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Abstract 

A poor and inefficient working capital management leads to 

tying up funds in idle assets and reduces the liquidity and 

profitability of a company. The consumer goods companies 

in Nigeria are expected to maintain adequate working 

capital management in order to be more efficient and stable 

in the face of economic challenges. This study examined the 

effect of working capital management on the performance 

of consumer goods companies listed on the Nigerian stock 

exchange. The study adopted descriptive research design 

method. The theoretical population of the study was 30 

companies in the consumer goods sector out of which 15 

were having valid listed dates. The sample frame of this 

study was therefore, the 15 listed consumer goods 

companies with valid listed dates. The sample was 

purposive and a sample size of six (6) companies were 

selected based on personal judgmental qualitative factors. 

The annual published accounts of six companies were 

selected covering a period of 5 years from 2013 to 2017. 

Using a cross sectional panel data analysis, the study 

employed GLS regression and ANOVA. The findings 

revealed that there was a significant relationship between 

efficient working capital management and profitability of 

consumer goods companies listed on the Nigerian Stock 

Exchange while working capital significantly affected their 
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financial performance. It was concluded that the effect of 

working capital management on profitability and financial 

performance of consumer companies either positively or 

negatively would depend on how effective and efficient the 

working capital has been managed. 

 

 

Introduction 

The efficient management of working capital in an organisation is to ensure that short-

term obligation is met at any point in time for survival since the working capital 

decision formed one of the three major decisions of an organisation which include 

capital budgeting, capital structure and working capital (Sadiq, 2017). Working capital 

management is a managerial accounting strategy focusing on maintaining efficient 

levels of both components of working capital i.e. currents assets and current liabilities. 

According to the study of Adediran, Josiah, Bosun-fakunle and Imueze (2012), an 

efficient working capital management is necessary in achieving both liquidity and 

profitability of an enterprise.  

A growing manufacturing sector reduces poverty through wealth creation and 

employment generation. Despite these potential, the performance of Nigeria’s 

manufacturing sector has been declining over the years. This downward trend has been 

noticeable since the early period of the 1980s, (Manufacturers’ Association of Nigeria, 

2014). A poor and inefficient working capital management leads to tying up funds in 

idle assets and reduces the liquidity and profitability of an enterprise. Therefore, 

efficient profitability and liquidity management involves planning and controlling 

current assets and current liabilities in such a manner that eliminates the risk of 

inability to meet the short-term obligations and avoids excessive investment in these 

assets (Adediran et al, 2012). The sustainability of a firm heavily depends on the ability 

and efficient utilization of financial management function (Karaduman, 2011). As a 

result, proper planning and efficient capital management is required in order to manage 

the outcome pressure from highly competitive manufacturing industry in Nigeria. 

Globally, working capital is the most important tools that an organization must 

properly manage because it determines organizational survival (David, 2010; Owolabi 

& Alu, 2012; Karaduman, 2011). 

In Nigeria, many local industries are operating under harsh conditions such as lack of 

access to fund and high interest rates on bank loans among other business killer factors 

which continued to retard the growth of the sector (Salawu & Alao, 2014). 
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The study of Abdulazeez, Baba, Fatima and Abdulrahaman (2018) stated that the 

essence of working capital management is to ensure proper management of current 

assets and current liabilities in order to maximize profitability and liquidity. In 

Nigerian, the role of consumer goods producing companies in the alleviation of 

poverty and income generation to the economy is significant. However, majority of 

them fold up within the first five years majorly due to poor working capital 

management, bad managerial skill and lack of access to adequate capital (Ademola & 

Adegoke, 2017).  

Effective management of working capital ensures flow of funds for proper running of 

the business as it helps to eliminate inadequacy or excess working capital to the 

successful running of the business. It is to be noted that poor management of working 

capital does not only lead to inadequate fund and profitability, but also causes crises 

and eventually winding up of a business (Padachi, 2006, cited in Ademola & Adegoke, 

2017). For any consumer goods company to remain in business, profitability and 

liquidity is mandatory. It will be worthy to note here that profitability and liquidity is 

a relative term as the effect of working capital management on these differs from one 

company to the other. There is a need to ensure adequate working capital management 

to ensure that the manufacturing companies in Nigeria are efficient and stable in the 

face of economic challenges which is our focus in this study since the subject on the 

performance of consumer goods companies listed on the Nigerian stock exchange is 

yet to be fully dealt with in the Nigerian context. The challenge of maximisation of 

shareholders’ value in terms of profit to be shared as returns on investment, financial 

adequacy and stability or the going concern of the consumer goods companies in 

Nigeria pose a great concern to many researchers. Evidence from financial reports also 

indicates that most of these companies could not pay dividend due to liquidity 

challenges while some are still folding up or relocating to other countries and some 

are only declaring paper profits as a result of improper management of .their working 

capital. This shows that there is a serious gap in the literature to be filled in the area of 

effective management of working capital with respect to companies’ performance. 

