collection period or receivables turnover in days; defined is the average length of time required to convert the firm’s receivables into cash (Raheman, Qayyum & AFza, 2011). They further added that managerial efficiency in granting and controlling credit could be ascertained on the basis of receivables turnover in days. It would indicate the pattern of debtors on the basis of which liquidity of debtors could be ascertained. If the firm takes more time in collecting receivables, the profitability of the firm declines.
Van Horne & Wachowicz, (2004), describe credit management policy of an organization as a basis of maximize expected profits. It will need to take into account its current and desired cash position, as well as its ability to satisfy expected demand. For credit management policy to be effective, managers and staffs may need training or new staffs may need to be recruited. Hence, the Key variables affecting the level of receivables will be the terms of sale prevailing in a company’s area of business and the ability of the company to match and service comparable terms of sale. The account receivables collection period is computed by dividing account receivables by net sales multiplied by 365 days (Raheman, et al., 2011).
Accounts Payables Management: Uyar, (2009) defined account payables or trade payables deferral period as the average time taken by a company to pay its trade payables, i.e. its suppliers. The effectiveness of trade payables lies in whether the firm is enjoying the actual credit period promised by suppliers. It is calculated by dividing the amount of purchases by creditors assumed that all of the purchases have been made as credit purchases. The account payables period is computed by dividing account payables by net purchases multiplied by 365 days (Raheman, et al., 2011).
Inventory Management: Inventory turnover in days is another important component of working capital management which is also called as inventory conversion period (Raheman, et al., 2011). According to them it is the average time required to convert materials into finished goods and then to sell those goods. This variable helps in evaluating the efficiency in inventory management policy of the firm. If the firms take more time in selling inventory which means inventories are not getting convert into sales, will decrease the profitability of firm. The Inventory Turnover in Days is calculated using inventory divided by the cost of sales multiplied by 365 days.
Cash Conversion Cycle: Cash conversion cycle is used in measuring cash management, and it represents the interaction between the components of working capital and the flow of cash within a company (Wang, 2002). Cash conversion cycle can also be used to determine the amount of cash needed for any sales level; it is the period of time between the outlay of cash on raw materials and the inflow of cash from the sale of finished goods, and represents the number of days of operation for which financing is needed. The length of the cash conversion cycle depends on the length of: the inventory conversion period; the trade receivables collection period; and the trade payables deferral period. It is given as: 
CCC = Inventory days + Trade receivables days − Trade payables days
Days Working Capital: Days’ working capital is the days operating cycle less trade creditors (accounts payables period, in days); it measures the liquidity risk of the firms. 
Gentry, et al., (1990) argued that the cash conversion cycle should be reduced to the point where the business's operations are not hurt. Therefore, the shorter the cash conversion cycle, the more efficient the internal operations of the firm.
2.2.8	Working Capital Management Policies
With the essential role working capital management plays in a company, there is needs to formulate clear policies concerning the various components of working capital. According to Pandey (2010), the key policy area relate to the level of investment in working capital for a given level of operations and the extent to which working capital is financed from short-term funds such as bank overdraft. A company should have working capital management policies on inventory management, account receivables management, cash and short-term investment in order to minimize the possibility of illiquidity and inefficiency (Chittenden et,al., 1998).
Pandey (2010), describes three (3) types of financing depending on the mix of short and long term financing to adopt namely:
· Conservative working capital policy
· Aggressive working capital policy
· Matching working capital policy


