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CHAPTER ONE
INTRODUCTION
1.1	BACKGROUND TO THE STUDY
	The prevailing economics situation is a resulting largely from extensive mismanagement of the country; resources have made issues of management, one of the paramount importance in the business world where the financial organization sector has a pervasive influence: the management of working capital cannot be overemphasized.
	Working capital management can be said to the life blood for the sustenance of any organization the study of financial organization is incomplete without an in-depth, thoroughly and critical analysis of techniques of its working capital management.
	Working capital is concerned with:
(i) Financial of working capital component
(ii) Investment in asset
(iii) Usage of working capital
It is the art of science of planning organization directing, controlling and utilization of working capital component as well as determines the appropriates mix of working capital management. It can also defined as that aspect of managerial finance or management accounting, which is concerned with the activities involved in sourcing financing and investing in the components of working capital.
	In managing working capital, companies separate current execution into their component units for policy formulation and execution. This is because are of different nature, which makes it imperative that they will be considered and managed under a unique appropriate.
1.2	STATEMENT OF THE PROBLEM
In Nigeria’s volatile economic environment—marked by high inflation, currency devaluation, and stringent regulatory capital requirements—banks face mounting pressure to maintain profitability and ensure survival. Efficient working capital management (WCM) is crucial for sustaining liquidity, meeting short-term obligations, and optimizing financial performance. However, many Nigerian banks struggle to balance these objectives, leading to increased financial distress and operational inefficiencies.
	Recent empirical studies highlight the significant impact of WCM on bank profitability. For instance, Osuma et al. (2018) found that effective WCM practices positively influence the profitability of Nigerian deposit money banks, emphasizing the need for strategic management of components like net interest income and current ratios. Similarly, Gbadebo (2025) reported a positive and significant relationship between efficient WCM and the financial performance of listed deposit money banks in Nigeria, underscoring the importance of managing the cash conversion cycle and gross operating profit.
	despite these findings, many banks in Nigeria continue to face challenges in implementing effective WCM strategies. The Central Bank of Nigeria's recent mandate for banks to bolster their capital by March 2026 further complicates the landscape, as banks must now navigate capital adequacy requirements alongside liquidity management. The lack of robust WCM practices not only hampers profitability but also threatens the very survival of banks in a highly competitive and regulated industry.	
	Therefore, there is an urgent need to investigate the role of WCM in enhancing bank profitability and ensuring survival in Nigeria's challenging economic context. Understanding the specific WCM strategies that contribute to financial stability will provide valuable insights for bank managers, policymakers, and stakeholders aiming to strengthen the banking sector's resilience.

1.3 RESEARCH QUESTIONS
1. What is the relationship between working capital management and the profitability of banks in Nigeria?  
2. How does efficient management of current assets and liabilities impact bank survival?  
3. What role does the cash conversion cycle play in determining the financial performance of banks?  
4. How does inventory, accounts receivable, and accounts payable management influence bank liquidity?  
5. What working capital strategies are Nigerian banks adopting to enhance financial sustainability?


1.4	OBJECTIVE OF THE STUDY
	Working capital represents a large proportion of total investment in the operation in the operation of any financial organization the management of this aspect of firms resources is crucial to the success and survival of any company.
	A company can be seen as a series of cash flow. In order words. These streams of cash flow constitute the components of working capital in view of the above, the following of the relevant objectives and purpose of the study of working objectives and purpose of the study of working capital management especially in financial organization, such as unions bank of Nigeria plc. This is a case study in this project.
1. To identify the various method or techniques for managing the individual component of working capital in financial organization concern in particularly how union Bank of Nigeria plc. Manage the component of its working capital.
2. To determine an optional working level
3. To examine operational and financial efficiency of union bank plc in term its ability to earn on its owners.
4. To identify the component of working capital the relevance of this study can be seen in terms of the importance of working capital smooth operation of the firm and it ability to invest in working capital, in most efficient and effective manner. This at the end of this project, it should possible to review, assets and critically analysis the method of managing the working capital of union Bank of Nigeria plc.

1.5 RESEARCH HYPOTHESES
1. There is no significant relationship between working capital management and the profitability of banks in Nigeria.  
2. Efficient management of current assets and liabilities does not significantly affect bank survival.  
3. the cash conversion cycle has no significant impact on the financial performance of banks.  
1.6   SIGNIFICANCE OF THE STUDY
This study holds substantial significance for various stakeholders within the banking sector and the wider financial ecosystem in Nigeria:
1. For Bank Managers and Financial Controllers  
The findings will provide valuable insights into how effective working capital management (WCM) enhances profitability and ensures liquidity, enabling managers to make better financial decisions that promote institutional sustainability.
2. For Policymakers and Regulators  
Regulatory bodies such as the Central Bank of Nigeria (CBN) can use the research to frame or reinforce guidelines that ensure adequate liquidity and capital structures within banks, thereby strengthening financial sector stability.