This study therefore, set to know the extent to which working capital management 

affects the profitability and liquidity in terms of performance of consumer goods 

companies listed on the Nigerian stock exchange. 

 

Statement of Hypotheses 

This study plans to test the following null hypotheses, which have been developed 

based on the theoretical evaluation of the subject matter of the topic under study:  

Ho1:- There is no significant relationship between working capital management and 

the profitability of consumer goods companies listed on the Nigerian stock exchange 
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Ho2:-   There is no significant relationship between working capital management and 

the financial performance of consumer goods companies listed on the Nigerian stock 

exchange. 

 

Operationalization of Variables in respect of the Hypotheses 

X=f(x1);       x1= Independent Variable 

Where:         x1= Working Capital Management (WCM) 

Y=f (y1, y2); Y= Dependent Variables (Performance Variables) 

Where:         y1= Profitability 

                     Y2= Financial Performance  

From the Hypotheses: 

          y1= x1……………………………………………………………………..……………………. Ho1 

          y2= x1……………………………………………………………………..……………………. Ho2 

• The main objective of the study was to solve the above two hypotheses  

 

Literature Review 

This study is anchored on agency and cash conversion cycle theories. The agency 

theory was propounded by Stephen and Barry in (1972). 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 cash, receivables, 

payables, inventories and liabilities of a firm. The cash conversion cycle theory 

approach was developed by Richards and Laughlin (1980). In their work, Richards 

and Laughlin 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 to 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.  

Working capital has been defined by many researchers as the excess of current assets 

over current liabilities (Nurein, 2014; cited in Abdulazeez et al 2018). The effective 

management of working capital enhances smooth running of day to day affairs of an 

organisation, and avoid inadequacy or excessive liquidation. When an organisation 

makes profit in a particular period but unable to meet its short term obligation it is a 

starting point of failure in that business (Ademola & Adegoke, 2017; Sadiq, 2017). 

According to the study of Osundina and Osundina (2014), without working capital, 

there is no business and as a result working capital is seen as the lifeblood of business. 
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According to Yahaya (2016), working capital is necessary for the continued operation 

of business. Mankori and Jangogo (2013) cited in Fasesin, Ayo-Oyebiyi and Folajimi 

(2017) stated that working capital management aimed at promoting profitability, 

liquidity and shareholders’ value. Ironkwe and Wokoma (2017) stated that working 

capital can be regarded as the functional capital or working money as the fund can be 

applied to everyday activities of the company without much effort. According to the 

study of Okoye, Erin, Modebe and Achugamonu (2015), adequate level of working 

capital enhances efficiency in the operation of business and it entails receivables, cash, 

payables and inventories needed for daily operation of business. 

Working capital management according to the opinion of Yahaya (2016) can also be 

termed short term liquidity management. Working capital management is a trade-off 

between the risk and return of a business. Therefore, adequate investment in the 

working capital should be maintained in order to ensure solvency of such business. 

Kehinde (2011) cited in Osundina and Osundina (2014) opined that management of 

working capital is the entire management of debtors, creditors, cash and inventories in 

order to enhance profitability. Working capital management focused on maintaining 

an adequate mix of receivables, payables and inventories. 

The study of Uzoamaka, Nweze, Offor and Ikediachi (2017) stated that the working 

capital management entails management of liquidity in such a way as to eliminate any 

case of short term obligation crises. Therefore, working capital management is 

important for all firms most especially those that have huge amount of investment in 

receivables, payables and inventories.  

According to the study of Olanrewaju, Doorasamy and Oladejo (2017), the decision 

on working capital management is strategic management decision in which the 

successful decision of management on working capital management impact greatly on 

the overall performance and goal of the organisation. Therefore, an effective working 

capital management enhances financing decision, investment decision and operational 

decision of business (Olanrewaju et al 2017).  