Conservative Working Capital Policy 
Conservative working capital policy is more flexible as firm finances it permanent asset and part of it temporary current asset with long-term finance (Chittenden et,al., 1998). Such policy will give rise to a lower risk of financial problems or inventory problems, but at the expense of reducing profitability.
Aggressive Working Capital Policy 
Aggressive working capital policy adopt at the level of investment when company chooses to operate with lower levels of inventory, trade receivables and cash for a given level of activity or sales (Chittenden et al., 1998). Hence, aggressive policy will increase profitability since less cash will be tied up in current assets, but it will also increase risk since the possibility of cash shortages or running out of inventory is increased.
Matching Working Capital Policy
Matching working capital policy is used when the expected life of asset with the life of the source of funds raised to finance assets is matched. Thus, eight (8) years; stock of goods to be sold within 30days can be financed using 30days commercial paper or bank overdraft. When a firm follows the matching approach (also known as Hedging approach) long-term financing will be used to finance fixed asset and permanent current asset and short term financing will be used to finance temporary or variable current asset when matching policy is adopted (Pandey 2010).
Therefore, it should be noted that the working capital policies of a company can be characterized as aggressive, conservative or matching only by comparing them with the working capital policies of similar companies (Chittenden et, al., 1998).
2.2.9	Challenges of Working Capital Management in Developing Countries
The essence of managing working capital is enlarged when talk about firms in developing economies. These firms have many problems (McComick, 1999), such as being small in size (in terms of volume of investment and sales) and lack of resources, low levels of product and process technology, small product markets, lack of access to capital. Both human and financial resources of the firms in developing economies are also very limited. The human aspect refers to both skilled labour and knowledgeable, experienced and motivated management. Thus, the challenges of managing working capital also includes the following in Nigeria, (Akinlo, 2012).
i. Lack of direct or established relationship between balanced of working capital items and pattern that future cash flows are likely to assume.
ii. Careless and unrealistic approach to lending and indiscreet investment practices.
iii. Pressure and undue emphasis being placed on the role of the firm to the detriment of its economic and commercial consideration of working capital management. Another problematic factor to this is unfavourable government policies on firms.
iv. The absolute amount of working capital has significant only when related to other variables such as turnover, total assets and so on. It is at best of limited value for comparison purposes and for guiding the adequacy of working capital.
v. The pursuit of over ambition expansion programmes without due regard to the economic implications of materials and human resources of the firms.	
2.2.10	Working Capital Management and Firms Profitability
Existing literature is strongly with the view that efficient working capital management has effect profitability. In this context, profitability refers to the ability of an enterprise to generate profits from its investments on current assets. For instance, the management of cash, debtors and stocks affects the level of profits made by an enterprise, (Deloof, 2003). According to him, Debtors’ management policy adopted by a firm will determine the cost of bad debts, debt administration, debt collection costs and the forgone benefits due to cash tied up in debtors. This may also include the cost of discounts which may be given to debtors to induce them to make prompt payments arising out of credit sales. Likewise all these costs will reduce the profitability of the firm (Manasseh, 2001). Stock Management; the excessive holding of stocks leads to high stock handling costs, deterioration in the value of stocks due to damage and obsolescence, theft or pilferage by employees and wastage. All these are cost to the firm which reduces its profitability. Defective cash management will lead to high costs associated with holding cash, financial distress and lost investment income due hold cash in a non-earning form (Manasseh, 2001). Examples of financial distress costs include interest costs, debt restructuring costs and legal costs. Likewise, these costs will reduce the amounts of profits made by a firm.

2.3	THEORETICAL FRAMEWORK
2.3.1	AGENCY THEORY.
This is a relationship between principals and agent 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, 2005)
According to Akoto Awunyo-Vitor and Adngmor (2013) analysed the relationship between working capital management practice and financial institution of listed manufacturing firms in  Nigeria. Covering the period from 2005-2009. Using panel data methodology and regression analysis, the study found significant negative relationship between financial institution and account receivable days.
However, the firms cash conversion cycle, currently asset  ratio, seize and current asset  turnover. Significantly positively influence financial institution. The study suggests that managers can create value for their shareholders by creating incentives to reduce for their accounts receivable to 30 days. It is further recommended that, enactments of local laws that protect indigenous firms and restrict the activities of importers are eminent.to promote increase in demand for locally manufactured goods both in the short and long runs in Nigeria .
2.3.2	RISK RETURN TRADE OF 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 theory being equal, every rational investor will invest in the one offers the higher return.
 	The risk return trade offers persuasive throughout financial (Mankowith 1990) cement manufacturing relationship between the working capital management (WCM) and the fims financial institution for the Saudi manufacturing companies. The sample included 8 (eight) Saudi cement manufacturing companies listed in the Saudi stock. Exchange for the period showed that Saudi cement industry’s current ration was the most important liquidity measure which effected financial institution; therefore, the cement firms must set a tradeoff between these two objectives so that neither the liquidity nor financial institution suffers. It was also found as the size of a firm increase, when the debt financing increased financial institution declined. Linear regression test confirmed a high degree of association between the working capital management and financial institution management, the excessive holding of stock leads to high stock handling, loss, and deterioration in the value of stock due to demage and obsolence, theft or pasturage by employee and wastage. 
All these are lost to them which reduces its profitability. Defective cash management will lead to high costs associated with holding cash, financial distress and lost investment income due hold cash in a nimmering form (Manasseh, 2001). Examples of financial distress. Cost include interest costs, debt, reskucting cost and legal cost. Likewise, these cost will reduce the amount of profits made by a firm   



