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Abstract  

This study ascertained the effect of credit financing on cash flow performance of quoted 

manufacturing companies in Nigeria. The specific objectives are to; evaluate the effect of 

short term financing on operating cash flow of quoted manufacturing firms in Nigeria and 

determine the effect of long term financing on operating cash flow of quoted manufacturing 

firms in Nigeria. Ex-post facto research design was used in this study. Twenty one (21) 

quoted manufacturing firms were selected as the sample size of this study with the utilization 

of purposive sampling method. Data were gathered from the published financial statements 

of the sampled firms for a fourteen year period spanning from 2008 to 2021, using Purposive 

sampling method (that is all the manufacturing firms that filed their annual financial 

statements with Nigeria Exchange Group {NGX}). This study revealed that Short Term 

Financing has a significant but negative effect on operating cash flow (p-value = 0.0083 < 

0.05; β = -0.013240); Long Term Financing has a significant and positive effect on operating 

cash flow (p-value = 0.0000 < 0.05; β = 0.032439). On the premise of these study findings, 

the study recommended that in order to reverse the inverse relationship between short term 

debt and operating cash flow, firms should always ensure that cash is available to satisfy the 

operating capital needs of a business, since, short-term debt is used to keep a business 

running during times when the revenue stream temporarily is insufficient to meet operational 

needs. 

Keywords: Credit financing, Short term financing, Long term financing and Cash flow 

performance 
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INTRODUCTION 
 

Finance is the elixir that allows businesses to take advantage of opportunities to grow, 

employ local workers, and in turn support other businesses and the local, state, and federal 

governments through the remittance of income taxes. Finance is the process of creating, 

moving, and using money, allowing money to flow through a company in the same way that 

global money flows. Every business relies on the strategic use of financial instruments such 

as loans and investments to succeed. A credit is a more flexible type of finance that allows 

you to access the amount of money loaned based on your needs at the time (Steijvers, 2008). 

Access to credit financing has been identified as a critical factor. Without finance, firms may 

not have capacity to acquire and absorb new technologies or expand to compete in global 

markets. Further, without finance firms may not have capacity to strike business linkages 

with larger firms (Alexander & Hall, 2003). As a result, lending institutions must improve 

their ability to provide financial services to firms through commercial mechanisms that lower 

costs and minimize their risk exposure.  

The manufacturing sector plays a catalytic role in a country's economic development by 

increasing the supply of economic goods and services, earning foreign currency, and creating 

jobs, all of which lead to a distinct consumption pattern. Furthermore, it generates investment 

capital at a faster rate than any other sector of the economy while promoting broader and 

more effective cross-sector collaboration. Manufacturing firms' effectiveness is dependent on 

the availability of resources such as raw materials and financial credit to meet consumer 

demand, which is the rationale behind the establishment of the financial sector, which mop-

up credit from the surplus unit and provides it to the deficit sector of the economy. Bank 

credit is now used by businesses to supplement their limited financial resources and expand 

their operations. The primary goal of establishing businesses is dynamism, corporate 

diversification, and earnings growth as measured by various financial factors. Furthermore, a 

firm's success is dependent on long-term investment, which necessitates a large amount of 

cash on hand as well as the expenditure of a large amount of cash on investments that may 

have an impact on the firm's performance. In this context, the purpose of this research was to 

determine the impact of credit financing on the cash flow performance of publicly traded 

manufacturing companies in Nigeria. 

The manufacturing sector in Nigeria is having difficulty accessing financial resources, 

particularly from commercial banks, which hold approximately 90% of total financial sector 

assets. Other formidable financing challenges include the concentration of bank credit to oil 

and gas, a high rate of bad debts because some corporations take advantage of credit extended 

to them and find themselves unable to pay debt later, a poor level of trade credit management 

that is reflected in the firm's liquidity and profitability position, and a lack of experienced 

staff or officers to tackle onerous and vital duties of debt management appropriately. 