Fasesin, Ayo-Oyebiyi and Folajimi (2017) were of the opinion that a proper 

management of working capital enhance maximum profit and also increase 

shareholders value. Rakibul, Mohammed and Mohammed (2018).  States that working 

capital plays centric role in enhancing operational efficiency and their ultimate 

profitability. Globally financial managers have been searching the proper way on how 

to utilize working capital component which prolong profitability. The purpose of this 

study is to assess the impact of working capital component on profitability indicators 

of selected pharmaceutical firms in Bangladesh. The paper used financial date of 9 

pharmaceutical firms listed in Dhaka stock exchange (DSE) covered 2011-2015. Two 

methods were used in this study for analysis data set. Firstly, to measure the 
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relationship between selected variables Pearson correlation matrix was used. 

Secondly, multiple regression analysis was used to investigate the impact working 

capital component on profitability if selected pharmaceutical firms. The study also 

conducted Durbin Watson test to assess autocorrelation of selected variables. In this 

study the correlation matrix identified a negative correlation between working capital 

components and profitability, whereas regression analysis found number of days 

account receivables (AR) has significant positive and current ratio (CR) and debt ratio 

(DR) had appeared a significant negative impact on profitability. 

Bab, Mohammed, and Najam (2018). In their study on the impact of working capital 

on profitability , formed that  component of working capital include days inventory 

outstanding, cash conversion cycle, days payable outstanding are positive related with 

return on assets expects days sales outstanding which is negatively and insignificantly 

related. Operating cycle has significant p-value but insignificant negative coefficient. 

Furthermore, in case of return on equity, regression analysis shows that all variables 

have insignificant positive expect day’s inventory outstanding which has insignificant 

negative impact on profitability (ROE). F-test shows that return on assets and return 

on equity both variables are significant. 

Saleem and Rahman (2011) stated that every enterprise has to maintain relationship in 

conducting the day to day operations. Hence, they studied the impact of liquidity ratios 

on profitability of oil and gas companies in Pakistian. The result of their study showed 

that there was a significant impact of liquid ratios on ROA while insignificant 

relationship existed between ROE and ROI. The results also showed that ROE was not 

significantly affecting current ratios, quick ratios and liquid ratios but ROI was 

affected by current ratios, quick ratios and liquid ratios. The main results of the study 

demonstrated that each variable had significant effect on the financial positions of 

enterprises with differing amounts and along with the liquidity ratios in the first 

instance. The study therefore, recommended that enterprises need to maintain adequate 

liquidity as some parts of the enterprises’ profitability would be shared to shareholders. 

Egbide, Olubukunola and Uwuigbe (2013) in their studies revealed that liquidity ratios 

measured by current ratios, cash conversion period significantly affected ROCE. 

Ikpefan and  Owolabi, (2014).  States that working capital management is very 

fundamental to the liquidity and profitability of any organization and the two variables 

are vital in evaluating the performance and ultimately deciding the survival of any 

organization. This study presents an empirical investigation of the relationship 

between working capital management and profitability using Nestle Nigeria Plc and 

Cadbury Nigeria Plc as case studies. The study found a negative relationship between 

the liquidity, two of the efficient ratios and return on equity for Nestle Nigeria Plc 

while it found a positive relationship between the liquidity, efficiency ratios and return 
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on equity of Cadbury Nigeria Plc. To enhance profitable short-term investments, the 

study recommends that companies should manage their working capital efficiently by 

upgrading the quality of their assets while obsolete inventories should be written off.  

Olasode (2015) worked on working capital as it refers to the capital available for the 

everyday business of an industry. It is define as current assets less current liability. 

Current assets consist of mainly cash, debtor and stock. While current liabilities 

comprise creditor and accruals. It symbolized investment in all assets that are 

comprehensive in one trading. The need for working to run the day-to-day business 

activities cannot be over emphasized. Investment in current assets such as inventories 

and debt (account receivable) is apprehended during the operating cycle, which 

habitually less than a year. 