2.4	EMPIRICAL REVIEW 
As it has been established that the need for effective management working capital of an organization has grown increasingly in the past few decades. Therefore, several studies by different scholars and researchers have been conducted on the subject matter. Some of these studies were related to outside countries while some have the Nigerian context as their focus. However, the findings from the studies are mixed and inconclusive. This, calls for further researches on the subject matter like the present studies.
Rehn (2014) carried out a research on the management of working capital effect on company’s profitability. It was specified that the cash conversion cycle and the net trade cycle will be administered to determine the effect of managing working capital. The Finnish and Swedish corporations were the sample used in the study and the two variables were tested with corporate profitability. It was seen that the gross operating profitability of the Finnish and Swedish corporations can be increased through a reduction in the net trade cycle and the cash conversion cycle. Also the cash conversion cycle different components were research upon. The research result showed that by effectively managing the working capital components there is significant evidence that the net present value of the company’s cash flows will increase, thus increasing the value of the shareholder.
Rehman, et al., (2013) investigated the influence of working capital management (WCM) on performance of small medium enterprises (SMEs) in Pakistan. The duration of the study was seven years from 2006 to 2012. The data used in this study was taken from SMEDA, Karachi Stock Exchange, tax offices, company itself and Bloom burgee business week. The dependent variable of the study was Return on Assets (ROA) which was used as a proxy for profitability. Independent variables were Number of Days Account Receivable (ACP), Number of Day’s Inventory (INV), Cash Conversion Cycle (CCC) and Number of Days Account Payable (APP). In addition to these variables some other variables were used which included Firm Size (SIZE), Debit Ratio (DR) and Growth (GROWTH). Regression analysis was used to determine the relationship between WCM and performance of SMEs in Pakistan. Results suggested that APP, GROWTH and SIZE have positive association with Profitability whereas ACP, INV, CCC and DR have inverse relation with profitability.
Maija (2012) carried out a research to study the management of working capital strategies in the case company and to discover methods of improving them. Qualitative research methods were used in carrying out the research. The case company hired a consulting company to carry out a project on working capital which is an aspect of the bigger project in which this research will contribute. The consulting company gathered the needed data for internal reporting. Most of the case company’s information was considered confidential on the ground that it included vital figures. The findings show that there can be improvement in working capital management through various actions and small efforts; nevertheless, the effect of the chosen action created a more studies that need researching upon. 
The most necessary processes which need information that was determined in the research include purchasing, invoicing, and credit management. The result showed that the length of receiving payments from customers is reduced by faster invoicing and short payment terms. In the purchasing process it is important to negotiate payment terms with long duration and order of bigger sizes.
Onwumere, Imo and Ugbam (2012) carried out a research on Nigeria firms’ working capital policies impact on their profitability by using a time frame of 2004-2008. The independent variables used was the policies on investment in working capital and financing that is aggressive in nature while the dependent variable used was the return on assets and controlling for size and leverage. The result of the study showed that aggressive investment working capital policies of Nigerian firms have a significant positive impact on profitability while the financing policies of aggressive nature have a non-significant positive impact on profitability. 
The research result also shows that firms will become risky in the long-run when aggressive investment working capital policy is pursued because the firm grows and outsiders’ contributions also increases as profitability increases. The study also shows that as the firm grows and outsiders’ contribution increases; the profitability of the firm decreases through the use of aggressive financing working capital policy. In order for firms to achieve their objectives and also increase the shareholder’s value the appropriate management of working capital is therefore essential.
Amarjit et al. (2010) investigated the relationship between the working capital management and the firms’ profitability for a sample of 88 American manufacturing companies listed on the New York Stock Exchange for the period of 3 years from 2005-2007. They were primarily sought to extend Lazaridis and Tryfonidis’s (2006) findings by testing with the same hypothesis. They found statistically significant relationship between the cash conversion cycle and profitability, measured through gross operating profit. The study concluded that managers can create profits for their companies by handling correctly the cash conversion cycle and by keeping accounts receivables at an optimal level.
However, this study is unique in that, it empirically examined the most crucial working capital components together. Specifically, the study investigates the impact of accounts receivables and payables, and Cash Conversion Cycle (CCC) on the profitability (measured by Return on Asset) of listed pharmaceutical firms in Nigeria.

