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ABSTRACT
The objective of this research work contains working capital management as a tool for minimization and profit maximization with particular reference to Kamwire Industry Nigeria Limited, Ilorin. The research design used was the survey method and the sources of data were both primary and secondary. The primary sources were interviews granted to me while the secondary sources of data were obtained from related literatures viz text books, internet, journals by different authors. Primary sources were from interviews and questionnaires. The data, Hypotheses were tested using chi-square. From the researchers findings, it is seen that profitability of a firm depend on the level of its working capital management. Although working capital management is creating problems in today’s business environment due to global developments of science and applied in business but Kamwire tries her best and maintained her liquidity position. The researcher would recommend that seminars and workshops be organized for the staff and management of the company on the effect and merits of effective and efficient working capital management.
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CHAPTER ONE
1.0	INTRODUCTION
1.1 	BACKGROUND OF THE STUDY
Capital can be classified into two broad categories based on tenure viz. long term and short term capital.
The long term capital of firms is committed to investment in fixed assets. It includes shareholders’ funds and long term loans. On the other hand, short term capital is applied for investment in current assets such as cash, marketable securities and short- term credits. Current assets are usually acquired very often in varying quantities depending on the demand structure for the firm’s product. Each time a decision to acquire current assets is taken, finance becomes inevitable.
However, it does not necessarily mean that cash has to be paid each time an order for recurrent production input is placed, rather it implies that just like in the case of fixed assets, every decision on current assets has financial implications. For instance, a firm has to decide how much of the material used for production of goods and services are to be on credit or on cash and carry basis. it also has to determine what proportion of its sale has to be on credit. Also both the optimum and minimum stock levels for raw materials and Work-In-Progress (WIP) have to be determined and maintained at a given point in time.
Orjih (2001:85) refers to working capital as a firm’s investment in short –term assets cash, marketable securities, trade debtors and stock, less current liabilities used to finance the current assets. He stated that working capital management therefore means the planning and controlling of both current asset and current liabilities. It involves the administration of cash receivables, inventories, marketable securities and the current liabilities.
He also discussed the two aspects of working capitals the “gross working capital: This means that the firm’s investment in current assets. Current assets are those which can be converted in to cash within an accounting year and they
Include cash, short term securities, and debtor’s bills receivable and stock. Net working capital- this refers to the difference between current assets and current liabilities. 
Current liabilities are those of outside is which are expected to mature for payment within an accounting year.Net working capital can be positive or negative. It is positive when current assets exceed current liabilities and negative when current liabilities exceed current assets.
Davidson (1984:401) defined “working capital as “current assets less current liability”. He also defined it as “circulating capital”.
Weston and Brigham (1977:142) defined working capital management as “management decision on the amount of capital invested in various current assets and how this investment is to be financed”. It is fundamental and of great importance to a business as it enables the organization conduct its activities from free financial embarrassment.
Working capital management also aids the management to avoid the losses consequent upon incurring commitments below or above its capacity in ordinary course of business.
Retrof (1982:249) said that a firm should always maintain a sound working capital position for it to have enough to run its business activities. Both excessive as well as inadequate working capital position are dangerous from firm’s view point.
Excessive working capital means idle fund which means no profit for the firm, while inadequate working capital renders the firm unable to avail attractive credit opportunities and drastic reduction in the rate of return on total investment. The firm losses its reputation and capital base could be eroded, there by affecting the organizations credit worthiness.
Just as blood is life wire of any human being, the working capital of any company is the pivot around which its day-to-day operations revolve. it cuts across all departments and functions of an organization to the extent that all the organizational activities would ground to a halt of the working capital were not properly managed.
Therefore, the need for a sound and realistic working capital policy for a manufacturing from like Kamwire Industry Nigeria Limited becomes imperative


1.2 	STATEMENT OF THE PROBLEM
The present world economic hazard coupled with economic policies being operated in the nation has led to a situation where many business organizations have to fold up. Others barely survive by thriving on very lean financial and material resources. This is due to the mere fact that procurement of capital to finance their daily operations is increasingly becoming difficult. 
However, the efficient management and control of working capital can generate a considerable amount of internal financing.
The project topic seeks to analyze impact of profit maximization of companies’ working capital and its segment. The study uses ration analysis as a measure of efficiency of working capital management. The topic will equally determine the extent to which the profitability of the company is dependent on the level of its working capital management, using the percentage ratio measurement.
1.3 	RESEARCH QUESTIONS
1. 	How does working capital management contribute to the activities of a manufacturing organization?
2. 	Does working capital management affect the profitability of a manufacturing concern?
3. 	Does working capital management lead to cost minimization in an organization?
4. 	What are the alternative working capital management techniques?
These questions when answered will show how well working capital management contribute s in serving as a tool for cost minimization and profit maximization in Kamwire Industry Nigeria Limited.
1.4 	OBJECTIVES OF THE STUDY
The objective of any study undertaken is to contribute to the development and growth of its case study. The purpose of this study includes:
a) 	To assess how working capital management can affect the profitability of the company.
b) 	To examine the contribution made by the working capital management on the activities of a manufacturing company.
c) 	To assess whether working capital management can be used as a tool for cost minimization.
d) 	To recommend where necessary and appropriate alternative working capital management technique practical and procedure to Kamwire’s top officials.
1.5 	RESEARCH HYPOTHESIS
In other to determine the contribution, efficient working capital management had made towards the performance and growth of the company, it is important to test the following hypothesis:
H0: 	The profitability of a company does not depend on the level of company’s working management capital.
H1: 	The profitability of a company is dependent of the company’s working capital management.
H0: 	Working capital management is not a tool for management control in a business concern.
H1: 	Working capital management is a tool for management control in a business concern.
1.6	SIGNIFICANCE OF THE STUDY
This work, working capital management as a tool for cost, minimization and profit maximization will assist biz organization on their operations and enable them to formulate a working capital management that is suitable for their business environment in order to optimize the profit of their operations.
It is hoped that factors that defy the smooth operation of the company in an area of working capital will be identified. This will go a long way to aid the management in future planning of an ideal working capital management. Finally, it is hoped that recommendations of this work would be of great importance to the other manufacturing companies that may adopt them to suit their goals. 
This research work also intended to provide a base for further researches in the area of working capital management, the government will benefits as efficient and effective working capital will bring about increase in profits which is taxable, and can also be used for expansion and employment criteria.