Junaidu and Sunusi (2014). Studied that working capital management requires making 

decision on the amount and composition of the current assets holdings and the means 

of financing them. This paper investigated the relationship between the variables of 

working capital management and company profitability with emphasis on quoted 

Nigerian Cement producing firms 2001 to 2010, all cement companies that were listed 

on the Nigerian Stock Exchange from the population of the study. Using a panel data 

analysis the study employed GLS regression, descriptive statistics, correlation as well 

as simple graphs as analytical tools. The study discovered that working capital 

variables of inventory turnover, debtors’ collection period, average payment period 

and the cash conversion cycle significantly affect the profitability of quoted cement 

companies in Nigeria. 

Abudlazeez, Baba, Fatima and Abdulrahaman (2018).carried out studies on the impact 

of working capital management on the financial performance of listed conglomerate 

companies in Nigeria for a period of ten (10) years (2005-2014). Data for the study 

were quantitatively retrieved from the annual reports and accounts of the studies 

companies. The study employed descriptive statistics to describe the variable while 

the relationships among the variables were established via correlation. Variable 

Inflation Factor (VIF) was used to determine the existence or otherwise of multi-

collinearity while Ordinary Least Square (OLS) Regression was used to analyze the 

data. It was found that debtors collection period, creditors payment period and firm 

size were negatively related to return on investment while cash conversion cycle has 

positive but insignificant relationship with the financial performance of the studied 

companies. 

Uguru, Chukwu and Elmo (2018).In their study on the effect of working capital 

management on the profitability of brewery firms in Nigeria. This study adopts the ex-

post-facto research design and employed the Ordinary Lease Square (OLS) regression 

technique in analyzing the data. To ascertain in the effect of working capital 

management (number of days account receivables are outstanding, number of days 
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inventory are held, and cash conversion cycle) on the profitability (return on assets) of 

brewery firms in Nigeria, the study used the sample of Nigeria Breweries Plc and 

Guinness Nigeria Plc for the period of 2006 to 2014. And the findings suggest that the 

management of the number of days account receivables are outstanding, number of 

days inventory are held, and cash conversion cycle are significant factors in the 

accomplishment of the profitability objective of brewery firms in Nigeria. Adolphus 

(2014) found that the adoption of this strategy produce negative profitability in most 

of the sectors. The results also show strong positive correlation between NCAR and 

selected measures of profitability. It is recommended that companies would maximize 

profitability and add value by adopting the conservative working capital management 

strategy (i.e. investing more in current assets) provided the operating environment and 

money markets are robust. 

Rimsha, Tehreem, Abdul-Rehman and Hamza (2018) in their study they aims to find 

out the impact of working capital management on profitability. Return on assets is 

used as a proxy of profitability. Other variables that are used in this study are current 

ratio, debt to equity ratio, operating profit to debt ratio, and inventory turnover ratios 

of the firms. Secondary data of electrical equipment firms listed on Karachi stock 

exchange was taken for a period of six years i.e 2007-2012. Regression analysis was 

applied to data. Normality and linearity test was also applied. Result showed 

significant positive results. It was concluded that working capital management has 

positive significant impact on profitability of the firms. The study stated that efficient 

and effective working capital management ensures that current assets and current 

liabilities increases returns and reduces cost of liabilities.  

This study therefore, reviewed the above literatures to justify if any the significant 

relationship between working capital management and performance of consumer 

goods companies listed on the Nigerian stock exchange. 

 

Conceptual Model 

 
Fig. 1: Conceptual Model                         Source: Researchers’ Designed Model, 2019. 
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The conceptual framework on which this study was built is shown above. The 

independent variables are the components of working capital management while the 

dependent variables are profitability and financial performance ratios. The model 

contains the following ICP, RCP, PCP, CCC, CR, QT, DR, and LR while FS and LEV 

are the two control variables introduced into the model. 

From the above, two hypotheses were formulated as H01 and H02. 

 

Methodology 

This study adopted descriptive research design. The dependent variables are Return 

on Asset (ROA) and Return on Investment (ROI) as proxies for Profitability and 

Financial Performance respectively while the independent variables are Inventory 

Conversion Period, Receivables Conversion Period, Cash Conversion Cycle/Period, 

Payables Conversion Period, Quick Ratio, Current Ratio, Debt Ratio, and Liquidity 

Ratio are the proxies for working capital. In addition to the working capital variables, 

this study also considered two control variables relating to the companies which are: 

Firm Size (FS) and Leverage (Lev) which is in consistence with the work of Dong and 

Su (2010) and Gill, Bigger and Mathur (2010). The population of the study consists of 

all the 169 companies listed on the Nigerian stock exchange as at the period of this 

study with a total market capitalisation of over =N=13trillion (Nigerianinfopedia, 

2018). The theoretical population of the study was 30 companies in the consumer 

goods sector out of which 15 were having valid listed dates. The sample frame of this 

study was therefore, the 15 listed consumer goods companies with valid listed dates. 