CHAPTER THREE
RESEARCH METHODOLOGY
3.1    INTRODUCTION
This chapter focuses on the methodology adopted in carrying out this study. It could be described as the road map that guides the direction to find answers to the stated research questions. The main issues discussed include research design, population and sample selection technique, sources and method of data collection, data analysis technique, variables measurement as well as model specification.
3.2	RESEARCH DESIGN
The research design used for the study is correlation design. The correlation design is to explore the degree of association between all the variables under consideration. The choice of correlation research design in this study is informed by the fact that, the aim of the design is to investigate the relationships between variables and to estimate the effect of one variable (independent variable) on another (dependent variable) so as to establish a causal relationship or otherwise among the variables. This is therefore consistent with the objective of the study.
3.3	POPULATION OF THE STUDY 
The population of this study consists of all the nine (9) Non-financial firms listed on the floor of Nigerian Stock Exchange as recorded in the Nigeria Fact Book of 2016. In selecting the sample size, the following criteria are adopted;
i. The availability of data of the companies in the population
ii. The company is not suspended from the stock exchange during the period between 2015 and 2021.
Based on the aforementioned criteria, only five (5) conglomerate firms qualified to be members of the sample of this study, includes: AG Leventis Nig, Plc; Chellarams Plc; UACN Plc; Transcorp Plc and Scoa. 
3.4 	SAMPLING SIZE AND TECHNIQUES
The sample size for this study is forty-eight (48) . This was determined using Taro Yamane, (1964) statistical method of choosing sample size. The researcher employed simple random sampling in choosing the final sample of the study. Numbers were written in pieces of paper, put in a tin, and chosen without replacement. The formular goes thus:
	S = N
	1+N (e)2
Where:
S = Sample size
N = Total Population
e = error terms = 5% sig. level
S =	 	50
	1+50 (0.05)2
=		25
	1+50 (0.0025)
=	     50


	1+0.0625
= 		50
	       1.0625
=	47.05888 Ω 48

3.2	SOURCES OF DATA
For the purpose of this study, secondary data was obtained from the annual reports and accounts of the firms under study for the period covered by the study (2019 – 2024). The use of secondary data in this study is informed by the fact that the study is based on the quantitative research methodology that requires quantitative data to test the research hypotheses. The data of the study have been collected from secondary sources only (audited financial statements of the firms).

3.5	RESEARCH INSTRUMENT 
	The study was carried out by using questionnaire. The researcher gave the questionnaire.
	 The questionnaire administration was carried out by the researcher and with aid of research assistants. Based on the stratified random sampling technique used in the section process, the questionnaire was administered to the specific spectrum. Questionnaire was administered to the head of each selected Non-financial firm or a representative (instances where the leader is not available). The literate respondents independently filled the questionnaires, while the semi-illiterate/illiterate ones were assisted by the researcher assistant. 
3.6   	METHOD OF DATA ANALYSIS
	This research requires that key statistical analytical tools be employed. Hence, descriptive and inferential statistics were used in the analysis of data related to this work in order to reach some valid and reliable conclusion. The data gathered was summarized using the descriptive statistics like frequency distribution tables, percentage and charts. 
This was also done by ensuring appropriate measure (s) of location and dispersion is applied. Inferential analytical tools was employed, namely regression analysis (multiple).
	A regression models were developed to help determine the effect of small and medium scale enterprises on poverty reduction. 
3.7	MODEL SPECIFICATION 
The general model is given as Y= box1 + b2x2 + b3x3 + b4x4 +b5x5+b6x6
Where: Y= income level
b0= constant
b1b2…bn= co-efficient
x1 ….xn= independent variable
Equation 1: Y=b0+b1x1+ b2x2 + b3x3 + b4x4 +b5x5+b6x6
Inc= b0+b1 Age1 +b2 Edu2 +b3 0cc3+b4 Ecosta4+b5 Hexp5+b6Rel6
Y= monthly income
x1= Age
x2= Education
x3= Type of occupation 
x4= Economic status
x5= Household Expenditure
x6= Religion
Equation 2: Y= b0+b1x1+ b2x2 + b3x3 + b4x4 
Inc= b0+b1a AG1 +b2 EDU2 +b3 AMP3 +B4SMESTA4
Where: Y = monthly income
X1= Age
X2= Level of Education
X3= Employment Creation
X4= economic status based on Age SMEs  
A prior expectation is that all the parameter estimation should be positively related with the total monthly income that is (b1, b2….b6 >0). 
The model was then significant tested by way of analysis of variance Anoua to determine the level of significance/relevance of the models.