3. For Academics and Researchers  
The study contributes to the existing literature by offering empirical evidence from the Nigerian banking context. It will serve as a reference point for future research on financial performance and resource optimization strategies in developing economies.
4. For Investors and Shareholders
Understanding how WCM affects profitability can guide investment decisions and risk assessment strategies, ultimately leading to improved investor confidence and better returns.
5. For the General Public and Economy  
A more financially stable banking sector ensures better access to credit and savings mechanisms for businesses and individuals, thereby fostering economic growth and reducing systemic risk in the economy.
1.7	SCOPE OF THE STUDY
	Working capital management is used for business survival in many fields of business world. However, this study of working capital management as tool for business survival is limited to financial organization and the study bases on union Bank plc. Ilorin branch the study concentrated on the perception of the management, intermediate and hour level work. In the effectiveness of this model as tool in business survival. Where by working capital techniques are used by the management of considered in making decision in the company.


1.8	LIMITATION OF THE STUDY
	The first problem encountered in collecting our data was inadequate of data on the study, the topic been relatively new, text are not adequate gotten on the subject. Also the reluctancy in the attitude of staffs,
	Finance and the constraints were another limitation to data collection problems and the prospect of small scale business. This can stem from the fact that the researcher had to go to the office time without number (which were in kwara state).
	This the limitations centre on transportation cost and time because we are a student who had to combine project work with our academic.
1.9	DEFINITION OF TERMS
	This is an act of recoding, classifying, summarizing in significant number and in terms of money transaction and events which are in part at least of financial character and interpreting the result thereof.
Data: A set of fact, information collected and ready for use
Cottage industry: Any group of people or object which are similar in one way or more and which form the subject of the study in a particular survey.
Sample: This is defined as of the whole 
Credit policy: This is a clear act guideline on the extension of credit facised when customers are allowed to make immediate use or to carry goods away and make.
Cash Flow: This is the movement of cash in and out of the business. It is synonymous with the cash account.
U.B.N: Union bank of Nigeria
C.B.N: Central Bank of Nigeria
Business: can be define as any activities pat in place by a man in ofter for him/her to earn a living.
Working capital: Can be defined as the resources available for conducting day-to-day operations of an organization; normally. It is the excess of current assets over current liabilities.
Management: It can be defined as a vital sector of our society. Our economic needs and wants are met by business and our lives are touched daily in countless. ways by the operations of business people.
Investment: Can be define as the commitment of a sum of money usually large into a business or project with the aim of reaping a stream of
As set: can be described as which belong to the income business like building motors machinery etc.
Liabilities: can be define as the indelitedness of the business to outsider. It is the claim on the assets of the company.
1.10	PLAN OF THE STUDY
	This research work examine the important of effective working capital cash, cash management inventory management and debtor management.
	Part three of this project death with the research methodology procedure, research design, and generalization of sample size that related to the brief historical background of union Bank plc in Nigeria part four which dealt with data analysis and interpretation of findings, questionnaire analysis.
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CHAPTER TWO
LITERATURE REVIEW

2.1 CONCEPTUAL FRAMEWORK
Working capital management (WCM) is pivotal in ensuring the liquidity, operational efficiency, and overall financial health of banks. In Nigeria's dynamic economic environment, characterized by currency fluctuations, inflation, and regulatory changes, effective WCM is essential for banks' survival and profitability. Working capital refers to the difference between a bank's current assets (like cash, loans, and receivables) and current liabilities (such as deposits and short-term borrowings). Effective WCM ensures that a bank can meet its short-term obligations while optimizing its profitability.
WORKING CAPITAL MANAGEMENT
	A look at any company’s balance sheet should indicates how the company’s working capital is financial the net working capital of business if financial. The net working capital of business is its current assets less its liabilities.
CURRENT ASSET INCLUDES
· Stock of raw matrials
· Work in progress
· Finished goods
· Trade debtors
· Pre-payments
· Cash balances
CURRENT LIABILITIES INCLUDES
· Trade Creditors
Accruals
Taxation payable
Short term loan
Dividends payable
Every business needs adequate liquids resources in order to maintain day-to-day cash flow. It needs to pay wages and salaries as they fall due and to pay creditors if it’s suppliers to, keep its working force and ensure its supplies.
Maintenance of adequate working capital is not just important in short term, sufficient liquidity must be maintained in order to ensure the survival of the business in long-term as well. However, a profitable business may fail if it does not have adequate cash flow to meet its liabilities as they fall due.
Therefore, when a business makes investment decisions it must not only consider the financial outlay involve with acquiring the new machine or new building, but must also take account of the additional current assets that are usually involved with any expansion of activity.
Increase production trend to engender a need to hold additional stock of row – materials and working in progress. Increase sates usually means the level of debtors with increase. A general increase in the firms scale of operation tends to empty a need (Moyer 200).
One of the essential issues that company must focus attention on management of its work capital is in operation cycle, though, the human resources is the greatest asset of any or organization and its is one of the secondary source of value creation in any firm, include union Bank of Nigeria plc. cash flow in a cycle into, around and every management primary tasks is to help keep it flowing and it use the cash flow it generate profits if a business is operating profitably, the it should in theory, generates cash surplus, it does not the business will eventually run out of cash and expire. The faster a business expands the more the cash it will need working capital and investment the chapter and best sources of cash exist as working capital right within business.
Good management of working capital will generate cash, will help to improve profit and reduce risk, bear in mind that the casta, of providing credit to customer and holding stock can represent a substantial proportion of a firm’s total profit (Richard 200).
These are two elements in the business that absorbed cash. These inventories (stock and working in capital).
· Receivable (Debtors owing you)
THE MAIN SOURCES OF CASH ARE
· Payable (creditors)
· Equity and loans
Working capital cycle can be represented thus:
Equity and loan