1.7 	SCOPE OF THE STUDY 
In the process of conducting this research topic, the researcher’s examination will only be concentrated on the case study of Kamwire Industry Nigeria Limited. This research work will cover working capital management. The researcher intended as much as possible to conduct an adequate researcher but could not be achieved due to some constraints. Based on the developing nature of the nation’s economy and high demand of adequate working capital, there is every indication that there are constraints to the validity of the conclusion reached.
1.8	LIMITATIONS OF THE STUDY
There cannot be a research of this nature without encountering some difficulties in achieving its success. During the research works, the researcher encountered numerous problems among which are:-
1.	Lack of co-operation from some members of staff of Kamwire Nigeria Limited, Ilorin, many of them were not ready to give certain information especially in purchasing department they fear of exposing the company into the hand of the competitors. This lead to difficulties in securing some of the vital information relating to the research study.
2.	Lack of fund is another problem faced by the researcher, this includes high cost of travelling to Kamwire Nigeria Limited, Ilorin several times in a bid to collect information’s, the cost of printing questionnaires and that of typing out the manuscript and the introduction letters to the company.
3.	The degree of time consumed at the expense of lectures and other important assignment cannot be overestimated.
1.9	DEFINITION OF KEY TERMS
1. 	Working capital management: This refers to the administration of current assets and current liabilities.
2. 	Working capital: Excess of current asset over current liabilities. It is also defined as capital available for day- to – day operations.
3. 	Current Assets: cash and other assets that are expected to turn into cash if sold or exchanged within the normal operating cycle of the firm usually one year.
4. 	Current liabilities: A debt or obligation that must be discharged within one year.
5. 	Gross working capital: This means that firms investment in current assets.
6. 	Net working capital: This refers to the difference between current assets and current liabilities.
7. 	Liquidity: Refer to the available of cash or near resources for meeting company’s obligations.
8. 	Profitability: Accounting for profit relation to asset used in business operation.
9. 	Cash flow: cash receipt less disbursement from a given assets or group of assets for a given period.
10. 	Effectiveness: This is the extent to which a predetermined goal or objective is achieved.
11. 	Efficiency: The extent to which inputs are used in relation to a given of output.
12. 	Re-order time: The time at which new stock is due for procurement.
13. 	Economic Order quantity: This is the optimum order quantity for an item of stock, which will minimize cost.
14. 	Spontaneous financing: Sources of financing that arises from ordinary business transaction.
15. 	Accounting: net liquid assets computed by deducting current liabilities from current assets.