Several literatures have examined the relationship between credit financing and firm 

performance, yet no consensus was reached. The first strand of prior studies is of the opinion 

that credit financing has a positive relationship with firm performance (Habib, Muhammad, 

Popp & Rakos, 2022; Adegbie and Otitolaiye, 2022; Asiedu and Gadzo, 2019; Allozi, & 

Obeidat, 2016). A second view holds that a negative relationship exist between credit 

financing and performance (Garikai & Sibindi, 2022; Manelli, Pace & Leone, 2022; 

Mukumbi, 2020; Aziz, & Abbas, 2019), while the third strand of literatures reported a non 

significant relationship between credit financing and firm performance (Hamisu, Murtala & 

Adamu 2022; Dinh and Pham, 2020; Soke Fun Ho & Yusoff, 2019;Habib, Khan, & Wazir, 

2016). The conflicting results amongst the scholars created a gap in literature which this 
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study tends to fill. In an attempt to close the variable gap in literature, this present study 

concentrated on cash flow performance as against previous that focused on financial 

performance.  Again, sectorial gap was bridged by considering the manufacturing sector 

contrary to previous studies that looked at on one or two industries (to the best knowledge of 

the researcher). Also, by extension of this current study to 2021 fiscal year, the periodic gap 

was closed, opposite to previous studies that the periodic scope ended in 2020 fiscal year.   

The main objective of this study is to ascertain the effect of credit financing on cash flow 

performance of quoted manufacturing companies in Nigeria. The specific objectives are to: 

i. Evaluate the effect of short term financing on operating cash flow of quoted manufacturing 

firms in Nigeria.  

ii. Determine the effect of long term financing on operating cash flow of quoted 

manufacturing firms in Nigeria.  

 

CONCEPTUAL REVIEW 

The ability to borrow money is referred to as credit financing. Credit financing is a more 

adaptable form of finance that allows you to access the amount of money loaned based on 

your needs at the time (Ali & Siddiqui, 2020). Credit financing encompasses banking, 

leverage or debt, credit, capital markets, money, and investments. Essentially, finance refers 

to money management and the process of acquiring necessary funds (Bates, Kahle & Stulz, 

2020).  

Short-term financing is defined as debt obligations due within the next 12-month period or 

the current fiscal year of a business (Nguyen & Nguyen, 2020). They can be found in the 

liabilities section of a company's financial statement. Short-term finance can be defined 

as any financing that a borrower pays off over a shorter repayment period (Shawn, 2022). 

Moreover, because of these short repayment terms, this type of financing is usually used for 

working capital, purchasing inventory, covering cash flow issues, and other similar purposes. 

 Short-term finance is required for a short-period up to one year. It refers to funds needed to 

meet day-to-day requirements and for holding stocks of raw materials, spare parts (Al-

Homaidi, 2020). The main sources of short-term financing include trade credit, commercial 

bank loans, commercial paper, a specific type of promissory note, and secured loans. Short-

term financing also called current liabilities are a firm's financial obligations that are expected 

to be paid off within a year. It is listed under the current liabilities portion of the total 

liabilities section of a company's financial position statement (Cherkasova & Kuzmin, 2018).  

STF= Short-Term Debt / Total assets 

Long-term financing is a type of financial leverage that measures the proportion of long-term debt 

used to finance a company's assets (Ullah, 2020). This represents the position of the company's 

financial leverage. Long term financing is any amount of outstanding debt held by a company with a 

maturity of 12 months or more. Long-term finance refers to any financial instrument with a maturity 

of more than one year (for example, bank loans, bonds, leasing, and other forms of debt finance), as 

well as public and private equity instruments (Sayeed, 2020).  

The long-term debt-to-total-assets ratio is a measurement that represents the percentage of a 

company's assets that are financed by long-term debt, which includes loans and other debt 

obligations that last more than a year. This provides a general measure of the long-term 

financial position of a company, including its ability to meet its financial obligations for 

outstanding loans (Erdo ˘gan, 2019). Long-term financing compares the amount of long-term 

https://www.investopedia.com/terms/f/financial-obligation-ratio-for.asp
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debt to the value of total assets on the books of a company. In other words, it gives a sense of 

financial leverage of a company (Yang & Pan, 2019). The long-term financing to total asset 

ratio is a solvency or coverage ratio that calculates a company’s leverage by comparing total 

debt to assets. In other words, it measures the percentage of assets that a business would need 

to liquidate to pay off its long-term debt. The ratio of long-term debt to total assets provides a 

sense of what percentage of the total assets is financed via long-term debt. A higher 

percentage ratio means that the company is more leveraged and owns less of the assets on 

balance sheet. In other words, it would need to sell more assets to eliminate its debt in the 

event of a bankruptcy (Grimsley, 2022). 