Receivable

     Sales

Overhead

Inventory

Payable

Payable

Cash









Source
	Each component of working capital (namely inventory, receivable, and payable) ahs two dimension time and money” when it comes to managing working capital.
Time and money if we can get money to move due from debtors more quickly) or reduce the amount of money tied up, (by reduce the inventory levels relatives to sales) the business generates more cash or it will need to borrow less money to fund working capital as a consequence you could reduce the cost of bank interest or you will have additional sales growth or improve terms with suppliers by getting a larger credit or an increased credit limit, you will effectively creates free finance to help fund future sales.
	COMPONENT OF WORKING CAPITAL MANAGEMENT
	Each component of working capital need to be effectively, include cash, debtors, inventory and others.
	CASH MANAGEMENT
	Cash in the component of working capital resources out of the all working capital resources; it is the most liquid and very important to every business company need to have sufficient cash to ensure that their operations are running smoothly.
	IMPORTANT OF CASH AND SOURCES OF FUNDS
	The take off and efficient performance of any enterprises, be it small or large, requires the provision of funds for its capitalization, working capital and rehabilitation needs as well as for the creation of new investments.
	The entrepreneur needs funds to facilitate the coordination of other factors of production such as land, labour and capital, (Obah G.A.T 2005).
	According to Pogue (1998) when planning the short or long term funding requirement than to profitability, while profit the difference between sales and cost within a specified period is vital indication or the performance of the business. The generation of a profit does not necessary guarantee its development, or even the survival. More business failed for lack of cash or capital than for wants or profit.
	CASH VERSUS PROFITS
	According to the statement of Ramamurthy (2001) which says that sales and costs are therefore, profit do not necessary coincide with their associated cash flow and out flows. While, sales may have been secured and goods delivered, the related payment may be different as a result of giving credit to the customers, at the same time payment must be made to suppliers staff each must be invested in rebuilding. The net result in the cash receipt often lay cash payment and while profit may be reported, the business for this reason, it is essential to forecast cash flow as well as project likely profits.
	CASH PLANNING
	Cash planning is a techniques to plan and control the use of cash it protects the financed condition of the firm by developing a projected cash statement from a forecast of expected cash flows and outflow given period the forecast of expected cash flow and outflow given period the forecast may be based on the project operation or anticipated future operation (van Home, 1987). Cash planning are very crucial in developing the overall operation plan of the firm. Therefore cash planning may be done on daily weekly or monthly basic. The period and frequency of cash planning generally depends, upon the size of the firm and philosophy or management. It is possible that firm may be making adequate profits, but may suffer from the shortage or cash on is growing needs may consume cash very fact.
	The “cash poor” position of the firm can corrected if its cash needs planned in advance cash planning can also help to anticipated the future cash flows and idle cash balance (which lower firms profitability) and cash deficits (which can cause the firms failure) cash forecasting and budgeting device to the firm expected cash, inflow and outflow over the payment of period. This information helps the financial manager to determine the future cash needs of the firm plan for the financing of the needs and exercise control over the cash and liquidity of the firm (Weston and Copeland, 1986).
	Cash forecasts are needs to prepare cash budget, cash forecasting may be done on short or long-term basis.
	Generally, forecasting, periods one year or less is considered short term, those extending beyond one year are considered long term.
SHORT-TERM FORCASTS
	The short term forecasts help in determine the cash requirements for a predetermined period cash requirements for a predetermined period to run a business. If the cash requirement are not be possible for the management to know how cash balance is to be kept in land, to what extent bank financing depended upon and whether surplus funds would be available to investment in marketable securities.
	The short term cash forecasts, however, the financial manager in enable to adjust the differences in favours of the firms perfect margin between cash inflows and outflows one of the wide signification roles of short-term forecast is to determine when the money will be needed from bank and when it can be repaid. In such forecast it will not be difficult to the financial manager to negotiate short term financing arrangement with bank.
	Below are the most commonly used method of short-term cash forecasting
a. The receipt and disbursement method
b. The adjusted not income
The following are the benefit derived from the short-term forecast.
1. Planning reduction of short-term and long term debt
2. Scheduling payments in connection with capital expenditure programmers.
3. Planning forward purchases of inventories
4. Checking accuracy of long-term cash forcast
5. Taking advantage of cash discount offered by supplied
6. Guiding credit policies.
LONG – TERM FORECASTS
	Long term cash forecast are prepared, to gives one idea of the company’s financial requirement in the distant future they are not as details as short time forecasts. Once a company had developed long term cash forecast it can be use to evaluate the impact of new product development or plan acquisition of the firm’s financial condition in futures.
	The major use of the long-term cash forecast are:
(a) It indicates as company’s future needs, especially for its working capital requirement 
(b) It helps to evaluate the purpose capital project, It pinpoints the cash requirement to finance these projects as well as the cash to granted by the company to support them.
(c) IT also helps to improve corporate planning long-term cash forecasts compels cash division to plan for future and to forecasts project carefully.
The receipt and disbursement method and the adjusted not income method can also be used long-term cash forecasting long-term cash forecasting reflects the impact of growth, expansion or acquisition it also indicate financing problems arising from the development.
	MANAGEMENT CASH FLOWS
	Once the budget has been prepared and the appropriate not cash is flow established, the financial manager should ensure that there is no any significant deviation between projected cash flows and actual cash flows. To achieve this, cash mange proper control will have to be improving through or proper of cash collection and disbursement (Friday, 1999).