CHAPTER TWO
2.1	CONCEPTUAL CLARIFICATION	
2.1.1	DEFINITION OF WORKING CAPITAL
The concept of working capital includes both current assets and current liabilities. The “Gross Working Capital” is the current asset total and are also referred to sometimes circulating capital (Imran & Noursheen, 2010).
The difference between current assets and current liabilities is known as “Net Working Capital”, henceforth, the main concern of working capital management is to ensure the maintenance of a convincing level of working capital in such a way that it is neither lacking nor in excess. The working capital needs not to be only adequate to cover the current liabilities, but also to ensure a reasonable margin of safety (Imran & Nousheen, 2010).
Gross working capital consists of the funds invested in a company`s cash and marketable securities accounts, accounts receivable, inventories and other current assets. These are the composition of working capital (Moles, et al, 2011). 
Working capital management could be measured either by the cash conversion cycle, the
operating cycle, the net-trade cycle or even the weighted cash conversion cycle. However, the cash conversion cycle is the most popular measure of working capital efficiency (Karaduman, Akbas, Ozsozgun & Durer, 2010).There are two aspects of working capital; the gross concept and the net concept.
Orjih (2001) states that gross working capital means the firm’s investment in current assets while net working capital refers to the difference between current assets and current liabilities.
Davidson (2004) states that working capital is current assets less current liabilities. He also referred to it as circulating capital.
Weston and Brigham (2007) had the opinion that working capital denotes the excess of current assets over current liabilities. He went on to say that this excess is sometimes referred to as net working capital because some business men consider current assets as working capital.
Weston and Brigham also said that working capital management is management decision on the amount of capital invested in various current assets and how this investment is to be financed. He continued and said that working capital management involves all aspect of administration of current assets and current liabilities.
Investopedia explains working capital as current assets less current liabilities. This ratio indicate whether a company has enough short term assets to cover its short-term debt. Anything below 1 indicates negative working capital. While anything over 2 means that the company is not investing excess assets. Most believe that a ratio between 1.2 and 2.0 is sufficient. Also known as “Net Working capital, or the “Working capital ratio”.
Investopedia also explains working capital: if a company’s current assets do no exceed its current liabilities, then it may run into trouble paying back creditors in the short term. The worst case scenarios bankruptcy. A declining working capital ratio over a longer time period could also be a red flag that warrants further analysis. For example, it could be that the company is sales volumes are decreasing and, as a result, its accounts receivables number continues to get smaller and smaller. 
Working capital also gives investors an idea of the company’s underlying operational efficiency. Money that is tied up in Inventory or money that customers still Owen to the company cannot be used to pay off any of the company’s obligations. So, if a company is not operating in the most efficient manner, it will show up as an increase in the working capital from one period to another; collection may signal an underlying problems in the company’s operation.
Pandey (2004) emphasized that the two concept of working capital gross and net are not exclusive rather they have equal significance from management point of view. The gross working capital concept focuses attention on two concept of current assets management: optimum investment in current assets and financing current assets.
The net working capital is a quantitative concept. It indicates the liquid position of the firm and suggests the extent to which working capital needs may be financed by.
The working capital represents the money required for the purchase of raw materials, payment of salaries, wages and other expenses. It is also for financing the interval between the date of supply of goods and the date of receipt of payment. It has been emphasized that the firm should maintain a sound working capital position and there should be optimum investment in working capital. 
SBA Gov states that working capital is defined as the difference between current assets and current liabilities. Current assets are the most liquid of your assets. Meaning they are cash or can be quickly converted to cash. Current liabilities are any obligations due within one year. Working capital measures what is left over once you subtract your current liabilities from your current asset, and can be a positive or negative amount. 
The working capital is available to pay your company’s current debts, and represents the cushion or margin of protection you can give your short-term creditors.
Weston and Brigham said working capital management refers to the administration of all aspect of current assets, namely: cash, marketable securities, debtors, inventories and current liabilities.
This is an important aspect of financial manager’s function since it requires much of his time and more so, as working capital represents a large portion of the firm’s investment in assets.
2.1.2	INVESTMENT IN CURRENT ASSETS
CURRENT ASSETS: This comprises debtor’s cash stock, work in progress, bank balances prepared etc. and current liabilities also comprises of creditors accrued expenses etc. The networking capital which is the different between current assets and current liabilities is a qualitative concept. It indicated:
(i) The liquidity position of the firm and 
(ii) Suggest the extent of which working capital needs may be financed by her permanent sources of fund.
Current liabilities to constitute a margin or buffer for mature ring obligation within the operating cycle of the business in other to protect their interest short term creditors always like a company to maintain current assets at higher level then current liabilities. It is a conventional rule to maintain a level of current assets twice of level of current liabilities.
However the quality of current assets should be considered in determined the level of current assets via-vis current liabilities.
A week liquidity position poses a threat to the solvency of the company and wakes it unsafe and unsound.
A negative working capital means a negative liquidity and may prove to be harmful for a company, excessive liquidity also bad. It may be due to mismanagement of current assets.
Therefore, prompt action should be taken by management to improve and current the unbalance in the liquidity function of the firm.
In summary, it may be emphasized that gross and net concepts of working capital are two important faces of the working capital management. There is no precise way to determine the exact amount of gross or net working capital for every firm.
The data and problems of each company should be analyzed to determine the amount of working capital. There is no specific rule in which current assets should be financed. It is not feasible in practice to finance current assets by short term sources only. Keeping in view of the constraints of the individual company a judicious mix of long term finances should be invested in current assets.
2.1.3	PERMANENT AND VARIABLE WORKING CAPITAL
The need for current asset arises because of the operating circles. The circle is a continuous process and therefore the need for current asset is felt constantly.
But the magnitude of current assets needed is not always the same. It increases and decreases over time. However, there is always a minimum level of current which is consciously required by the firm to carry out business operation.
This minimum level of current assets is referred to as permanent the sale way as the firm fixed assets are depending upon the changes in production and sales the need for working capital over and above the permanent working capital will fluctuate. For example extra inventory of finished goods will have to be maintained to support the peak sales and investment receivable may also increase during such period. On the other hand investments are raw materials work in progress and finished goods will fall if the market slack the extra working capital needed to support the changing production and sales activity is call the fluctuating or variable working capital.
Both kinds of working capital; permanent and temporary are necessary to facilitate production sales through the operating circle, but temporary working capital is created by the firm melt liquidity requirement that will last only temporary.
2.2	THEORETICAL FRAMEWORK
2.2.1 	AGENCY THEORY
An agency relationship could be defined as one, where one or more persons (being referred to as the principal(s)) engages another (the agent) to perform some tasks or service on their behalf which has to do with delegating some authority in terms of decision making (Jensen & Mecking, 2006). In a sum, it is easy to say that an agency relationship has arisen between the parties, when the first party designated as the Agent is contracted to Acts for, or at least on behalf of, or as a representative for the other, designated the principal, in a domain of decision problem (Ross, 2003).
Agency theory has been one of the most important theoretical paradigms in finance and accounting during the past years. The primary features that made agency theory attractive to researchers in the field of finance, economics and accounting is that it explicitly allows us to incorporate conflict of interest, incentive problems and even the mechanisms for controlling problems associated with incentives into our models. The information value is a derivative of better decisions as well as higher profits which result from its use (Jensen & Meckling, 2006). 
Agency theory has been employed by several scholars in economics (For example, Spence & Zeckhauser, 2001), Accounting (Demski & Feltham, 2008). Although the theory enjoys wider applicability it is still surrounded by controversy. This controversy aroused as a result of the fact that interest of principals and that of agents diverge. Hence, the focal point of agency is that it should be a theory that looks at how to ensure agents (executives and managers) acts in the best interests of the principals (shareholders and owners) of an organization.
While the term stakeholders refers to groups of constituents who have a legitimate claim on the firm (Freeman, 2004). This legitimacy is established through the existence of an exchange relationship. Stakeholders include creditors, shareholders, managers, suppliers, employees, customers and the general public. According to
March and Simon (2008), all the groups identified above supplies firms with critical resources (Contribution and in exchange expects its interest to be satisfied by inducements).
The link:
The relevance of agency theory to working capital management could be viewed from the perspective of financial manager, who in most cases is an agent of the owners (principals) of a firm, and who takes all the important decisions regarding all the short-term assets and liabilities of a business. He takes charge of decisions regarding receivables, payables, inventories /stock and liabilities of a firm. 
However, by extending this to stakeholder relevance, as highlighted earlier, the symbiotic association of firm and various stakeholders, the creditors for instance, provides source of finance to the firm and in exchange expects repayment of their loans on schedule. The stockholders supply the firm`s capital and in return expects a maximized risk-adjusted return from their investment. Employees and manager help firms with required skills, time, as well as human capital requirements in exchange they anticipate good working condition, fair income and remunerations. 