Long-term financing allows for greater flexibility and resources to fund a variety of capital 

needs while reducing reliance on a single capital source. It also allows businesses to spread 

out their debt maturities. On the company's balance sheet, it is classified as a non-current 

liability. Long-term debt maturities can range from 12 months to 30 years, and the types of 

debt can include bonds, mortgages, bank loans, and debentures (Dinh & Pham, 2020).  

Long-Term Debt/Total Assets = LTF 

Cash flow refers to the net balance of cash moving into and out of a business at a specific 

point in time. Cash flow can be positive or negative. Positive cash flow indicates that a 

company has more money moving into it than out of it. Cash flow performances are cash 

provided by operating activities divided by current liabilities (Embaye & Haile, 2019). Cash 

is used to fund your payroll, cover your overheads, pay your suppliers and purchase 

equipment.  A cash flow statement is one of the most important financial statements for a 

project or business. Cash flow permits a company to expand its operations, replace needed 

assets, take advantage of market opportunities and pay dividend to its owners (Adegboye, 

2021).  

 

Short-Term Financing and Cash Flow Performance 

The cash flow statement plays an important role in increasing the efficiency and effectiveness 

of decision-making by the decision-making body. In terms of proper financial planning, the 

firm's earning capability and spending, in-depth knowledge of operating and financing 

activities, stock pricing ability, and dividend payment to stockholders. It also aids in 

determining the company's liquidity position in terms of cash generation and short-term 

obligations (Grzegorz & Tarighi, 2021). This statement summarizes the movement of cash 

and its equivalents over time and its impact on business cash management.  

Short-term finance is the company's working capital (WC), which is directly related to the 

trade-off between liquidity and performance (Kamanda & Sibindi, 2021). Working capital 

management (WCM) augments the free cash flow of the firm which in turn enhances the 

firms’ intensification prospects and value to shareholders. (Collins, M-epbari, Sira & Grend, 

2018) observes that working capital management unambiguously affects both the financial 

performance and the desired level of liquidity of a company. The profits that are generated by 

investing these resources in long-term assets are reduced if a company invests deeply in 

working capital, that is, in excess of its requirements. Furthermore, the cost of storing 

inventory for longer periods and handling of excessive inventory put up with by a firm 

(Sindani, 2018) add that each company, for its continued existence, needs short-term 

financing. Short-term financing is a very important component of company investment that is 

indispensable for uninterrupted company operations. Therefore, to uphold its liquidity, 

https://www.myaccountingcourse.com/financial-ratios/coverage-ratios
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solvency, and financial performance, a firm requires a certain level of working capital 

(Grzegorz, & Dankiewicz, 2020; Catchart, Dufour, Ludovico & Varotto, 2020). 

 

Long-Term Financing and Cash Flow Performance 
Having too much debt reduces a company's operating flexibility. So reducing long-term debt 

can help a business in the long run of the business hereby improving the cash flow 

performance (Akinleye & Olarewaju, 2019). Long-term debt appears in the cash flow 

statement under financing activities; this heavy debt burden (long term financing or debt) 

coupled with a sudden economic downturn could put a company out of business rather 

quickly (Jermias & Yigit, 2019).). According to Vijayakumaran and Vijayakumaran (2019), 

the primary goal of obtaining long-term funds is to finance capital projects and carry out 

expansionary operations for the benefit of the business cash flow operation. Such funds are 

typically invested in avenues from which greater economic benefits are expected to emerge in 

the future (Banu, Sayaduzzaman & Sil, 2021). A company's cash flow allows it to expand 

operations, replace needed assets, capitalize on market opportunities, and pay dividends to its 

shareholders (Stamos & Zimmerer, 2021; Ali & Dhiman, 2019). Zhao, Liu, Liu, Usman, and 

Dutta (2020), on the other hand, discovered an inverse relationship between credit financing 

and performance. 