CASH COLLECTION
	Cash collection can be made through “accelerating cash collection” on decentralize collection.
According cash collection: A firm can conserve cash and reduce it requirement for cash balances if it can be speed its cash collection. A long-term in processing the invoice, days take to get the invoice to buyers and some other processing can be controlled by accelerated cash collection.
	This is done by reducing the gap between the time customer pays bill and the timer the cheque is collected and funds becomes available for the firm’s use.
	The amount of cheque sent by customers who are not yet collected is called “collection or caused by the time take by cheque in transit and the processing time than the time taken by the firm in processing cheque for internal accounting processing. In this case an efficient financial manager will attempt to reduce the firm’s deposit float by the speeding up the mailing processing and collection times.
	Decentralized collection this is a system of operating through a number of collection centre, instead of single collection center centralized at the firm’s head office. The basic purpose of decentralized collection to minimize the gap between mail line time from customers to the firms and time when the firm can make use of the funds. A large operating over made geographi9cal area can speed up-its collection by following a decentralized collection procedure.
DISBURSEMENT
	The effective control of disbursement can also help inform in conserving cash and reducing the financial requirements.
	Disbursement arise due to trade credit which in a (spontaneous) sources of funds. The forms should make payment using credit terms to the fullest extend. By delaying payment, the firm makes maximum use of trade credit as resources of fund a sources which is interested free.
	The power control of disbursement make a centralized system advantageous. The payment of bills will be made from a single central account for local payees, who are for from central account, the transmit time will increase and the form will gain by this delay.
	INVENTORY/ STOCK MANAGEMENT
	According to star and David (2001) managing inventory’s jugging act. Excessive stock can place of heavy burden on the cash resources of a business in sufficient stock can result in all stock is moving or put another way, how long each item of stock sit on shelves before being sold.
	Obviously average stock holding periods will be influence by the nature of the business for example a fresh vegetable shop might turn over its entire stock every few days while a motor factor would be mush shower as it may carry a wide range rarely used spare part in case somebody needs them.
	Nowadays, many large manufactures operates on a just – in – time (JIT) basis, where the entire components to be assembled on a particular today, arrive at the factory early that moving earlier any later. This help to minimize stock holding and eliminate the risk of observe or damage stock. Because just in time manufacturer hold stock for every short time they are able to conserve substantial cash just in time is a good model to strive for as it embraces all the principle of prudent stock management. They key issue for a business is to identify that fact and the show product.
	The key issue for a business is to identify the fact and the slow product moves with the objective of establishing optimum stock levels for each category and theory by minimize the cash lied up cash.
	Factors to be considered when determine optimum stock level include.
a) What are the projected sales of each product?
b) How widely available are raw materials component?
c) How long does it take for delivery by supplier?
d) Can you remove slow mover for your product range without compromising best seller?
Remember that stock sitting on silvers for long period of time tidy up money. Which is not works for your better stock control by the following:
1. Review the effectiveness of existing and inventory system.
2. Know the stock run for all major item of inventory.
3. Apply tight controls to the significant few items and simplify control for the lival money.
4. Sell of dated of moving merchandise it gets more default to sell the longer you keep it.
5. Consider having part of your product out source to another manufacturer rather than make it yourself.
6. Review your security procedure to ensure that no stock is going out through the back door “higher than necessary stock level hold up cash and cost move in insurance accommodation cost level and interest changes.
These are the following factors that influence the level of inventory in the company’s
1. Risk association changes perish ability of bolds and flashing flammability of the goods.
2. Interest on borrowed fund to finance inventory
3. Cost of storage and insurance etc.
4. Possibility of loss of sales from stock out situation and the attendant consequences e.g. loss of customers to competitors and loss of profit.
	ASCERTAINMENT OF COST
	This implies that the inventory/ stock should costly and certain in general, the cost are usually classified.
1. Purchase cost which include purchase price, carriage on purchase etc.
2. Ordering costs which are associated with obtaining the stock e.g. purchase order cost, loading and off loading cost of refreshment.
3. Carry/holding cost which include the stock depreciation of bin card, whole housing cost, obsolesces, air conditioning cost etc.
4. Stock out cost and most organization do try to avoid because of its associated cost which include cost of revenue lost of around will etc. Generally costs in orders to maximize profit. This usual relevant cost that are of the significant car carrying and ordering costs, more over, these are the costs, the financial manager consistency its to minimize of course, without losing sight of other costs. He attempt to do this by determining to be ordered at any point in time. That’s economics ordered quality (EOQ) (Lucky 1988):
INVENTORY CONTROL LEVELS
	Inventory is controlled in various ways such as:
1. Re-order level
2. Minimum and butter stock level
3. Maximum stock level
4. Economics
Re-order level: This is the level of stock of which replacement had to be made. The determine this re-orders levels the following factors must be taken into consideration.
a. The average time required to receive inventory once in order has been place ](led time).
b. The rate of the demand during the period
c. A safety stock to allow for variation in lead time and usage.
Minimum/Butter sock level: this is safety stock, it is the stock level, which covers uncertainly say demand increase in the lead – time maximum stock level: This is the highest level of inventory a firm is willing to stock beyond level, management mist do something to reduce it to as it may gave serious cost implication.
	Economic order quantity (EOQ) – Lucky define economic order quantity as the ordering which minimize the balance of cost between inventory holding cost of and re-order costs.