CHAPTER FOUR
4.1	PRESENTATION OF DATA ANALYSIS AND INTERPRETATION OF DATA
This chapter deals with data analysis, presentation and interpretation of the study which will be explaining in details the outcome of the researchers work.
4.2 	DEMOGRAPUIC CHARACTERISTICS OF RESPONDENT
Analysis for the demographic information on respondent’s sex, age, marital status and educational qualification of the respondents
DISTRIBUTION OF RESPONDENT BY SEX 
Table4.l
	Alternative 
	Respondent 
	Percentage %

	Male
	30
	60

	Female
	20
	40

	Total
	50
	100


Sources Field Survey, 2025
From the table above it shows that 30 of the respondents’ represents 60% are male while 20 of the respondent represent 40% are female.
DISTRIBUTION OF RESPONDENT BY AGE 
Table 4.2
	Alternative 
	Respondent 
	Percentage %

	21-30years
	25
	50

	3-40years
	15
	30

	41 and above
	10
	20

	Total
	50
	100


Sources Field Survey, 2025
From the above table shows that 25 respondent represent 50% were between the age of 21-30 yrs, 15 respondent 30% were between 3 1-40 years and 10 respondent were between 40 and above. 
DISTRIBUTION OF RESPONDENTS BY MARITAL STATUS
Table 4.3
	Alternative 
	Respondent 
	Percentage %

	Single
	10
	20

	Married
	30
	60

	Widow
	5
	10

	Divorce
	5
	10

	Total
	50
	100


Sources Field Survey, 2025
The above information on the table shows that 10 respondent represent 20% were single, 30 respondent represent 60% were married, 5 respondent 10% were widow while respondent represent 10% were divorce, which shown that married people were mostly employed by United Bank of Africa because of their maturity
DISTRIBUTION OF RESPONDENT BY EDUCATIONAL QUALIFICATION
Table 4.4
	Alternative 
	Respondent 
	Percentage %

	SSCE
	5
	10

	NCE/OND
	15
	30

	HND/BSC
	30
	60

	Other
	-
	-

	Total
	50
	100


Sources Field Survey, 2025
From the above table, it shows that 5 respondent indicate 10% were under secondary school certificate holder, 15 respondent represent 30% were NCE/OND certificate holder and 30% respondent represent 60% were HND/BSC certificate holder.
. Section 4.2 gives the descriptive statistics, section 4.3 provides the diagnostic statistics while section 4.4 is the chapter summary.


4.3 	STATISTICS RESULT
Descriptive analysis shows the average, and standard deviation of the different variables of interest in the study. It also presents the minimum and maximum values of the variables which help in getting a picture about the maximum and minimum values a variable can achieve.
Table 1 gives descriptive statistics for 5 listed non financial firms for a period of six years from 2019 to 2024 and for a total 48 firms- year observations. . The table shows that the average value of net operating financial institution (RQA) is 4.74% of total assets, and standard deviation is 13.05%. This figure means that the value of financial institution can deviate from mean to both sides by 13.05% The maximum and minimum values of net operating financial institution are 25% and -24% respectively.
To check the liquidity of the companies, a traditional measure of Iiqui4ity (current ratio) was used. The average current ratio for the firms  is 1.05 with a standard deviation of 0.68. The highest current ratio for a company in a particular year is 2.2 times and in the same way the minimum ratio for a company in a year is 0.04.
To check the debt financing and its relationship with the financial institution the debt ratio (obtained by dividing the total debt of the company by the total assets) was used as a control variable, The results of descriptive statistics show that the average debt ratio for the firms  is 84% with a standard deviation of 109%. The maximum debt financing used by a company is 501% which. is unusual but may be possible if the equity of the company is in negative. The minimum’ level of the debt ratio is 13%. The average collection period in days is 43 days With standard deviation 16 days: Minimum time taken by a company to collect cash from customers is 22 days while the maximum time for this goal is 81 days.
	
	N 
	Minimum
	Maximum 
	Mean
	Std. Deviation

	Return on Assets 
	48
	-24
	.25
	.0474
	.13051

	Current Ratio
	48
	.04
	2.20
	1.0450
	.68043

	Debt Ratio
	48
	3077.23
	5.81
	432.1513
	927.82153

	
	48
	32.63
	99.69
	56.2326
	17.80051

	
	48
	89.05
	1743.82
	497.3386
	471.21372

	
	48
	89.05
	1743.82
	497.3386
	471.21372

	
	48
	22.32
	81.45
	43.7982
	16.95704

	
	48
	13.06
	16.58
	14.7574
	.96115

	
	48
	
	
	
	