The sample was purposive and a sample size of six (6) listed consumer goods 

companies in Nigeria were considered and selected based on judgmental qualitative 

factors. The companies selected were: Flour Mills Plc., Guinness Nig. Plc., Honeywell 

Flour Mills Plc., Nestle Nigeria Plc., and Unilever Nigeria Plc. The annual published 

financial statements of the selected consumer goods companies listed on the Nigerian 

exchange covered a period of 5 years from 2013 to 2017. Using a cross sectional panel 

data analysis, the study employed GLS regression and ANOVA. The main reason for 

using a panel study is that it allows for the measuring of the pattern of change and 

obtaining of factual information requiring collection on a regular basis. 

 

Model Specification 

A model was developed to estimate the combined effects of working capital 

management proxies on the performance of the selected companies. The working 

capital management was our independent variable and had the following proxies: 

Inventory Conversion Period (ICP), Receivables’ Conversion Period (RCP), Cash 

Conversion Cycle/Period (CCC), Trade Payables Conversion Period (PCP), Firm Size 
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(FS), Quick Ratio (QR), Current Ratio (CR), Debt Ratio (DR), Liquidity Ratio (LR), 

and Leverage (LEV).  Firm Size and Leverage stood as the control variables. On the 

other hand, Return on Assets (ROA) and Return on Investment (ROI) were proxies for 

the companies’ performance 

 

Model 1 

ROA = β0+ β1ICP + β2RCP+ β3CCC + β4PCP + 

β5FS+e……………………………….……(1) 

Where:          

ROA = Return on Asset (Dependent Variable) 

 

Independent Variables: 

ICP = Inventory Conversion Period 

RCP = Receivables’ Conversion Period      

CCC = Cash Conversion Cycle/Period 

PCP= Trade Payables Conversion Period 

FS= Firm Size (Control Variable) 

Model 2 

ROI= β0 + β1 QR+ β2CR+ β3DR+ β4LR+β5LEV+ 

e………………………………………….(2) 

Where: 

ROI = Return on Investment (Dependent Variable) 

 

Independent Variables: 

QR= Quick Ratio 

CR= Current Ratio 

DR= Debt Ratio 

LR= Liquidity Ratio 

LEV= Leverage (Control Variable)     

µ= Error term.          

    

 

Definition of Variables 

i Inventory Conversion Period =              Average inventory* 365days  

Cost of sales 

ii Trade Receivable Conversion/ Collection Period=    Average debtors*365days  

    Revenue/Turnover 
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iii Cash Conversion Cycle =   Inventory turnover + average collection –average 

payment  

iv Trade Payable Conversion Period=      Average creditors * 365days  

              Cost of sales 

v Firm size=    (nlog) 

vi Return on Assets=               Net income 

                                                  Average total assets 

 

vii Quick Ratio :                  Current assets 

                                                   Current liability  

 

viii Current Ratio=              Current assets/Current liabilities 

ix Debt Ratio=                   Total liabilities/Total assets 

x Liquidity ratio=            Current assets-Inventories/Current liabilities  

xi Leverage (nlog) 

xii Return on Investment=                  Net profit after tax   

                                          Total assets 

Results and Discussions 

Model 1 

Table 1: Correlations 

CORRELATIONS 

 ROA ICP RCP CCC PCP FS 

ROA Pearson Correlation 1 -.147 .329 -.119 .073 -.424* 

Sig. (2-tailed)  .483 .109 .571 .730 .035 

N 25 25 25 25 25 25 

ICP Pearson Correlation -.147 1 .277 .107 .214 .688** 

Sig. (2-tailed) .483  .180 .609 .303 .000 

N 25 25 25 25 25 25 

RCP Pearson Correlation .329 .277 1 .194 .707** .206 

Sig. (2-tailed) .109 .180  .352 .000 .322 

N 25 25 25 25 25 25 

CCC Pearson Correlation -.119 .107 .194 1 .176 .370 

Sig. (2-tailed) .571 .609 .352  .399 .069 

N 25 25 25 25 25 25 

PCP Pearson Correlation .073 .214 .707** .176 1 .157 

Sig. (2-tailed) .730 .303 .000 .399  .453 

N 25 25 25 25 25 25 

FS Pearson Correlation -.424* .688** .206 .370 .157 1 
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Sig. (2-tailed) .035 .000 .322 .069 .453  

N 25 25 25 25 25 25 

*. CORRELATION IS SIGNIFICANT AT THE 0.05 LEVEL (2-TAILED). 