CREDIT POLICY
	According to Pandey (1999) credit policy involves the attempt at establishing a trade off between the profit expected on credit sales given rise to the debtors in one hand and the cost. If carrying the debtors and bad debts losing on the other hand. Credit policy should address some of the following:
1. Quality of trade account to be accepted for credit.
2. Length off the credit period
3. Cash discount that may be offered
4. Debtor collection programme 
The factors which are usually take into account in formulating a credit policy by a company include: the cost of administering debt.
2.9 REASONS FOR HOLDING STOCK
There are many reasons companies hold stock even through capital which could have been invested in profitable ventures, are being tied down on inventories reasons could be summarized.
1. Transaction reactive: This emphasized the needs to maintain inventories to
Facilitates smooth production and sales operation
2. Precautionary motive: This aims at guarding against the risk of unpredictable changes in demand and supply.
3. Speculative motive: This influences the decision take advantage of price fluctuation.

2.2  THEORETICAL FRAME WORK
DETERMINE THE OPTIMUM CASH BALANCE
	According to Baumol (1952), one of the primary responsibilities of the financial manager is to maintain a sound liquidity position to the firm so that these are settled in time. They needs cash purchase raw materials and wages and other expenses as well for paying dividends interests and taxes.
	A firm maintains the operating cash balance for transaction purpose. The amount of cash balance will depends on the risk – re – turn trade off. If the firm maintains small cash balance, its liquidity position weakens but its profitability improves as the released funds can be invested in profitable opportunities (marketable securities). One the other hand, if the firm keeps high balance, it will have strong liquidity position but its profitability will low. The opportunity cost the firm, how to determine the optimum cash balance if cash flow are predictable and if they are not predictable?.
	OPTIMUM CASH BALANCE UNDER CERTAINTY
	In Baumol cash management model, it considered cash management similar to an inventory management problem. As even the firm’s attempt to minimize the sum of the cost of holding cash (inventory of cash) and the cost Baumol model makes the following assumption.
1. The firm is able to forecast its cash needs with certainty.
2. The firm’s cash payments accrue uniformly over a period of time.
3. The opportunity cost of holding cash is known and it does not change overtime.
4. The firm will incurred the same transaction cost where ever it converts securities to cash.
Let us assume that firm sells securities and starts with cash balance of “C”, as the firm spends cash, it cash balance decrease steadily and reaches to zero. The firm fill up its cash balance to “C” by selling marketable securities. This pattern continues overtime, since the cash balance will C/Z. This pattern is show below:
CASH BALANCEC.
C/2
Average
Time
T1
T2
T3
Source:







The firm incures as holding cast for keeping the cash balance. It is an opportunity cast, i.e. the return foregone on the marketable securities if the opportunity cost is “K” then the firm holding cost for maintain average cash balance is as follow.
	Holding Cost		K (c/2)
	The firm incures a transaction cost whenver it convents its marketable securities to cash. Total number of transaction during year will be total number funds requirement “T” divided by the cash balance “C” that is T/C.
	The per transaction cost in assumed to be construct, if per transaction cost is “C” the total transaction will be.
	The total annual cost of the demand for cash “C” increase. However, the transaction cost reduces because with increasing “C” the number of transaction will be declined this there is a trade off between diagram’s illustrates the trade off. the  optimum cash balance “C” is obtained when the total cost is minimum.
	The formulae for the optimum cash balance are as follows:
C =    2 ct
	   	           K
	When “C” is the optimum cash balance “C” is the cost per transaction “T” is the total cost of during the year and “K” is the opportunity cost of holding cash balance. The optimum cash balance will increase together with increase in the per transaction cost and total funds required the decreased with opportunity cost. The firm incures as holding cast for keeping the cash balance. It is an opportunity cast, i.e. the return foregone on the marketable securities. If the opportunity cost is “K” than the firms holding cost for maintain average cash balance is as follows.
	Holding cost		K (c/2)
	The firm incures a transaction cost when ever it convents it marketable securities to cash. Total number of transaction during year will be total number funds requirement “T” divided by the cash balance “C” that is T/c. The per transaction cost in assumed to be construct, if per transaction cost is “C” the total transaction will be.
	The total annual cost of the demand for cash “C” increase. However, the transaction cost reduces because with increasing “C”
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OPTIMUM CASH BALANCE UNDER UNCERTAINTY
	Miller – Orr (Mo) model overcomes the limitation of Baumol model, is that model that does not, allow the cash flow to flundnate nor predicting daily cash in flows and out flows. The model also allows for daily cash flow variation. It assumes that net cash flows are normally distributed with a zero value of mean and standard deviation.
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As showing is diagram above, the miller provide for two control limits. The upper control limit and the lower control limits as well as a return point if the forms cash fluctuate randomly and but if the forms cash fluctuate randomly and but the upper limit, then it buys sufficient marketable securities to come back to limit normal.
	The firm, sets the lower control limits as per its requirement of maintains cash balance.