Table 4.1: Descriptive Statistics
Source: Research Data (2021)
To check the size of the firm and its relationship with financial institution, natural logarithm of sales is used as a control variable. The mean value of log of sales is 14.75 while the standard deviation is 0.96. The maximum value of log of sales for a company in a year is 16.58 and the minimum is 13.06.
The cash conversion cycle used as a proxy to check the efficiency n managing working capital is on average -432 days and standard deviation is 927 days Firms receive payment against sales after an average of 44 days and standard deviation is 16 days Minimum time taken by a company to collect cash from receivables is 22 days while the maximum tune for this purpose is 81 days It takes an average 56 days to sell inventory with standard deviation of 17 days Here, maximum time taken by a company is 99 days and minimum is 32 days The companies wait an average 497 days to pay their purchases with standard deviation of 471 days Here, minimum time taken by a company is 89 days and maximum time taken for this purpose is 1743 days which is unusual
4.3 	TESTING OF HYPOTHESIS
Diagnostic Statistics — Test for normality and Colinearity
For diagnostic statistics two methods were used At first, correlation was used to measure the degree of association between different variables under consideration Pearson and Spearman correlations were calculated for all variables used in the study starting with the Pearson’s correlation results.
Correlation Analysis
Pearson’s Correlation Analysis was used for data to see the relationship between variables such as those between working capital management and financial institution If efficient working capital management increases financial institution, one should expect a negative relationship between the measures of working capital management and financial institution variable There is a negative relationship between gross financial institution on the one hand and the measures of working capital management on the other hand.
The results of correlation analysis show a strong negative coefficient -0.586 between average collection period and return on assets, with a p value of 0.00, which is significant at p=0.05. It means that if average collection period decreases it will have a positive impact on financial institution and it will. Increase. This finding implies that managers can improve financial institution by reducing the credit period granted to their customers.
Correlation results among the payable turnover in days or average payment period also indicate the same trend. Here again, the coefficient is negative and highly significant. The coefficient is -0.669 and the p value is (0.000). It means that the less profitable firms wait longer to pay their bills.
The cash conversion cycle which is a comprehensive measure of working capital management also has a negative coefficient 0.644 and the p value is (0.00). It is significant at a. = 1%. It means that if the firm is able to increase this time period known as cash conversion cycle, it can increase its financial institution.
Current ratio is a traditional measure of checking liquidity of the firm. In this analysis the current ratio has a significant negative relationship with financial institution (Return on Assets)% The coefficient is 0.8 17 and p-value of (.000). The result is significant at a. = l%. It indicates that the two objectives of liquidity and financial institution have positive relationships. So, the companies need to increase liquidity to increase financial institution.
A negative significant association exists between company size and financial institution. The coefficient is -0,532; with p-value of (.000). The result is highly significant at a. = 1%. It shows that as size of the firm increases, it will decrease its financial institution. 
Table 4.2 Correlation
	
	
	
	Company size
	Return on Assets
	Current Ratio
	Debt Ratio 
	Cash Conversion Cycle
	Inventory Turnover 
	Average Payment Period 
	Average collection period 

	Spear man’s rho
	Company Size
	Correlation Coefficient Sig. (2-tailed)
	1.000



	-532      **


.000
	-20.2


.16
8
	.318*        .02   8
	-210       .152                                        
	.147                    .320
	.412**         .004
	.114       .438

	
	Return on Assets
	Correlation Coefficient Sig. (2-tailed)
	-.523**                 .000
	1.000
	.817**           .00
	4
	644**                             .000
	-.491**      .000
	- .669**             .000
	- .586**             .000



	
	
	
	
	
	0
	.000
	
	
	
	

	
	Current Ratio
	Correlation Coefficient Sig (2- tailed)
	-202    .168
	.817   **       .000
	1.0     00
	-   .91         .00  0
	.636**      .000
	·   .576**     .000
	·   .561**  .000
	· .714    .000

	
	Debt Ratio
	Correlation Coefficient Sig (2- tailed)
	.318*    .028
	-210     .152
	-           .870             **

.000
	1.0
00
	-724**
.000
	.536**
.000
	722**

.000
	.631**

.000

	
	Cash Conversion Cycle
	Correlation Coefficient Sig (2- tailed)
	-210   152
	644**   .000
	.63
6**

.000
	-
.72
4**
	1.000
	-.023

.877
	-.233

.111
	-.154

.295

	
	Inventory Turnover 
	Correlation Coefficient Sig (2- tailed)
	.147       .320
	-491    .000
	-
57
6**
.000
	
	-023

.877
	1.000
	.710**

.000
	.682**

.000



	
	Inventory Turnover 

	Correlation Coefficient Sig (2- tailed)
	.147       .320
	-491    .000
	-
57
6**
.000
	.53
6**