**. CORRELATION IS SIGNIFICANT AT THE 0.01 LEVEL (2-TAILED). 

Computation from SPSS v.20.0 

 

Table 2 

MODEL SUMMARYB 

MODEL R R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

Durbin-

Watson 

1 .652a .425 .273 .14364 1.767 

A. PREDICTORS: (CONSTANT), FS, PCP, CCC, RCP, ICP 

B. DEPENDENT VARIABLE: ROA 

Computation from SPSS v.20.0 

 

Table 3 

ANOVAA 

MODEL Sum of Squares Df Mean Square F Sig. 

1 Regression .289 5 .058 2.805 .046b 

Residual .392 19 .021   

Total .681 24    

A. DEPENDENT VARIABLE: ROA 

B. PREDICTORS: (CONSTANT), FS, PCP, CCC, RCP, ICP 

Computation from SPSS v.20.0 

 

Table 4 

COEFFICIENTSA 

MODEL Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) .824 .285  2.893 .009 

ICP .002 .002 .187 .742 .467 

RCP .002 .001 .625 2.489 .022 

CCC 3.953E-005 .000 .033 .171 .866 

PCP .000 .000 -.314 -

1.274 

.218 

FS -.087 .036 -.645 -

2.448 

.024 
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A. DEPENDENT VARIABLE: ROA 

Computation from SPSS v.20.0 

 

Model 2 

Table 5: Correlations 

CORRELATIONS 

 ROI QR CR DR CAR LEV 

ROI Pearson Correlation 1 .593** .281 .130 .010 -.044 

Sig. (2-tailed)  .002 .173 .536 .964 .835 

N 25 25 25 25 25 25 

QR Pearson Correlation .593** 1 .579** .095 .065 .049 

Sig. (2-tailed) .002  .002 .650 .759 .816 

N 25 25 25 25 25 25 

CR Pearson Correlation .281 .579** 1 .115 .169 .039 

Sig. (2-tailed) .173 .002  .584 .421 .854 

N 25 25 25 25 25 25 

DR Pearson Correlation .130 .095 .115 1 .143 .079 

Sig. (2-tailed) .536 .650 .584  .494 .708 

N 25 25 25 25 25 25 

CAR Pearson Correlation .010 .065 .169 .143 1 -.201 

Sig. (2-tailed) .964 .759 .421 .494  .335 

N 25 25 25 25 25 25 

LEV Pearson Correlation -.044 .049 .039 .079 -.201 1 

Sig. (2-tailed) .835 .816 .854 .708 .335  

N 25 25 25 25 25 25 

**. CORRELATION IS SIGNIFICANT AT THE 0.01 LEVEL (2-TAILED). 

Computation from SPSS v.20.0 

 

 

Table 6 

MODEL SUMMARYB 

MODEL R R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

Durbin-

Watson 

1 .610a .372 .207 .19610 1.887 

A. PREDICTORS: (CONSTANT), LEV, CR, DR, CAR, QR 

B. DEPENDENT VARIABLE: ROI 

Computation from SPSS v.20.0 
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Table 7: ANOVAa 

ANOVAA 

MODEL Sum of Squares df Mean Square F Sig. 

1 Regression .433 5 .087 2.252 .091b 

Residual .731 19 .038   

Total 1.164 24    

A. DEPENDENT VARIABLE: ROI 

B. PREDICTORS: (CONSTANT), LEV, CR, DR, CAR, QR 

Computation from SPSS v.20.0 

 

Table 8 

COEFFICIENTSA 

MODEL Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) .101 .158  .640 .530 

QR .265 .092 .644 2.885 .009 

CR -.056 .140 -.090 -.399 .694 

DR .066 .133 .093 .498 .624 

CAR -.051 .202 -.048 -.251 .804 

LEV -.071 .149 -.089 -.475 .641 

A. DEPENDENT VARIABLE: ROI 

Computation from SPSS v.20.0 

 

Discussion of Results 

Model 1 

Table 1 shows the Pearson’s correlation coefficient between the variables, ROA, ICP, 

RCP, CCC, PCP and FS. Pearson’s correlation is used to test the level of relationship 

between the series of variables. The Pearson’s correlation from the correlations table 

above shows that ICP, CCC and FS have weak negative correlations with ROA while 

RCP and PCP have weak positive relationships with ROA, with the Pearson 

correlation of -0.147, -0.119, -0.424, 0.329 and 0.073 respectively. 