Empirical Review 

Handoo and Sharma (2016) investigated the relationship between credit financing and firm 

performance in India from 2002 to 2010. The study's objectives are to determine how total 

debt ratio, long term debt ratio, and short term debt ratio affect profitability. Multiple 

regression and correlation analysis were used. The regression results revealed a negative 

relationship between credit financing and firm profitability. Güner (2016) investigated the 

relationship between credit financing and firm growth in Turkey between 2008 and 2014. The 

multiple regression analysis was used. The study's findings revealed that equity and debt 

financing have a positive impact on growth opportunities. From 2007 to 2012, Le and Phan 

(2017) investigated the relationship between credit financing and firm financial performance 

(ROA and ROE). Using multiple regression analysis, it was found that total debt-to-total-

assets ratio, asset tangibility and investment have a positive relationship with ROA and 

ROE. Aigbomian and Akinlosotu (2017) investigated credit risk management and 

profitability in deposit money banks in Ekpoma, Edo State-Nigeria from 2007-2016. The 

hypotheses were tested with Bivariate Pearson Product Moment Correlation (PPMC) using 

Statistical Package for Social Sciences (IBM SPSSR). Findings revealed that credit risk 

management has positive significant relationship with profitability of deposit money banks. 

Taiwo, Ucheaga, Achugamonu, Adetiloye, Okoye and Agwu (2017) investigated the 

quantitative effect of credit risk management on the performance of Nigeria’s Deposit Money 

Banks (DMBs) and Bank lending growth over the period of 17 years (1998- 2014). The study 

employed multiple linear regression model to analyze the time series data. The findings 

revealed that credit risk management has an insignificant effect on the growth of total loans 

and advances by Nigerian Deposit money banks. Olabamiji and Michael (2018) examined the 

influence of credit management practices on financial performance of Nigerian banks with 

specific reference to First bank Plc from 2009-2015. Data was collected using Purposive 

sampling technique from thirty (30) respondents as a sample size used to collect data from 

the respondents. Both descriptive and inferential statistics were used to analyze data, such as 

frequency, percentage, weighted mean score, and multiple regressions. The result revealed 

that credit management practices have a significant positive influence on the financial 

performance of First bank. Achou and Tenguh (2018) used multiple regression to conduct 
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research on bank performance and credit risk management in Ghana from 2008 to 2017. The 

study discovered a significant relationship between credit risk management and profitability. 

Chakraborty (2018) investigated the impact of leverage on firm financial performance in 

India from 1995 to 2008. The study discovered that book leverage and market leverage 

positively affect profitability and growth opportunities using multiple regression analysis. 

Asiedu and Gadzo (2019) investigated the effect of credit risk on corporate financial 

performance evidence from listed banks on the Ghana stock exchange. From 2003 to 2017, 

the study identified the factors that influence bank credit risk and estimated the effects of 

bank credit risk on corporate financial performance. Using the method of 2SLS, the study 

found that variables such as capital adequacy, operating efficiency, profitability, and net 

interest margin tend to relate positively with credit risk.  Kajola, Babatunji, Olabisi and 

Babatolu (2019) investigated the effect of credit management on financial performance of ten 

listed deposit money banks in Nigeria for the period, 2005 - 2016. Using Non-performing 

Loan to total Loan Ratio (NPLLR); Non-performing Loan to total Deposit Ratio (NPLDR) 

and Capital Adequacy Ratio as surrogate for credit management and Return on asset (ROA) 

and Return on equity (ROE) for financial performance, the study utilized random effects 

generalized least squares (GLS) regression as its data estimation technique. The study found 

that that all the three credit risk parameters have a significant relationship with ROA and 

ROE. Serghiescu and Văidean (2020) examined the relationship between debt financing and 

profitability of commercial banks in Romania from 2009 – 2011. With the application of 

multiple regression analysis, the study found a positive relationship between short term debt 

and return on assets and a negative relationship between long term debt, total debt financing 

on return on assets of studied firms.  Dinh and Pham (2020) examined the impact of credit 

financing on the profitability of microfinance banks in Vietnam from 2015 to 2019. Fixed 

effect model and random effect model were utilized. The regression result showed a positive 

relationship short term debt, long term debt and earnings per share, while a negative 

relationship was found between debt financing and return on equity. Nguyen and Nguyen 