.000
	-023

.877
	1.000
	.710**

.000
	.682**

.000

	
	Average Payment Period
	Correlation Coefficient Sig (2- tailed)
	.412**    .004
	-669**   .000
	-   .561**    .000
	.722**        .00 0
	-233   .111
	.710**    .000
	1.000
	.682**   .000

	
	Average Payment Period
	Correlation Coefficient Sig (2- tailed)
	.114  .438
	-
586**   .000
	· .714**
	.63  **1   .000
	-.154   .295
	.961**    .000
	.682**      .000
	1.000

	** Correlation is significant at the 0.01 level (2-tailed).

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


Source: Research Date (2025)
	


	A negative relationship between average payment period and financial institution is consistent with the view that less profitable firms wait longer to pay their bills. In that case, financial institution affects the account payables policy and vice versa. An alternative explanation for a negative relationship between the average payment period and financial institution could be that the sugar companies wait too long to pay their accounts payable. Speeding up payments to suppliers might increase financial institution because firms often receive a substantial discount for prompt payment. The results of correlation analysis indicate that as far as  manufacturing firms  are concerned, the working capital management very significantly and strongly affects their financial institution.
Working Capital Management and Financial institution
A shortcoming of Pearson correlations is that they do not allow identifying causes. from consequences. Hence, regression analysis was used to investigate the impact of working capital management on corporate financial institution. The determinants of corporate financial institution are estimated with a fixed effects model. Fixed effects estimated assumes firm specific intercepts, which capture the effects of those variables that particular to each firm and that are constant overtime.
The model used is:
Ya+f31 (Xl)+2(CS)+f33(CR)+4(DR)+ [1
Where:
Y: Return on assets (ROA)
a: constant, the value of ROA when the independent variable are at zero
b1-n: is the regression coefficient or change induced in ROA by each of the variables Xl: Variables (Average Collection Period, Inventory Turnover in Days Average
Payment Period, Cash Conversion Cycle) CS: the size of the company
CR = Current Ratio
DR =Debt Ratio
11 =the error term
All regression models were tested for multi-collinearity. The variance inflation factor (VIF) or the tolerances of the explanatory variables is used to detect whether one predictor has a strong linear association with the remaining predictors. VIF measures how much the variance the regression coefficient is inflated by multi-collinerity thus misleading inflates the standard errors. The largest VIF among all predictors is often used as an indicator of severe multi-collinearity. Predictor with the highest variance inflation factor had 3.682, which totally indicates that there is absence of multi-collinearity between the predictors in the regression models.
- The b0 is a constant, where the regression line intercepts the y axis; representing the amount of dependent ROA will be when all the independent variables are zero. In the equation b0 is 0.576 From the data in table (3), our model is as follows:
ROA = 0:576 - O,O4OCS + O.084CR + O.O19DR+ O.0031T — O.OO4ACP
Table 4.3: Multiple Regression Analysis Results Coefficientsa
	


Model 

	Standardized 
Coefficient 
s
	Standardized 
Coefficient 



	


	T
	Sig

	Correlations 
	Collinearity Statistics


	
	B
	Std. Error
	Beta
	
	
	Zero
-
Order

	Partial

	Part

	Tolerance


	VIF


	(Constant)

	.576
	.146
	3.955
	.000
	
	
	
	
	
	

	Company Size
	040
	.009
	-292
	-4.310
	.000

	-.466
	-.563
	- 270
	.860
	1.162

	Current Ratio
	. 084
	.025
	.440
	3.330
	00.2
	.860
	-
.466
	.209
	.225
	1.441

	Cash Conversion
	.019
6.287E-05
	.000
	.447
	2.350
	.024
	.681
	.34
8
	.14
7
	.10
9
	2.185

	Cycle
	
	
	
	
	
	
	
	
	
	

	Inventory Turnover
	.003
	.003
	.429
	1.252
	.218
	-.376
	.19
4
	.07
9
	.03
4
	2.724

	Average Payment
	6.580E-05
	.000
	-.238
	-3.032
	.004
	-.418
	- 43.2
	- .190
	.64
1
	1.559

	Period 
	
	
	
	
	
	
	
	
	
	

	Average collection
	.004
	.003
	-492
	-1.350
	.185
	·  
.459
	-.209
	-.085
	.03
0
	3.682

	Period
	
	
	
	
	
	
	
	
	
	

	