Customers provide the source of revenue to the firms and in exchange expect to have value for money and satisfactory services. Suppliers are input providers to the firm, and hence expect fair prices and dependable buyers. Stakeholders normally differ with respect to their stake size in firms. The level of individual`s stake depends on the extent of his exchange of relationship and commitments with the firm which is based on specific asset investments (Williamson, 2004).
2.2.2 	THE OPERATION AND CASH CONVERSION CYCLE (CCC) THEORY
The CCC theory approach was developed by Richards and Laughlin (2000). In their work, the duo saw the need to have a critical look at working capital management and its individual components. They felt, that, although a
substantial portion of financial manager`s time is spent on decision relating short-term assets and liabilities, little attention has been given by most of the literature and researchers in this direction. Accordingly, they describe the receivables, inventories and payables as the constituents of the cash conversion cycle model.
The Link:
The theory of the cash conversion cycle centers on explaining a cycle that begins from the payment for the purchase of raw materials, through to its transformation and the emergence of new product, to the collection of receivables from the buyers and possible debtors of the interaction as a result of the stock sale. 
Undoubtedly, financial managers and all related financial analysts appreciate at least at an intuitive level that all working capital investments do not have the same life expectancy, and their transformation rate to usable flows of liquidity is always not at the same speed (Richard & Laughlin, 2000).
Therefore, in the overall, one can conveniently say that the cash conversion cycle theory is the most central one in explaining working capital management as it is concerned with all the concepts and components, ranging from raw materials to finished products, and outputs representing inventory levels, to receivables and payment representing the cash aspect.
2.2.3 	THE OPERATING CYCLE THEORY
The operating cycle theory is one of the very important theories in working capital management. Operating cycle is one of the measures of efficiency of working capital management. It takes into cognizance the receivables and inventories related to working capital. The cycle traditionally commences from the receipt of raw materials to the collection of receivables from debtors of the stock sales produced from those raw materials.
The Link:
The traditional approach of relying on current or acid-test ratios as solvency indicators is quite defective compared to the operating cycle approach of relying on current or compared to the operating cycle approach where accounts receivables and inventory turnover measures are incorporated as useful in liquidity management. This is quite clear because Average Collection Period (ACP) as a proxy for firms average receivables investment is converted to cash. One critical aspect to note is that changes in collection and credit policy have a direct effect on the balance of accounts receivable outstanding, in relation to annual firm`s sales (Richard & Laughlin, 2000).
According to operating cycle theory when firms grants more liberal credit terms to its customers there is a higher tendency of having a bigger, but ultimately less liquid investment in cycle (that is, the inventory turnover) shows the number of times with which business firms converts the totality of their raw materials stock, their work-in-progress and ultimately the finished goods into product sales. 
2.3	EMPIRICAL STUDY
The predicted behavior of firms under financial constraints is different in the working capital model than in the standard model. The effects of financial constraints on output levels, efficiency and firm growth are much more severe in the working capital model. I test the predictions unique to the working capital model using firms level panel data from Bangladesh. 
First, the need to finance working capital implies that firms are more likely to become financially constrained when demand shocks increase. 
Second, under binding constraints, investment responds counter cyclically to demand shocks. 
Third, the timing of when constraints bind imply that output response to positive demand shocks will differ from negative demand shocks for firms near the margin of being constrained. If these predictions are consistent with what we see in the data, this lends support for the working capital model of financial constraints and offers suggestive evidence for the simulated results of the model.
2.3.1 	The Bangladesh Panel Survey
Firms in Bangladesh have very little access to external finance. The country’s investment climate is considered one of the worst amongst all the developing countries. Foreign inflows are minimal due to investor’s concerns about political instability and high levels of corruption. Domestic private investment is also low, partly due to the dominance of state owned enterprises but largely due to the underdeveloped banking sector in Bangladesh.
There are very few private banks. The private banks offer more competitive interest rates than the four state owned banks that dominate the financial sector but they suffer from capital inadequacy and insider trading. Foreign bank activities are usually restricted to offshore and foreign trade business. Stock markets are still in a stage of infancy - the Dhaka Stock Exchange and the Chittagong Stock Exchange opened only in 1995. The market capitalization of the stock exchanges relative to GDP in 2004 was only 4.2%. It is clear that financial constraints are particularly salient for Bangladeshi firms. 
The Bangladesh Panel Survey, part of the group of Enterprise Surveys, is conducted by the World Bank and is unique in that it is a panel data set taken semi-annually over the years 2003 to 2005.35 There are 259 privately owned firms in the panel representing six different manufacturing sectors. Surprisingly few firms drop out of the survey. There are 241 firms Bangladesh has consistently been classified as an under performer in attracting foreign direct investment by the UN Conference of Trade and Development. The Inward FDI Performance Index 2002-04 ranks Bangladesh 122 out of 140 countries. (Country Report, EIU 2005) 
2.3.2 	When Do Constraints Bind?
The working capital model predicts that constraints are more likely to bind when price shocks increase than when shocks decrease, as shown by the middle panel. 
This prediction is driven by the need for more working capital during high demand and by the assumption that credit available to the firm is invariant to price shocks. If credit availability changes with price, as is assumed in models where borrowing is dependent on net worth, constraints will be less likely to bind when output price increases and more likely to bind when price decreases. 
Empirically testing when constraints bind is important not only to test a key implication of the working capital model but also to test the borrowing assumption, a point about which there is no consensus in the literature. 
Furthermore, understanding when constraints bind would help policy makers identify when alleviating financial constraints is most crucial.
According to the model, the state of being constrained should depend on wealth, the state variables capital and cash, the price shock and other parameters. 
Controls for firm characteristics are: sectors, log age, change in log wage and change in interest rates averaged over sector and time. Change from firm specific mean of log output price is used as the change in shock. The expected sign for the coefficient for the response to price changes is positive.
Across all specifications, the estimates for are positive and significant at the 5% level. As predicted by the working capital model, and contrary to conventional wisdom, positive price shocks are associated with movements into a constrained state. In other words, constraints bind precisely when good opportunities arise.
2.3.3 	Investment Response to Shocks
The model’s prediction is that when financial constraints are binding, investment reacts counter cyclically to demand shocks. Motivated by the solution to the firm’s dynamic problem that states that the firm’s choice of inputs depends only on the state variables, the stochastic factor, and the exogenous parameters.
The lagged log value of capital and revenue, R, are used for the state variables, capital stock and cash in hand respectively. I also control for industrial sector, lagged firm size. The 2003-2005 panel is linked to the 2002 Investment Climate Assessment (ICA) survey. The ICA surveyed 1000 firms and has a more comprehensive and detailed survey questionnaire. The panel survey follows up firms interviewed in the 2002 ICA and firms are matched according to identification numbers.
Comparing establishment years reported 2002 ICA and 2003 wave of the panel suggests that there may be matching errors. Approximately 40% of the firms have discrepancies in the establishment year. There are 52 firms with a discrepancy of over 5 years. These firms were left out of the sample in empirical analysis.
Net investment is the additional spending minus sales of additional machinery, equipment, vehicles, land and buildings.
The empirical test is to see if the investment of constrained firms responds negatively to a price shock while the investment of unconstrained firms responds positively. 
A 10 percent increase in the output price leads to between 15 to 30 percent increase in capital semi-annually or 20 to 35 percent annually. This is significant at the 5 percent level across all specifications using different indicators for financial constraints. 
Of the 6 different indicators of financially constrained, only two indicators consistently show significant difference in response to output shocks between constrained and unconstrained firms both in semi-annual changes and annual changes: the Internal Finance ‘Consistently constrained for all periods’ and Age, the indicator for when the age of the firm is less than 5 years old. 
These are shown in estimates (2), (6), (8) and (12). The model’s predictions for counter cyclicality are during the firm’s ‘Always Financially Constrained’ phase. As such, it makes sense that this phase maybe better captured when a) the firm is consistently only financing through internal funds and b) the firm is very young. 
Interestingly, this also suggests that Access to Finance, as a qualitative assessment by the manager and the size of the firm are not very good indicators for firms that are extremely financially constrained. Of the estimates (2), (6), (8) and (12), in all estimates except for estimate (8), investment is significantly countercyclical when the firm is constrained. Estimate (2) and (6) suggest that a 10 percent increase in the output price leads to a decrease in semi-annual investment of around 0.3 and 0.4 percent respectively. 
Estimate (8) shows that on an annual level, firms that are internally financed would only increase investment by 5 percent, compared to unconstrained firms that respond by an increase of 35 percent. 
However, the strongest result is in estimate (12) where the estimated coefficient suggests that a 10 percent increase in the output price leads to a decrease in annual investment of around 11 percent. The difference in the result between estimate (8) and (12) may be due to the internal finance indicator capturing firms that may be less financially constrained than those captured by age. 