(2020) examined the effect of financial leverage on financial performance of commercial 

banks in Pakistan from 2013 – 2018. The study employed correlation analysis and 

Generalized Least Square (GLS) regression model. The study revealed a positive 

relationship between long-term debt-total-assets ratio and return on equity, earnings per 

share, return on equity of sampled banks.  Abdelrahim, Raji and Mohammad (2021) 

examined the impact of liquidity and solvency management on the financial performance of 

Jordanian manufacturing companies listed on the Amman Stock Exchange Jordan, for a 

period of 10 years from 2010 to 2019. The size of the company was used as a control 

variable. The study employed Return on Assets (ROA) and Earnings Per Share (EPS) to 

measure financial performance. Current ratio (CR) and total debts to total assets were used as 

proxies for liquidity and solvency management, while logarithm of total assets was used to 

measure the size. Correlation and multi regression analyses were applied to analyze the data. 

The results showed a statistically significant impact of independent and control variables 

(liquidity and solvency management and the size of the company) on financial performance, 

while the detailed results of the hypotheses indicated that liquidity has an insignificant 

reverse impact on financial performance. Also, there is a significant positive impact of size 

on performance and a significant negative impact of solvency on performance. Nabil-Ahmed, 

From 2011 to 2020, Anwar-Ahmad Mosab and Al-Homaidi (2021) investigated the 

determinants of financial performance, firm liquidity, and financial leverage of Indian listed 

firms. Both static models (pooled, fixed, and random effects) and Generalized Moment 

Methods are used in this study (GMM). Furthermore, as independent factors, a set of 

financial performance determinants such as return on assets, profit after tax, return on capital 

http://doi.or.kr/10.PSN/ADPER8902172706
http://doi.or.kr/10.PSN/ADPER8902218579
http://doi.or.kr/10.PSN/ADPER8902218580
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employed, return on equity, and Tobin-Q are used. The results indicated that profit after tax, 

return on equity, return on capital employed, and Tobin-Q are the most significant financial 

success variables that influence financial leverage of Indian listed companies. Furthermore, 

profit after tax, return on capital invested, return on equity, and Tobin-Q was considered to 

have a substantial effect on financial leverage among the financial success indicators. In the 

case of firm liquidity, the findings showed that the current ratio and the quick ratio have a 

substantial effect on the financial leverage of Indian listed companies. Ndum and Ezejiofor 

(2021) looked into the relationship between the average payment period and operating cash 

flow in Nigerian consumer goods manufacturing firms from 2010 to 2019. The design of ex-

post facto research was used. The sample size for the study was twenty quoted consumer 

goods firms selected from all manufacturing firms. Data were obtained from annual financial 

reports and accounts using annual reports and accounts, and the data were tested using panel 

data regression. According to the study's findings, the average payment period had a 

significant negative effect on investing cash flow. The impact of operating cash flow on 

earnings management in Nigerian banks was investigated by Osisioma, Okoye, Ezejiofor, and 

Okoye (2021). The study's data came from annual reports and bank accounts. To test the 

hypothesis, regression analysis was performed using E-view 9.0. According to the study's 

findings, operating activities are not statistically significant and have a negative impact on 

Nigerian banks' total accruals earnings. According to the study, risk management activities 

are important for reducing future cash flow. Manelli, Pace and Leone (2022) investigated the 

link between credit risk, leverage and growth opportunities in a sample of Italian innovative 

small-and-medium enterprises (SMEs) from 2012 to 2020. The results of the Weighted Least 

Square model confirmed the relationship between investments, leverage, and there is a 

negative relationship emerged between credit risk and investments and between leverage and 

investments, while the analysis reveals a positive relationship between investments and 

liquidity.  

 

METHODOLOGY 

Research Design 

Ex-post facto research design was used in this study.  Ex-post facto research design is 

undertaken after events have happened and data are already in existence (Wooldridge, 2010). 

Population of the Study 

The population of this study consisted of all the forty-eight (48) quoted manufacturing 

companies trading on the floor of the Nigerian Exchange (NGX) Group as at 31
st
 December 

2021. This entails four (4) sectors, comprising of Industrial Goods firms (13); Consumer 

goods firms (20); Healthcare (10); Agriculture (5) (refer to appendix 1). 