The adjusted R2,  also called the coefficient of multiple determinations, is the percent of the variance in the dependent explained uniquely or jointly by the This means that 81.5% of the variance in return on assets is c - predictors. The F statistic is used to test significant of R. From a is fit with F statistics 30.55 and p-value is 0.000. It is significant at p= 0.05. This concludes that the independent variables positively explain the variation in ROA. The I statistic that indicates the likelihood that the deviation values for the regression component. The value is 1.295 meaning there is no serial correlation.
Table 4.4: Regression Model Summary Statistics
			Model summary b
	

 Mode 1
	

        R


	

R Square 


	

Adjusted R Square


	

Std. Error of the Estimate
	Change Statistics                                 
	

Durbin - Watson


	
	
	
	
	
	
R Square Change 

	


F Change 

	
df1


	
df2


	
Sig. F Change

	

	1
	.918a
	.842
	.815
	.05615
	.842
	30.555
	7
	40
	.000
	1.295


Source: Research Data (2025)
a. Predictors: (Constant), Average collection period, Company Size, ( Conversion Cycle, Average Payment Period, Current Ratio, Debt Ratio, Inventory Turnover
b. Dependent Variable: Return on Assets
The findings of this study shows that there is a positive relationship between working capital management and financial institution in the sugar industry in Kenya.
WCM explained 84.2% (R2 = .842, F=30.555) Variation in change on the relational predictors and return on Assets


CHAPTER FIVE
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 is managed improperly, allocating more than enough of ft will render management non-efficient and reduce the benefits of short term investments. On the other hand, if working capital is too low, the company may miss a lot of profitable investment opportunities or suffer short term liquidity crisis, leading to degradation of company credit, as it cannot respond effectively to temporary capital requirements. There may be various external and internal factors that may induce the firms to strike a balance between meeting unforeseen capital requirements and avoiding non- efficient management of working capital.
Most. of the listed non-financial firms have large amounts 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 financial institution those firms. The study has found a positive relationship between net operating financial institution and the predictors of study for the Listed non-financial firms. These results suggest that managers can create value for their shareholders by reducing the average collection period to a reasonable period. The negative relationship between accounts payable and financial institution is consistent with the view that less profitable firms wait longer to pay their bills.
On basis of the above analysis we may further conclude 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 these firms properly manage their cash, accounts receivables and debts in a proper way, this will ultimately increase financial institution these companies.
5.2 	CONCLUSION
Working capital management attracts less attention from management than capital budget and capital structure in financial management in the ordinary course of business. Working capital management relates to the sourcing of short term finance and investing in short term assets. It deals with financial institution and the risk of the company. Inefficient working capital management results in over investment in working capital and reduces the financial institution 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 optimal level of working capital, which is a tradeoff between risk and financial institution, can be affected by both internal organizational characteristics and various outside factors. This study is to empirically analyze the effect of working capital management on financial institution Nigerian firms. The aim of the effective and efficient working capital management is to ensure growth in the firm, increase in size, enhance the liquidity profile of firms as well as an optimal leverage. Accordingly, the study n4gbt to achieve the following objectives:
(i) 	Examine the effect of cash conversion cycle on the financial institution Nigerian firms.
(ii) 	Determine the effect of liquidity on financial institution Nigerian firms.
(iii) Examine the effect of age on the financial institution Nigerian firms and
(iv)	To examine the effect of accounts receivable on the financial institution Nigerian firms.
Panel data for 6 years covering period 2019-2024 were collated from published annual reports and accounts of 46 quoted companies in the Nigerian Stock Exchange. The results show that working capital management has a significant effect on financial institution quoted firms in Nigeria, which plays a key role in value creation for shareholders as longer cash conversion cycle has a negative effect on financial institution a firm. In our hypothesis 1, the cash conversion cycle has a negative impact on return on assets on Nigerian firms which called for the rejection of the null hypothesis. Shin and Soen (1998), Deloof (2003), Eljelly (2004) and numerous others found a strong negative relationship between cash conversion cycle with financial institution. Cash conversion cycle offer easy and useful way to check working capital efficiency. For value creation of shareholders, firms must try to keep this number of days to minimum level.
5.3 	RECOMMENDATIONS
The findings indicate that working capital management, particular managing cash and account receivables is important for the purpose of increasing sales and decreasing operating costs working capital has an important role for value creation. it is particularly important for the purpose of increasing sales by managing trade receivables. Based on the findings firms should focus on reducing the accounts receivables period.
The management can also create value for their shareholder by increasing their inventories to a reasonable level firms can also take long to pay their creditor in as for as they do not storm their relationship with the creditors. Firms are capable of gaining competitive advantage by means of effective and efficient utilization of the resources of the organization through a careful of the cash conversion cycle to its minimum. in so doing, Finance Institution the company is expected to increase.
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