3.3 EMPIRICAL FRAMEWORK
empirical Evidence Linking WCM to Bank Performance. Several studies have explored the relationship between WCM and bank performance in Nigeria. Positive Impact on Profitability: Research indicates that efficient WCM practices positively influence banks' profitability. For instance, a study examining ten deposit money banks in Nigeria from 2010 to 2016 found that effective WCM significantly affects profitability, with return on assets (ROA) serving as a better measure for bank profitability.
 Cash Conversion Cycle (CCC): The CCC is a critical component of WCM. A study analyzing data from Nigerian banks between 2012 and 2022 found a negative but significant relationship between the CCC and financial performance, suggesting that a shorter CCC enhances profitability. A Case Study of Zenith Bank is an analysis of Zenith Bank Nigeria PLC from 2010 to 2020 revealed a direct relationship between working capital and asset returns. The study concluded that fluctuations in working capital levels corresponded with changes in asset returns, emphasizing the importance of WCM in bank performance.
Etonye (2023)  studied  analyzed the impact of WCM on the performance of eight deposit money banks in Nigeria from 2010 to 2021. Using return on assets (ROA) as a performance metric, the findings revealed:
- A negative and insignificant relationship between the cash conversion cycle (CCC) and ROA.
- A positive and significant effect of current assets on ROA.
- Current liabilities negatively impacted bank performance.
Umoren & Udo (2015) Investigated selected Nigerian deposit money banks. This study found:
- A significant negative relationship between profitability and both CCC and leverage.
- Liquidity was negatively associated with creditors’ payment period and leverage.
- A positive relationship between liquidity and debtors’ collection period, CCC, and credit risk.






CHAPTER THREE
RESEARCH METHODOLOGY
3.0 INTRODUCTION
	Research methodology can be defined as a system at structuring of research so as to obtain the required data that will enable the researchers to identify relevant variable and establish their relationship with one another.
	Alternative research methodology can be defined as the specification of procedure for collection summarizing and analyzing necessary data in solving problem.
3.1	RESEARCH DESIGN
A research design refers to the structuring of investigation aimed at identify variables and their relationship to one another. A statistical survey design was used in this project is a scheme for data collecting sample was studied without being subjected to any manipulation or control.
	
3.2	SOURCES OF DATA 
	Both primary and secondary data were employed in the course of carrying out this research working primary data were obtained from union bank of Nigeria plc Ilorin which is chosen as a case study, while the secondary data were collecting through consultation of relevant documents.


3.3	POPULATION OF STUDY
	The population of study is described as the total number of employees of union bank of Nigeria plc, Ilorin, who are directly involved in the management of various kind of segment.
	The population size include following elements.
1. The staff of the account department of union bank of Nigeria plc (Ilorin).
2. The staff of the withdraw section of union bank of Nigeria plc (Ilorin).
3. The staff of the deposit section of Union bank of Nigeria plc (Ilorin).
3.4	SAMPLE SIZE
	This is a function of the study of the population and desired degree of precision, the sample size chosen for this study must necessarily be small and compact.
	Hence, the researcher sampled seventy respondent, but out of which 67 questionnaire form were correctly filled. The personnel were randomly taken in order to avoid sampling error. The sample size employed in this research study is generalize to the whole large scale industries, data and information collected could be generalized to other bank institution.
3.5 RESEARCH  INSTRUMENTS
	The primary data were collected from the case study (Union bank of Nigeria plc Ilorin) based mainly on the activities related to the control of customer. The operation was carried out with following instrument.
a. The administration of questionnaire: A prepared list of specific question and a choice of three possible answers (YES, NO & INDIFFERENT) were used to facilitate the process of tabulation, analysis, and generalization the most suitable for this research it was divided into two section and contains 20 question of which the last two question were given space of sharing opinion of problem and suggestion from the respondents.
Section A, was the collection information that are personnel to the respondent.
While section B contains question on how to control customer with negatives, positions or indifferent responses those questionnaire were actually administered after approval and were collected back from the respondents on the spot.
METHOD OF DATA ANALYSIS 
	In order to test the hypothesis formulated a non parametric statistical tool whose choice were based on the sample size of the population structure small sample.
	This tool was chi-square test denoted by X2 with a level of signification of 5 percent (0.05) the chi-square as observed by Omotosho (1990) is frequently used in testing an hypothesis.
	Concerning the difference between a set of observed frequencies of a sample and corresponding set of expected or theoretical frequencies.
	A chi – square test is completed as follows X2 statistics = 
∑ (O-E)2 
      E
	Where E = summation
O 	= Observed frequency
∑	= expected frequency
DF	= Degree of freedom
X1	= Significant level
1. Observed and expected frequencies: in the chi-square test statistics, the observed cell frequencies were observed from the data collected which needed no, further computation the expected cell frequencies were computed by the following operation.
E 	= Row total X column total
	Total number of observation
2. Decision rule: the pull, hypothesis (Ho) of the study of the significance level of 5% or 0.05 shell be rejected and the alternative hypothesis (H1) accepted, if the computed or test statistics exceeds the critical (tabulated) value of X2 before taking above decision the researcher computed the value of degree of freedom (df) though:
Dr = (r-1) (c-1)
	R	= Y number of rows
	C	= Y number of Colum
B	Demographic data were analyzed with the used of simple percentage.

CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
	In the chapter, analysis made to classify response according to design, sex, age, educational background year of experience, year in the present position.
4.1 DATA PRESENTATION
The following are the characteristics of sample in the study.
Table 4.1
	CHARACTERISTICS
	FREQUENCY
	PERSENTAGE

	Senior staff 
	29
	43.3

	Junior staff 
	38
	56.7

	Total
	67
	100


Research survey 2025
	In the above table, 29 respondents are senior staff representing 43.3 percent, while 38 respondents are junior staff representing 56.7 percent 7 the total respondents. This indicates that there are more junior staff respondent that there are more junior staff respondent than senior staff.