Sample Size and Sampling Method 

Twenty one (21) quoted manufacturing firms were selected as the sample size of this study 

with the utilization of purposive sampling method. Data were gathered from the published 

financial statements of the sampled firms for a fourteen year period spanning from 2008 to 

2021, using Purposive sampling method (that is all the manufacturing firms that filed their 

annual financial statements with Nigeria Stock Exchange {NSE} from 2008-2021 without 

missing any year were selected for this study). 

Source of Data  

This study made use of secondary data precisely. The data were sourced from publications of 

the Nigerian stock exchange (NSE) fact books, annual report and accounts, and websites of 

the sample quoted manufacturing companies.  



African Journal of Business and Economic Development | ISSN: 2782-7658 

Vol. 3, Issue 1 (January, 2023) | www.ijaar.org/ajbed 

 

82 

 

Model Specification 

The model for this study was adapted from the work of Dinh and Pham (2020): 

ROE = βo + β1LTF + β2STF + β3EQF + ɛ …………. (1) 

Where: 

ROE= Return on Equity  

EQF = Equity Financing  

ɛ = Error Term 

In an attempt to capture the essence of this study, Operating Cash Flow, Short Term 

Financing, Long Term Financing and Total Debt Financing were used to formulate the 

model. 

Thus, the model was represented in a functional form as shown below: 
 

OCF = ƒ(STF, LTF) ....…… ..   (2) 
 

In a linear function, the above model was represented as follows: 

OCFίt = β0 + β1STFίt + µίt   - -  Model 1 

OCFίt = β0 + β1LTFίt + µίt   - -  Model 2 

Thus,  

OCFίt = β0 + β1STFίt + β2LTFίt + µίt 

Where:  

βo = Constant term 

β1-β2 = Firm specific co-efficient estimates 

µί t = Error Term for firm ί in year t 

OCFίt = Operating cash flow for firm ί in year t 

STFίt = Short Term Financing for firm ί in year t 

LTFίt = Long Term Financing for firm ί in year t 

Method of Data Analysis 

Descriptive and Inferential statistics of the data used in this study were conducted via the aid 

of E-View 10 statistical software, using: 

a. Descriptive statistics: is a good measure of central tendency that provides information 

on the mean, standard deviation, skewness, kurtosis, minimum and maximum 

values of the variables observed during the period under investigation.  

b. Inferential Statistics: 

i. Co-efficient of correlation: is a good measure of relationship between two variables, 

tells us about the strength of relationship and the direction of relationship as well. 

ii. Multicollinariey Test: attempts to determine how well each independent variable can 

be used most effectively to predict or understand the dependent variable in a 

statistical model. A rule of thumb to detect multicollinearity is that when the 

Variance Inflation Factor (VIF) is greater than 10, then there is a problem of 

multicollinearity. 

iii. Regression analysis:  predicts the value of a variable based on the value of the other 

variable and explains the effect of changes in the values of variable on the values 

of the other variables. Panel Least Square regression analysis was used for this 

study. 
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Decision Rule 

The decision was based on 5% (0.05) level of significance. The null hypothesis (Ho) will be 

accepted, if probability value (ie. Pvalue or Sig.) calculated is greater than  (>) the stated 5% 

level of significance, otherwise reject. 

 

DATA ANALYSIS 

Data Analysis 

Table 1 Descriptive Statistics of Study Variables 

 

OCF STF LTF 

 Mean 0.0464 0.2457 0.3464 

 Median 0.0400 0.1600 0.2650 

 Maximum 0.1000 0.6200 0.7300 

 Minimum 0.0300 0.0800 0.1300 

 Std. Dev. 0.0191 0.1768 0.1809 

 Skewness 1.7095 0.9940 0.7239 

 Kurtosis 5.5542 2.6404 2.3654 

 Jarque-Bera 10.6248 2.3810 1.4576 

 Probability 0.0049 0.3041 0.4825 

 Sum 0.6500 3.4400 4.8500 

 Sum Sq. Dev. 0.0047 0.4065 0.4255 

 Observations 294 294 294 

Source: E-Views 10.0 Descriptive Output, 2022 

Interpretation  
This study considered descriptive statistics (mean, standard deviation, minimum and 

maximum) for the panels of 294 observations (that is, 21 firms x 14 years). Table 1 depicts 