CHAPTER THREE
3.0	AREA OF STUDY
3.1 	RESEARCH DESIGN
This research adopts correlational and ex-post facto designs. This ex-post facto research aims to study the impact of working capital management empirically on the profitability of borrower Kamwire Industry Limited, while the correlational design is to explore the degree of association between all the variables under consideration. The choice of corelational 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 impact of one the variable (independent variable) on another dependent variable), so as to establish a casual relationship or otherwise among the variables. This is therefore consistent with the objective of the study.
3.2 	SOURCES OF DATA
The sources of data were both primary and secondary. The primary sources of data were interview granted to me by the management staff, accountants and Auditors of the company.
Questionnaires, which consist of both structured and unstructured questions, were equally used. While the secondary sources of data include Annual financial report of the company supplied by the company’s Accounts. Information was also obtained from text books on financial management, corporate finance, cost accounting and business account. Finally, financial periodicals such as current information on working capital management
3.3 	POPULATION OF STUDY
A population refers to the aggregate of individuals or units from which a sample is drawn, and to which the results of any analysis are to apply. In other words, the aggregate of persons or objects under investigation.
The population of this study comprised all the workers of departments. The entire population was two hundred and twenty (220) workers.
3.4 	SAMPLING SIZE AND TECHNIQUE
The sample size for the study was Kamwire Industry Nigeria Limited, Kwara State. Some workers of the Accounts units, Auditors and management of the company were equally used. The selection for the sample was by random sampling technique to obtain information gathered, the researcher drew his conclusion. The sample size is (50) fifty.
3.5 	RESEARCH INSTRUMENTS
The primary source of data for this study was questionnaires. It was adopted because it assisted me more than any other technique to gather the much needed data from workers and the people in authority of Kamwire Industry Nigeria Limited. The questionnaire gave the respondent the free will to express their view, guarantee anonymity and was most suitable for the study. This was to enable respondents, to be more elaborate, in their answers. It was also designed to elicit some recommendations. It was hoped that this could help to strengthen the outcome of the research.
The questionnaire contained information on personal data such as age, sex, marital status, level of education, department of the workers. The respondents were allowed to take the questionnaire home since they were too busy during the working hours to fill in the questionnaires.
3.6 	METHOD OF DATA ANALYSIS
The information collected were thus analyzed using the simple percentage and chi-square (x2) method to help the researcher in analyzing the responses. The analysis was done by group questions under hypothesis to which they were attached.