Table 4.2
	SEX
	FREQUENCY
	PERSENTAGE

	Male
	49
	73.1

	Female
	18
	26.9

	Total
	67
	100


Research survey 2025

	From the above, 49 respondents are male representing 73:1 percent while 18 respondents are female representing 26.9 percent. This implies that there are more than female respondents.

	
AGE
	CODE
	FREQUENCY
	PERSENTAGE

	20-20 (years)
	1
	-
	-

	23-35 (years)
	2
	20
	30

	35.45 (years)
	3
	36
	54

	45 and above
	
	
	

	Total
	
	67
	100


Research survey 2025
	The above table 4.2 indicates that 20 respondents are 23-35 years of age repenting 30% percent, 36, respondents are within the age of 35.45 years of age representing 51 percent, while 11 respondents fall between 45 years of age and above representing 16 percent. This implies that the greater percentage of respondents were between than age of 35-45 years.
Table 4.4
	EDUCATION BACKGROUND
	FREQUENCY
	PERSENTAGE

	Post graduate
	12
	19

	Professional/ fist degree and HND 
	35
	52

	OND/HSC/NCE
	13
	19

	WASSCE/GCE
	
	

	Total
	67
	100


Research survey 2025
	The above table 4.4 shows that the respondents in post graduate were 12 representing 19 percents 35 respondents are professional, first degree and Higher National Diploma which represents 52 percent, the respondents in National Diploma School Certificate and national Certificate in education are 13 which is represent 19 percent, which the 7 respondents of west Africa school, certificate examination and general certificate examination represent 10 percent.



Table 4.5
	YEAR OF EXPERIENCE
	FREQUENCY
	PERSENTAGE

	1-5 (Years)
	6
	9

	6-10 (Years)
	10
	15

	11-15 (years)
	22
	33

	16 & Above
	29
	43

	Total
	67
	100


Research survey 2025
	In the above, 6 respondents have spent between 1-5 years represent 9 percent, 10 respondents have spent between 11-15 years representing 15 percent, 22 respondents have spent between 11-15 years representing 33 percent while 29 respondents representing 43 percent fall between 16 years and above.
Table 4.5
	YEAR IN THE PRESENT POSITION 
	FREQUENCY
	PERSENTAGE

	Below one year
	10
	14.9

	1-2 (years 
	30
	44.8

	3-4 (years)
	14
	20.9

	5 & Above
	13
	19.14

	Total
	67
	100


Research survey 2025
	From the 4.6 above, 10 respondent fall below 1 year representing 14.9 percent, 30 respondents 30 respondents have spent between 1-2 years in the company representing 44.8, 14 respondents have spent 3-4 years representing 20.9 percent which, 13 respondents spent 5 years and above. In the company representing 19.14 percent.
4.2	ANALYSIS OF INDIVIDUAL STATEMENT
	The following are the analysis of individual statement. Statement 1: cash management is sometimes used in working police for the organization.
Table 4.7
	RESPONDENT
	FREQUENCY
	PERSENTAGE

	Strongly
	7
	10.4

	Agree
	38
	56.7

	Undecided 
	17
	25.4

	Disagree 
	5
	7.5

	Strongly Disagree
	-
	-

	Total
	67
	100


Research survey 2025
	As Table 4.7 depicts, 7 respondents representing 10.4% agree with the statement 38 respondent’s representing 56.7 17 respondents representing 25.4 undecided 4.5 respondents representing 7.5%. This shows that a total Number of forty – Five respondents representing 7.1 percent agree with the statement above. 
	RESPONDENT
	CODE
	FREQUENCY
	PERSENTAGE

	Strongly
	5
	20
	29.9

	Agree
	
	
	41.8

	Undecided 
	
	
	17.9

	Disagree 
	
	-
	-

	Strongly Disagree
	
	67
	100

	Total
	
	67
	100


Research survey 2025
	From the 4.8 above, 20 respondents representing 29.9% strongly the statement Number (2) above 28 respondents representing agree 40:8% 12 respondents representing were undecided 17.9% while 7. Respondents representing 10.4% with the statement number (2) this implies that a total of 48 respondents representing 17.7%.
STATEMENT NUMBER 3: at time the organization monitor the amount of credit it gives to its customers.
Table 4.9
	RESPONDENT
	CODE
	FREQUENCY
	PERSENTAGE

	Strongly
	5
	24
	35.8

	Agree
	4
	37
	55.2

	Undecided 
	3
	4
	6.0

	Disagree 
	2
	2
	3.0

	Strongly Disagree
	-
	-
	-

	Total
	
	67
	100


Research survey 2025
	From the table 4.9 above, 24 respondent with 35.8 percent strongly agree with the statement number (3), 37 respondents agree with 55.2 percent while 4 respondents were undecided with 6.0 percent 2 respondents disagree with 3.0 percent. A total number (3) that organization monitors the amount of credit give to its customers.
	STATEMENT NUMBER 4: Stock control is sometimes used in production planning of the company.
	RESPONDENT
	CODE
	FREQUENCY
	PERSENTAGE