OCF of an average of 0.0464 with a minimum of 0.0300 and a maximum of 0.1000 and at a 

standard deviation of 0.0191. On the average, the sampled firms need about 24.57% short 

term debt to meet day-to-day requirements and these debt obligations to the tone of 24.57% is 

expected to be paid either within the next 12-month period or the current fiscal year of the 

business. The minimum short term debt incurred by the sampled firms stood at 8% and 

maximum short term debt the sample firms utilized in their business operation is 62% at a 

standard deviation of 0.1768.  Averagely, the proportion of long-term debt used to finance the 

assets of the sampled firms’ business is 34.64%, a minimum of 13% and maximum long term debt at 

73% with a standard deviation of 0.1809. The mean value of 0.6357 evidenced that 63.57% of the 

sampled companies’ assets are provided via debt, with a minimum debt ratio at 33% and a 

maximum debt ratio of 89%, while the standard deviation stood at 0.1846. 

 

Table 2: Pearson Correlation Matrix 

 

OCF STF LTF 

OCF 1.0000   

STF -0.2582 1.0000 

 
LTF 0.5069 -0.2669 1.0000 

Source: E-Views Correlation Output, 2022 
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Interpretation of Pearson Correlation Matrix 

The result of the Pearson correlation output in table 4.2 shows that there is a negative 

relationship between OCF and STF at a coefficient factor of -0.2582. On the other hand, OCF 

seems to relate positively with LTF at the coefficient values of 0.5069.  

Test of Hypotheses  

Test of Hypothesis I  

Ho1: Short term financing has no significant effect on operating cash flow performance of 

quoted manufacturing firms in Nigeria  

H1: Short term financing has significant effect on operating cash flow performance of quoted 

manufacturing firms in Nigeria.  

 

Test of Hypothesis II  

Ho2: Long term financing has no significant effect on operating cash flow performance of 

quoted manufacturing firms in Nigeria.  

H2: Long term financing has significant effect on operating cash flow performance of quoted 

manufacturing firms in Nigeria.  

Table 3: Test of Multicollinearity  
Variance Inflation Factors 

Date: 04/22/22   Time: 18:22 

Sample: 2008 2021 

Included observations: 14 

    
     Coefficient Uncentered Centered 

Variable Variance VIF VIF 

    
    C  0.490294  615.5040  NA 

STF  0.000545  10.33067  2.462500 

LTF  0.000682  790.2362  5.176849 

    
    

Source: E-Views 10.0 output file, 2022 

A rule of thumb to detect multicollinearity is that when the Variance Inflation Factor (VIF) is 

greater than 10, then there is a problem of multicollinearity. Consequent upon the rule of 

thumb, it could be seen that the variance inflation factors (VIF) for STF =2.462500; LTF = 

5.176849; and none of the values for the Centered VIF is above 10.0, thus an indication that 

the variables are free from multicollineaarity problem. 
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Table 4: Panel Least Square Regression analysis testing the effect of STF, LTF on OCF 
Dependent Variable: OCF   

Method: Panel Least Squares   

Date: 04/22/22   Time: 17:59   

Sample: 2008 2021   

Periods included: 14   

Cross-sections included: 21   

Total panel (balanced) observations: 294  

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 0.017738 0.003628 4.888872 0.0000 

STF -0.013240 0.004983 -2.657122 0.0083 

LTF 0.032439 0.005055 6.416840 0.0000 

     
     R-squared 0.342123     Mean dependent var 0.046174 

Adjusted R-squared 0.335317     S.D. dependent var 0.017192 

S.E. of regression 0.014016     Akaike info criterion -5.683732 

Sum squared resid 0.056969     Schwarz criterion -5.633616 

Log likelihood 839.5087     Hannan-Quinn criter. -5.663662 

F-statistic 50.27052     Durbin-Watson stat 2.018530 

Prob(F-statistic) 0.000000    

     
     

Source: E-Views 10.0 Regression Output, 2022 

Interpretation of Regression Result 

Table 4 proves that the functional relationship between the dependent and independent 

variables is:  OCF = 0.017738 - 0.013240STF + 0.032439LTF.  