CHAPTER FOUR
4.0	DATA ANALYSIS AND DISCUSSION 
4.1	PREVIEW
The analysis and interpretation of the tests conducted on the data collected for the study are presented in this chapter. The chapter begins with the presentation and analysis of the descriptive statistics of the data for the study. This is followed the analysis and discussion of result of the inferential statistics, from which relevant inference are drawn and the test of hypothesis formulated for the study is conducted. The chapter ends with the discussions of the major findings from the analysis as well as policy implications of the findings.
4.2 	DEMOGRAPHIC CHARACTERISTICS OF RESPONDENT   
SECTION A
Question 1: Sex of the respondents
	Respondents
	Frequency
	Percentage %

	Male
	36
	72

	Female
	14
	28

	Total
	50
	100


Source: Field work 2023
The table above showed that the male are 72% and female are 28%. That is the male respondents was more than the female’s respondents

Question 2: The age bracket of the employees
	Respondents
	Frequency
	Percentage %

	18 -27
	7
	6

	28-37
	7
	14

	38-57
	25
	50

	48-57
	10
	20

	58 & above
	5
	10

	Total
	50
	100


Source: Field work 2023
The table above showed that the majority response were from the people within the age bracket of 38-47. They were a total of 25 people that is 50% in total.
Question 3: The marital status of the employees
	Respondents
	Frequency
	Percentage %

	Married
	30
	60

	Single
	10
	20

	Divorced
	6
	12

	Widowed
	4
	8

	Total
	50
	100


Source: Field work 2023
The table above showed that majority of the employees are married and the 60% and 20% are single, 12% divorced & 8% widowed so there are more of married employees.
Question 4: The level of educational qualification
	Respondents
	Frequency
	Percentage %

	MBA/MSC
	3
	6

	B.Sc/HND
	19
	38

	OND/NCE
	28
	56

	Total
	50
	100


Source: Field work 2023
The response above shows that the employees are more of OND/NCE than BSC/HND & MBA/MSC because the response of OND/NCE was 28 that is 56% of the employee.
Question 5: Position of the employee
	Options
	Frequency
	Percentage %

	To level manager
	15
	30

	Middle level manager
	10
	20

	Lower level manager
	25
	50

	Total
	50
	100


Source: Field work 2023
The response from the table above shows that the lower level manager responded more to my questions, because they are 25 that is 50%
SECTION B
Question 6: Does the profitability of a firm depend on the level of its working capital management?
	Options
	Frequency
	Percentage %

	SA
	22
	44

	A
	15
	30

	SD
	6
	12

	D
	5
	10

	UN
	2
	4

	Total
	50
	100


Source: Field work 2023
From the above analysis 44% strongly agree that the profitability of a firm depends on the level of its working capital management while 15 respondent represent 30% agreed also while 12% strongly disagrees while 10% disagree and 4% were natural n regards to the question asked.





Question 7: Do you believe that for the company to achieve profit the financial manager need to check operations relating to current assets and current liability of the firm?
	Options
	Frequency
	Percentage %

	SA
	15
	30

	A
	73
	46

	SD
	8
	16

	D
	4
	8

	UN
	-
	-

	Total
	50
	100


Source: Field work 2023
From the table above 15 respondent representing 30% strongly agreed while 23 respondent representing 46% agreed that the financial manager need to check operations relating to current assets and current liability of the firm while 8 respondents represent 16% strongly disagree while 4 respondent represent 8% disagrees to the question asked.




Question 8: Segregation of duties reduces pilferages and left thus increase the profit of the organization?
	Options
	Frequency
	Percentage %

	SA
	29
	58

	A
	21
	42

	SD
	-
	-

	D
	-
	-

	UN
	-
	-

	Total
	50
	100


Source: Field work 2023
From the above analysis 29 respondent represent 58% strongly agreed that segregation of duties reduces pilferage and theft thus increased the profit of the organization while 21 respondent represent 42% Agreed to the question asked.
Question 9: Do you agree that working capital management contributes to the activities of your manufacturing company?
	Options
	Frequency
	Percentage %

	SA
	14
	28

	A
	20
	40

	SD
	9
	18

	D
	4
	8

	UN
	3
	6

	Total
	50
	100


Source: Field work 2023
From the above analysis 14 respondent represent 28% strongly agreed while 20 respondent represent 40% agreed that working capital management contributes to the activities of your manufacturing company while 9 respondent represent 18% strongly disagreed while 4 respondent represent 8% disagree while 3 respondent represent 6% were neutral in regards to the question asked.
Question 10: Is working capital management a tool for management control?
	Options
	Frequency
	Percentage %

	SA
	9
	18

	A
	5
	10

	SD
	27
	54

	D
	6
	12

	UN
	3
	6

	Total
	50
	100


Source: Field work 2023
From the above analysis 9 respondent represent 18% strongly agreed while 5 respondent represent 10% agreed while 27 respondent represent 10% 54% strongly disagreed that working capital management a tool for management control while 3 respondent representing 6% were neutral in regards to the question asked.

Question 11: Physical security of stock is essential to cost reduction plan of an organization?
	Options
	Frequency
	Percentage %

	SA
	-
	-

	A
	-
	-

	SD
	35
	70

	D
	13
	26

	UN
	2
	4

	Total
	50
	100


Source: Field work 2023
From the above table 35 respondent represents 70% strongly disagreed that physical security of stock is essential to cost reduction plan of an organization while 13 respondent represents 26% disagree while 2 respondent represent 4% are neutral in regards to the questions asked






Question 12 Preferage of cash has no impact on the organization on working capital position?
	Options
	Frequency
	Percentage %

	SA
	10
	20

	A
	21
	42

	SD
	12
	24

	D
	-
	-

	UN
	7
	14

	Total
	50
	100


Source: Field work 2023
From the above 10 respondent represents 20% strongly Agreed while 21 respondent represents 42% agreed that preferage of cash has no impact on the organization on working capital position while 12 respondent represents 24% strongly disagreed while 7 respondent represents 14% were neutral in regards to the question asked.





Question 13: Do you agree that the level of working capital in your organization is maintained order to maximize profit?
	Options
	Frequency
	Percentage %

	SA
	24
	48

	A
	12
	24

	SD
	8
	16

	D
	4
	8

	UN
	2
	4

	Total
	50
	100


Source: Field work 2023
From the above analysis 24 respondent represent 48% strongly agreed that the level of working capital in your organization is maintained in order to maximize profit while 12 respondent represent 24% agreed while 8 respondent represent 16% strongly disagreed while 4 respondent represent 8% disagreed while 2 respondent represent 4% were neutral in regards to the question asked.





Question 14: A good understanding of the operating cycle of the organization is essential for effective working capital management?
	Options
	Frequency
	Percentage %

	SA
	7
	14

	A
	5
	10

	SD
	3
	6

	D
	4
	8

	UN
	31
	62

	Total
	50
	100


Source: Field work 2023
From the above analysis of respondent represents 14% strongly agreed while 5 respondent represents 10% Agreed while 3 respondent represent 6% were neutral in regards to the question asked of a good understanding of the operating cycle of the organization is essential for effective working capital management.