	Strongly
	5
	20
	29.9

	Agree
	4
	37
	55.2

	Undecided 
	3
	7
	10.4

	Disagree 
	2
	3
	4.5

	Strongly Disagree
	-
	-
	-

	Total
	
	67
	100


Research survey 2025
	From above table 4.10, 20 respondents strongly agree with the statement number (4) representing 29.9 percent, 37 respondents agree with 55.2 percent 7 respondents were undecided representing 4.5 percent, 57 respondents out of the number of 67 respondents agree with the statement that stock control; s sometime used in production planning of the company.
STATEMENT NUMBERS 5: When financing the current in an organization, production or short and long term funds are considered.
	RESPONDENT
	CODE
	FREQUENCY
	PERSENTAGE

	Strongly
	5
	34
	50.7

	Agree
	4
	24
	35.8

	Undecided 
	3
	3
	4.5

	Disagree 
	2
	6
	9.0

	Strongly Disagree
	-
	-
	-

	Total
	
	67
	100


Research survey 2025
	From the table 4.11 above, 34 respondents strongly agree with the above statement represent 50.7 percent, 24 respondents agree with 35.8 and 6 respondents disagreed with the statement represent 9.0 percents.
	The shows that 58 respondents agree with the statement number 5.
STATEMENT NUMBER 6: in working capital management processing the extent at which the organization makes profit was determined.

	RESPONDENT
	CODE
	FREQUENCY
	PERSENTAGE

	Strongly
	5
	20
	29

	Agree
	4
	37
	55.2

	Undecided 
	3
	10
	14.4

	Disagree 
	2
	-
	-

	Strongly Disagree
	1
	-
	-

	Total
	
	67
	100


Research survey 2025
	As it can be seen from the table 4.12 above, 20 respondents strongly agree with the statement number 6 representing 29.9 percent, 37 respondents agree representing 55.2 percent, which 10 respondents were undecided and this represents 14.9 percents. The total number of 57 respondents out of the 67 respondents agrees with the statement.
STATEMENT NUMBER 7: Working capital management serves as a reference point to the survival of manufacturing organization.
Table 4.13
	RESPONDENT
	CODE
	FREQUENCY
	PERSENTAGE

	Strongly
	5
	16
	23.9

	Agree
	4
	24
	40.3

	Undecided 
	3
	7
	10.4

	Disagree 
	2
	12
	7.3

	Strongly Disagree
	1
	5
	-

	Total
	
	67
	100


Research survey 2025
	From the table 4.13 above, 16 respondents strongly agree with the statement number 7 representing 23.9 percent, 24 respondents agree representing 40.3 percent, 7 respondents were undecided representing 10.4 percent 12 respondents disagreed representing 17.9 percent while 5 respondents strongly agreed representing 7.3.
	The total number of 16 strongly agreed respondents and 24 respondents representing 40 respondents in statement number 7.
STATEMENT NUMBER 8: When investing in assets, working capital management in facilitated.
Table 4.14
	RESPONDENT
	CODE
	FREQUENCY
	PERSENTAGE

	Strongly
	5
	7
	10.5

	Agree
	4
	33
	49.2

	Undecided 
	3
	8
	11.4

	Disagree 
	2
	12
	17.9

	Strongly Disagree
	1
	7
	10.6

	Total
	
	67
	100


Research survey 2025
	The above table 4.17 shows that 7 respondents strongly agree with the statement representing 10.5 percents, 33 respondents 49.3 percent 8 respondents are undecided 11.9 percent, percent 17 respondents strongly disagree with the 10.5 percent, 40 respondents agree with the statement out 67 respondents in statement numbers 8.

CHAPTER FIVE
5.0	SUMMARY, CONCLUSION AND RECOMMENDATION
5.1	SUMMARY
	The study focused on working capital management as a tool for business survival in a financial organization particularly union Bank of Nigeria plc.
	The working capital management analysis is in the study is based mainly on the components of working capital management such as management, stock/ inventory management and debtors management, each components of working capital elaborated including the necessary details related to them.
In addition, the relevant data collected also analysis and interpreted as regards the working capital management.
5.2	CONCLUSION
	The Union Bank of Nigeria plc has used various component or working capital management and techniques in the various activities and this has resulted to effective and perfect decision making in working capital management as tool for business survival.
5.3	RECOMMENDATIONS
	The working capital management is defined as current assets less current liabilities.
	An important consideration in working capital management is determining the amount of working capital and how working should be financed.
	A company should manage its capital efficiency in a way that avoids over capitalization and over trading.
	The important items in working capital include debtors, stock, cash and trade creditors. A company should be concerned with management of each of these working capital items to achieve an optimum level of their instruments in working capital.
	In managing debtors, a company should instruments in working. In managing debtors, a company should establish a credit policy in a relation to normal credits period and overall credit control and establish a policy the cost of the policy should be compare with the benefit of the policy.
	In managing stocks, a company should concern with what should be the optima order size? When to re-order? And which stock control system to use.
	The economics order quantity is the ordering quantity that with minimize costs especially ordering costs and carrying costs.
	Cash management involves cash planning (i.e. cash budgeting and cash forecasting), managing the cash flow (i.e. managing collections and disbursement) and deciding the optimum cash level.
	The management of the trade creditors is a mirror image of the management of debtors.
	However, a company should avoid delaying trade credit unnecessary so as not to 
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