The implication of the regression model is that holding other factors constant, a unit increase 

in STF will cause OCF to reduce by 1.77%, while a unit increase in LTF will exert 3.24% 

increase in OCF. The table revealed that STF is negatively and significantly correlated with 

the OCF, while, LTF has a positive and significant relationship with OCF of quoted 

manufacturing firms in Nigeria. The beta coefficient of the variables; β1 is -0.013240; β2 = 

0.032439; β3 = 0.032173. The slope coefficients indicate that X1 = 0.0083 < 0.05; X2 = 

0.0000< 0.05. A significant negative relationship exists between STF and OCF; a positive 

and significant relationship exists between LTF and OCF.  As evident in table 4, the adjusted 

R
2
 is 0.335317. This means that approximately 33.53% of the variations in the sampled 

firms’ OCF can be explained jointly by STF, and LTF. 

 Decision 

The overall regression result with a P-Value = 0.000000 evidenced that STF, LTF and TDF 

exert a significant effect on OCF, thus providing a basis for accepting the alternative 

hypotheses, which states that Short Term Financing, Long Term Financing and Total Debt 

Financing have a significant effect on operating cash flow performance of quoted 

manufacturing companies in Nigeria at 5% level of significance. 

 

Discussion of Findings 

This study ascertained the effect of credit financing on cash flow performance of quoted 

manufacturing companies in Nigeria for a fourteen (14) year period covering from 2008-

2021. The independent variable (credit financing) was proxied by short term financing, long 

term financing and total debt financing while cash flow performance which is dependent 

variable of the study was measured with Operating Cash Flow. 
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The overall regression result with a P-Value = 0.000000 evidenced that STF, and LTF exert a 

significant effect on OCF, thus providing a basis for accepting the alternative hypotheses, 

which states that Short Term Financing and Long Term Financing have a significant effect on 

operating cash flow performance of quoted manufacturing companies in Nigeria at 5% level 

of significance. The finding of this study supports the works of Habib, Muhammad, Popp and 

Rakos (2022); Adegbie and Otitolaiye (2022); Nabil-Ahmed, Anwar-Ahmad Mosab and Al-

Homaidi (2021); Nguyen and Nguyen (2020); Dinh and Pham (2020). 

 

CONCLUSION AND RECOMMENDATIONS 

Conclusion  

This study assessed the effect of credit financing on cash flow performance of quoted 

manufacturing companies in Nigeria for a fourteen (14) year period covering from 2008-

2021. The independent variable (credit financing) was proxied by short term financing, long 

term financing and total debt financing while cash flow performance which is dependent 

variable of the study was measured with Operating Cash Flow. The study obtained data from 

annual reports and account and publications of the manufacturing firms that operated during 

2008-2021.  With the aid of E-Views 10.0, Descriptive Statistics of this study was applied, 

while Inferential Statistics using Pearson correlation coefficient, Multicollinearity test, Panel 

Least Square regression analysis and Hausman Test were employed. This study revealed that 

Short Term Financing has a significant but negative effect on operating cash flow (p-value = 

0.0083 < 0.05; β = -0.013240); Long Term Financing has a significant and positive effect on 

operating cash flow (p-value = 0.0000 < 0.05; β = 0.032439). In conclusion, this study holds 

that Credit Financing has a significant effect on Cash Flow Performance of quoted 

manufacturing firms in Nigeria. 

Recommendations 

On the premise of these study findings, the following recommendations were made: 

i. In order to reverse the inverse relationship between short term debt and operating cash 

flow, firms should always ensure that cash is available to satisfy the operating capital 

needs of a business, since, short-term debt is used to keep a business running during 

times when the revenue stream temporarily is insufficient to meet operational needs. 

ii. Considering the positive effect of long term financing on operating cash flow, it is 

suggested that firms should always consider long term financing for the provision of 

greater flexibility and resources to fund various capital need and reduce dependence 

on any one capital source, which would also enable companies to spread out their 

debt maturities. 
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