Question 15: does efficient & effective working capital management by managements play a vital role in cost reduction?
	Options
	Frequency
	Percentage %

	SA
	28
	56

	A
	6
	12

	SD
	11
	22

	D
	4
	8

	UN
	1
	2

	Total
	50
	100


Source: Field work 2023
From the above table above 28 respondent represents 56% strongly agreed that efficient & effective working capital management by mangers play a vital role in cost reduction while 6 respondent represent 12% disagreed while 11 respondent represent 22% strongly disagreed while 4 respondent represent 8% disagreed while 1 respondent represent 2% were neutral in regards to the question asked.




Question 16: Effective inventory management reduces cost associated with excess inventory and that with stock out there by reducing cost for the organization?
	Options
	Frequency
	Percentage %

	SA
	16
	52

	A
	14
	28

	SD
	10
	20

	D
	6
	12

	UN
	4
	8

	Total
	50
	100


Source: Field work 2023
From the above analysis 16 respondent represents 52% strongly agreed that effective inventory management reduces cost associated with excess inventory and that with stock out thereby reducing cost for the organization while 14 respondent represent 28% agreed while 10 respondent represents 12% disagreed while 4 respondent represents 8% were neutral in regards to the question asked



Question 17: Does effective capital management have any effect on production efficiency?
	Options
	Frequency
	Percentage %

	SA
	21
	42

	A
	15
	30

	SD
	10
	20

	D
	3
	6

	UN
	1
	2

	Total
	50
	100


Source: Field work 2023
From the table above 21 respondent represents 42% strongly agreed that effective capital management have effect on production on efficiency while 15 respondent represent 30% agreed while 10 respondent represent 10% strongly disagreed while 3 respondent represent 6% disagreed while 1 respondent represent 2% were neutral in regards to the question asked.
4.3 	STATISTICAL RESULT
	The statistical report used in analyzing and presenting data gathered for this project were the means by which the research problems were addressed, presented, and interpreted and how the hypothesis formulated by the researcher were tested.
	In presenting and analyzing the data gathered by the researcher tabulation and percentage methods were employed.
The tabular presentation makes for easy comparison of ideas, data and information being analysed and presented.
4.4	TEST OF HYPOTHESES
Since there is more than one population proportion, a statistical distribution known as chi-square (x2) will be employed for testing Hypotheses.
Null hypotheses (Ho) The profitability of a company does not depend on the level of its working capital management.
Alternative hypotheses (H1) The profitability of a company is dependent on t he level of its working capital management.
Where: Fo = observed frequency
Fe = expected frequency
= Summation
X2 = chi-square value
S = level of significance = 1%
Df = Degree of freedom = n-1
Expected frequency is also given as 	
ct
fe =   GT
Where:
Ct = column total
Rt = Row total
Gt = Grand total
To test hypotheses one, the researcher shall use the data collected from the response to question number 6 in the questionnaire.
Question 6: does the profitability of a firm depend on the level of its working capital management?
Table 18
Interpretation of Response to Question (6)
	Responses
	Fo
	Fe
	Fo-Fe
	(Fo-Fe)2
  
	fo fe2
 fe

	SA
	22
	10
	12
	144
	14.4

	A
	15
	10
	5
	25
	2.5

	SD
	6
	10
	-4
	16
	1.6

	D
	5
	10
	-5
	25
	2.5

	UN
	2
	10
	-8
	64
	6.4

	Total
	50
	50
	0
	274
	27.4


Source: Field work 2023
Where Fe =	ct       5
GT = 50 = 10
The level of significance is 5% or 0.05; the degree of freedom is 1 and was arrived thus
(c – 1) (R – 1)
(5 -1) (2 – 1)
(4) (1)
At 0.05 significance
X2 cal = 27.4
X2 tab = 9.49
Decision rule earlier states
If x2 cal is greater than x2 tab reject null hypothesis (Ho) accept alternative hypotheses (H1)
If x2 calculated is less than x2 tabulated accept null hypothesis (Ho) reject alternative hypothesis (H1)
From the calculations above its obvious that x2 cal is greater than x2 tab.
Therefore, from the decision rule we are to reject the null hypothesis (Ho) and accept the alternative hypothesis (H1) meaning that the profitability of a firm depends on the level of its working capital management.
Hypotheses Two
Ho: 	Working capital management is not a tool for management hypotheses, the researcher shall use the data collected from the response to question number 10 in the questionnaire.
Question 10: Is working capital management a tool for management control?
Table 19
Interpretation of Response to Question (10)
	Responses