Table 2 shows the R which is the correlation between the predicted values and the 

observed values of the dependent variable is given as 0.652 in the table above which 

implies 65.2%. R-squared statistic which is given as 0.425 meaning that only 42.5% 

(R-square) of the total variation in the ROA can be explained by ICP, RCP, CCC, PCP 

and FS while the remaining percentage can be explained by other variables. Moreover, 

the standard error of the estimate is 1.4364 while the Durbin-Watson statistic is given 
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as 1.767 which means there is absence of auto-correlation as the figure presented falls 

between 1.5 and 2.5. This implies that the variables are in good shape. 

Table 3 shows the analysis of variance of the regression as it presents the sum of 

squares the degree of freedom which is one less than the total number of the variables 

(N-1), also the mean square is given and most importantly the F-value is given as 2.805 

with a probability value of 0.046, which implies that the model derived is statistically 

significant at 5% significant level. 

Table 4 shows the coefficients of the regression model both standardized and un-

standardized, the t-cal and the probability value. The B which implies the intersects of 

the model equation can be used to rewrite the model as; 

ROA = β0 + β1ICP + β2RCP + β3 CCC + β4PCP + β5FS 

ROA= 0.824 + 0.002ICP + 0.002RCP – 0.005CCC + 0.000PCP – 0.087FS + μ 

From the above equation, it is obvious that ICP, RCP (independent variables) have 

positive effect on the dependent variable (ROA), CCC and FS has positive effect on 

ROA while PCP has no effect on ROA. It therefore means that, if ICP and RCP 

increase by one unit each, ROA of the selected firms will rise by 0.002 and 0.002 

respectively. Also, if CCC and FS increase by one unit each, ROA will fall by 0.005 

and 0.087 respectively. But if PCP increases by one unit, ROA will remain constant. 

The t-cal of the variables is also shown as 0.742, 2,489, 0.171, -1.274 and -2.448 for 

ICP, RCP, CCC, PCP and FS respectively. These values are lesser than the t-tab of 2 

except that of RCP and FS. The significant values for ICP, CCC and PCP are shown 

as 0.467, 0.866 and -1.274 respectively which are said to be insignificant at significant 

level of 0.05, while that of RCP and FS are shown as 0.022 and 0.024 respectively 

which are statistically significant at 5% significant level. 

 

Model 2 

Table 5 shows the Pearson’s correlation coefficient between the variables, ROI, QR, 

CR, DR, CAR and LEV. Pearson’s correlation is used to test the level of relationship 

between the series of variables. The Pearson’s correlation from the correlations table 

above shows that all the independent variables have positive correlations with the 

dependent variable (ROI) except LEV which has negative relationship with ROI, with 

the Pearson correlation of 0.002, 0.281, 0.130, 0.010 and -0.044 for QR, CR, DR, CAR 

and LEV respectively. 

Table 6 shows the R which is the correlation between the predicted values and the 

observed values of the dependent variable is given as 0.610 in the table above which 

implies 61%. R-squared statistic which is given as 0.372 meaning that only 37.2% (R-

squared) of the total variation in the ROI can be explained by QR, CR, DR, CAR and 

LEV while the remaining percentage can be explained by other variables. Moreover, 
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the standard error of the estimate is 0.19610 while the Durbin-Watson statistic is given 

as 1.887 which means there is absence of auto-correlation as the figure presented falls 

between 1.5 and 2.5. This implies that the variables are in good shape. 

Table 7 shows the analysis of variance of the regression as it presents the sum of 

squares the degree of freedom which is one less than the total number of the variables 

(N-1), also the mean square is given and most importantly the F-value is given as 2.252 

with a probability value of 0.091, which implies that the model derived is statistically 

insignificant at 5% significant level. 

Table 8 shows the coefficients of the regression model both standardized and un-

standardized, the t-cal and the probability value. The B which implies the intersects of 

the model equation can be used to rewrite the model as; 

ROI = β0 + β1QR + β2CR + β3 DR + β4CAR + β5LEV 

ROI = 0.101 + 0.265QR - 0.056CR + 0.066DR - 0.051CAR – 0.071LEV + μ 

From the above equation, it can be seen that QR and DR have positive effect on the 

dependent variable (ROI) while CR, CAR and LEV have negative effect on ROA. It 

therefore means that, if QR and DR increase by one unit each, the Return on 

Investment (ROI) of the selected firms will rise by 0.265 and 0.066. Also, if CR, CAR 

and LEV increase by one unit each, ROI of the firms will fall by 0.056, 0.051 and 

0.071 respectively. 

The t-cal of the variables is also shown as 2.885, 0.399, 0.498, -0.251 and -0.475 for 

QR, CR, DR, CAR and LEV respectively. These values are lesser than the t-tab of 2 

except that of QR. The significant values for QR is 0.009 which statistically significant 

at 5% significant level while the significant value for CR, DR, CAR and LEV are 

shown as 0.694, 0.624, 0.804 and 0.641 respectively which are said to be insignificant 

at significant level of 0.05. 

 

Interpretation of Results 

Earlier in this research work, some testable research assumptions were formulated. 

Hence, the following research hypotheses have been tested.  

 

Hypothesis one 

Ho1: there is no significant relationship between working capital management and 

profitability of consumer goods companies listed on Nigerian manufacturing 

companies. 

Following the assumption of the above hypothesis, the correlation tables revealed that 

working capital management represented by ICP, CCC and FS have weak negative 

correlations with ROA while RCP and PCP have weak positive relationships with 

ROA, with the Pearson correlation of -0.147, -0.119, -0.424, 0.329 and 0.073 
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respectively. The researcher therefore accepts the null hypothesis and concludes that 

there is no significant relationship between working capital management and the 

financial performance of consumer goods companies listed on Nigerian manufacturing 

companies. 

 

Hypothesis two 

Ho2: there is no significant relationship between working capital management and the 

financial performance of consumer goods companies listed on Nigerian manufacturing 

companies. 

Following the assumption of the above hypothesis, the correlation tables revealed that 

working capital management represented by QR, CR, DR and CAR have positive 

correlations with the dependent variable (ROI) while LEV has negative relationship 

with ROI, with the Pearson correlation of 0.002, 0.281, 0.130, 0.010 and -0.044 for 

QR, CR, DR, CAR and LEV respectively. With this, the researcher therefore rejects 

the null hypothesis and concludes that there is significant relationship between 

working capital management and the profitability of  

consumer goods companies listed on Nigerian manufacturing companies. 

 

Conclusion 

In conclusion, this work has empirically established that a number of key variables 

that affected the performance of consumer goods companies listed on the Nigerian 

Stock Exchange and can be generalized to other manufacturing companies in Nigeria. 

These include Inventory Conversion Period (ICP), Cash Conversion Period (CCP), 

Account Receivables Period (ARP) and Account Payables Period (APP). These 

variables either affect profitability and financial performance of consumer goods 

companies listed on Nigerian stock exchange positively or negatively depending on 

how effective and efficient working capital has been managed by the organization, by 

the length of time to sell their product and receive cash and the policy adopted by the 

enterprise.  

The study concluded that there is no significant relationship between working capital 

management and the profitability of consumer goods companies listed on Nigerian 

stock exchange while there is significant relationship between working capital 

management and the financial performance of consumer goods companies listed on 

the Nigerian stock exchange. 

 

Recommendations 

Based on the findings and the fact that working capital management has no significant 

effect on financial performance but significantly affected the profitability of consumer 
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goods companies listed on Nigerian Stock Exchange; it was recommended among 

other things that companies should hasten up the collection of cash from credit 

transactions and have strong credit policy system which would ensure that account 

receivables period is shorter than account payables period; 

Secondly, Periodic financial report should be prepared by the owners of the companies 

using the service of professional accountant;  

Thirdly, financial managers should ensure that idle funds are immediately turned 

productive via repeated investment in short term assets. 

Finally, the government should make laws that would guide the debt recovery and 

credit payment system within Lagos State. The current system where an ability to 

recover debt depends on the enterprise aggressiveness and boldness left much to be 

desired.  
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