	Fo

	Fe

	Fo-Fe

	(Fo-Fe)2

	(fe fo)2
     fe

	SA
	9
	-5
	10
	-1
	10.1

	A 5
	10
	10
	2
	5
	2.5

	SD
	27
	10
	-17
	289
	28.9

	D
	6
	10
	14
	16
	1.6

	UN
	3
	38
	-7
	49
	4.9

	Total
	50
	
	10
	5
	50


Degree of freedom (DF)
(r – 1) (-1)
R = row c= column
(5-1) (2-1)
(4) (1)
Df = U
At 0.05 significance
X2 cal = 38
X2 tab = 9.49
Since the decision rule is
X2 cal is > reject null hypothesis (Ho)
X2 cal is < accept null hypothesis (H1)
X2 Cal is 38 and it is greater than X2 tab 9.49
Therefore, the calculated value is 38 is greater than tabulated value 9.49, alternative hypothesis is accepted.
This implies that working capital management is a tool for management control in a business concern.
4.5	SUMMARY OF FINDINGS
This project topic has established the existence and importance of working capital management which involves planning and control of resources and application of working capital. The following findings were made or identified on the questions asked on the case study.
1. 	The response gathered from the workers shows that reduction of pilferages & theft would increase profit in an organization
2. 	That companies in the country in general particular Kamwire Industry Nigeria Limited appreciate efficient & effective working capital because it plays a vital role in cost reduction.
3. 	There is a disagreement that physical security of stock is essential to cost reduction plan of an organization.
4. 	The profitability of a firm depend on the level of its working capital management
5. 	The workers agreed that for a company to achieve profit the financial manager need to check operations relating to current assets and current liability of the firm.
6. 	It shows that the workers agreed that preferage of cash has no impact on the organization on working capital position
7. 	It is agreed by the workers that working capital management contributes to the activities of a manufacturing company
8. 	The workers strongly disagreed that working capital management is a tool for management control.
9. 	The workers strongly agreed that working capital in an organization is maintained in order to maximize profit.
10. 	The workers were neutral to the question asked, that is if the understanding of the operation cycle of the organization is essential for effective working capital management
11. 	The workers strongly agreed that effective inventory management reduces cost associated with excess inventory and it reduces cost.
12. 	The worker strongly agreed that effective capital management have effect on production efficiency.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 	SUMMARY OF FINDINGS
This study investigates the impact of working capital management as a tool for cost minimization and profit maximization. The study found that the profitability of a firm depend on the level of its working capital management. It can also be deduced from the study based on the hypothesis tested that the effective management of a company’s working capital can go a long way to determine profitability of such company.
Working capital management is a tool for management control in a business concerns.
5.2 	CONCLUSION
Base on the key findings of this research, the study conclude that a significant relationship exists between the management of working capital components (account receivables, account payables, inventory, cash conversion cycle,  operating cash flow to sales and cash ratio) and the profitability of Kamwire Industry Nigeria Limited Specifically, the study concludes that, account receivables management has a statistical significant negative impact on the profitability of Kamwire Industry Nigeria Limited. The study also concludes that account payable management has significant positive effects on the profitability of Kamwire Industry Nigeria Limited.
Moreover, the study concludes that the sales days in inventory has a significant negative impact on profitability of Kamwire Industry Nigeria Limited.
The study on the other hand, concludes that cash conversion cycles has a significant positive impact on the profitability of Kamwire Industry Nigeria Limited, also the study concludes that operating cash flow to sales ratio has a significant negative impact on the profitability of Kamwire Industry Nigeria Limited, while the cash ratio has a negative impact on the profitability of Kamwire Industry Nigeria Limited.
5.3 	RECOMMENDATIONS
In line with the finding and conclusions from this study, the study makes the following recommendations:
i. The manager of Kamwire Industry Nigeria Limited should give due importance to working capital management and emphasis an optional working capital levels in their respective industry. This is because of the positive impact and accounts payables on the profitability.
ii. The manager of Kamwire Industry Nigeria Limited should decrease their day’s inventory and day’s account receivable cycle by instituting adequate control and flexible credit policy
iii. The managements of Kamwire Industry Nigeria Limited should employ expects in accounting and financial to help establish and monitor their required liquidity position through efficient working capital
iv. They should make raw materials available so that cost would be minimized
v. The firm should make sure that the physical security of stock is available so as to reduce cost in the organization
vi. The firm should appreciate the importance of effective and efficient working capital management. 
Finally, it is the sincere idea of the researcher that if the recommendations above are adhered to there must be continued efficiency and control of working capital management.
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QUESTIONNAIRE
Instruction: Please kindly tick (√) against only answer you consider appropriate
SECTION A
1. 	What is your gender?	Male ( )	Female ( )
2. 	What is your age bracket? Between 18-27 ( ) Between 28-37 ( ) Between 38-47 ( ) Between 48-57 ( ) 58 and above ( )
3. 	What is your marital status? Married (  ) Single (  ) Divorced ( ) Widowed ( )
4. 	Educational Qualification MBA/MSC ( ) BSC/HND ( ) OND/NCE ( ) 
5. 	Status	Top level manager ( ) Middle level manager ( ) Lower level manager ( )
SECTION B
SA – Strongly Agreed	A – Agreed	SD – Strongly Disagreed	D – Disagreed	UN – Neutral
6. 	Does the profitability of a firm depend on the level of its working capital management? a. SA ( ) b.  A ( ) c.  SD ( ) d. D ( ) e. UN ( )
7. 	Do you believe that for the company to achieve profit the financial manager needs to check operations relating to current assets and current liability of the firm? a. SA ( ) b.  A ( ) c.  SD ( ) d. D ( ) e. UN ( )
8. 	Segregation of duties reduces pile forages and theft thus increase the profit of the organization a. SA ( ) b.  A ( ) c.  SD ( ) d. D ( ) e. UN ( )
9. 	Do you agree that working capital management contributes to the activities of your manufacturing company? a. SA ( ) b.  A ( ) c.  SD ( ) d. D ( ) e. UN ( )
10. 	Is working capital management a tool for management control? a. SA ( ) b.  A ( ) c.  SD ( ) d. D ( ) e. UN ( )
11. 	Physical security of stock is essential to cost reduction plan of an organization a. SA ( ) b.  A ( ) c.  SD ( ) d. D ( ) e. UN ( )
12. 	Pilferage of cash no impact on the organization working position 
a. SA ( ) b.  A ( ) c.  SD ( ) d. D ( ) e. UN ( )
13. 	Do you agree that the level of working capital in your organization is maintained in order to maximize profit? a. SA ( ) b.  A ( ) c.  SD ( ) d. D ( ) e. UN ( )
14. 	A good understanding of the operating cycle of the organization is essential for effective working capital. a. SA ( ) b.  A ( ) c.  SD ( ) 
d. D ( ) e. UN ( )
15. 	Does efficient & effective working capital management by managers plays a vital role in cost reduction? a. SA ( ) b.  A ( ) c.  SD ( ) d. D ( ) e. UN ( )
16. 	Effective inventory management reduces cost associated with excess inventory and that with stood out thereby reducing cost for the organization. a. SA ( ) b.  A ( ) c.  SD ( ) d. D ( ) e. UN ( )
17. 	Does effective capital management have any effective on production efficiency? a. SA ( ) b.  A ( ) c.  SD ( ) d. D ( ) e. UN ( )
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