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Abstract  

The impact of working capital management on the financial performance of food and 

beverage companies listed on the Nigerian Stock Exchange was investigated in this study. 

The study assessed the effects of account receivable on manufacturing firms' return on assets, 

as well as the effects of account payable on manufacturing companies' return on assets. The 

study used an ex-post-factor research design. From a population of twelve (12) food and 

beverage firms listed on the Nigerian Stock Exchange, a sample of nine (9) was chosen. The 

data for the study came from the sampled companies' annual reports and accounts, and the 

hypotheses were tested using regression analysis in E-View 9.0. The study discovered that 

accounts receivable has a beneficial impact on a firm's return on assets, however this effect is 

not statistically significant. Accounts payable also has a negative impact on enterprises' 

return on assets, which is statistically significant. Based on the findings, this study 

recommends that corporate firms maintain and carefully implement policies that promote 

speedier debt collection while minimizing the risk of bad debts and customer loss, which will 

improve firms' financial performance. 

Keywords: Account receivable, Account payable, and Return on assets 

 

mailto:cyogbodo2016@yahoo.com
mailto:uzomaokeke935@gmail.com


International Journal of Advanced Academic Research | ISSN: 2488-9849 

Vol. 7, Issue 8 (August, 2021) | www.ijaar.org  

 

2 
 

1.0 Introduction 

Working capital management (WCM) is a contentious topic in short-term financial 

management, and it is a critical yet difficult financial choice for any business (Tanveer, 

Nazir, Khan, Muhammed & Sadaf, 2016). Firms are clamoring for the lowest possible level 

of working capital (WC) in order to optimize their value. All businesses want to be profitable, 

so having enough cash on hand to meet short-term obligations and making the best possible 

WC decision will help the company perform better (Horne & Watchowitz 2000). 

The term "working capital" refers to the difference between current assets and current 

liabilities. As a result, working capital equals the value of raw materials, work-in-progress, 

finished goods, inventories, and account receivables, less cash and equivalent. Working 

capital's goal is to strike a balance between having enough working capital and ensuring that 

the business is liquid, but not so much that the level of working capital affects profitability, 

which could indicate poor financial management.  Owolabi and Alayemi (2010) stated that 

efficient management of working capital is a fundamental part of the overall corporate 

strategy to creating shareholders’ value.  A firm’s investment in current assets such as cash, 

bank deposits, short term securities, accounts receivables and inventories are called working 

capital. To put it differently, net working capital is the surplus of current assets over the short 

term liabilities and represents the liquidity margin available to meet the cash demands in 

order to maintain the daily operations and benefits from the profitable investment 

opportunities. Therefore it is possible to say that working capital can be regarded as life wire 

of the firm and its inefficient management may lead the firm to bankruptcy (Duru & 

Anastasia, 2014).  

In this paradigm, working capital management refers to the decision to manipulate ratios by 

managing the relationship between a company's current assets and current liabilities. One of 

the purposes of working capital management is to provide sufficient liquidity to sustain a 

company's activities and meet its obligations in order to improve its performance. Based on 

these assumptions, the researcher offers to look into the effects of working capital 

management on the financial performance of industrial enterprises listed on the Nigerian 

stock exchange. According to Oluboyede (2007), there have been incidents of working 

capital management problems in various Nigerian corporate enterprises. Situations exist 

where some promising investments with high rate of return have turned out to be failures and 

the companies become distressed because of inadequacy of working capital hence the 

researcher deem it necessary to write on it. The management of working capital is 

synonymous to the management of short term liquidity. 

Hence the crucial part of managing working capital is maintaining the required liquidity in 

day to day operation to ensure firm’s smooth running and to meet its obligation. Maintaining 

optimal level of working capital is the central aspect of the problem as it is strongly related to 

the tradeoff between risk and return.  

Value creation is a significant source of competitive advantage in firms and is an integral 

aspect of overall corporate strategy. A company's principal goal is to increase shareholder 

value. The profitability that accrues to the business is one of the primary determinants of the 

shareholders value. The question then becomes how to manage working capital in order to 

improve the financial performance of the company. For a realistic conclusion, the importance 

of carefully selecting variable combinations for the dependent and independent variables 

cannot be overstated. As a result, the goal of this study was to determine the impact of 

working capital management on the financial performance of food and beverage companies 

in the United States. The main objective of this study is to examine the effects of working 
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capital management on the financial performance of food and beverage companies quoted on 

the Nigeria Stock Exchange.  

The specific objective s includes: 

1. To ascertain the effects of account receivable on return on asset of food and beverage 

companies in Nigeria. 

2.  To evaluate the effects of account payable on return on asset of food and beverage 

companies in Nigeria. 

 
2.0 Review of Related Literature 

2.1 Concept of Working Capital 

Working capital is the circulating or operating capital of a business that is regularly and 

routinely turned over in the course of generating revenue for the company (Ibenta, (2005). 

This refers to the time between the cash outlay for raw materials and the cash inflow from 

sales of items. To put it another way, it's the average time raw materials stay in stock minus 

the time it takes to produce the goods + the time it takes for customers to pay for the goods 

(Ama & Joseph, 2016). 

Working capital, both gross and net, referred to a company's investment in current assets. 

Cash, short-term securities debt (accounts receivables or book debt), stock (inventory), and 

bills receivables are all examples of current assets. This has to deal with the discrepancies 

between current assets and current liabilities. Outsider claims that are projected to mature for 

payment within an accounting period are referred to as current liabilities. As a result, there 

are overdue expenses in accounts payable. A positive net working capital exists when current 

assets exceed current liabilities, and vice versa. Current asset management is concerned with 

two aspects that is [a] optimization of investment in current assets and [b] how to finance 

current assets (Pandy, 2005). He further opines that investment in current assets should just 

be made adequate to meet the needs of the firm instead of excessive; stating that excessive 

investment in current assets impairs the firm’s profitability as idle investment earns nothing. 

Pandy (2005) also stated that inadequate amount of working capital can threaten solvency of 

the firm because of its ability to meet its current obligation as they fall due. 

The function of capital can be described as ‘purposes of capital required in executing daily 

procedures of the industry effortlessly’. The organization of the waged capital is 

correspondingly imperative as the organization of continuing financial venture. Every 

consecutive business desires working money. Even a trade fully furnished with all fixed 

resources required is sure to ruin without: 

1. Sufficient supply of resources for dispensation: 

2. Cash to reimbursement for salaries; power and other charges; 

3. Creating a routine of complete goods to nourish the market place demand frequently; 

and 

4. The skill to give credit to consumers. All require waged capital. Operational capital is 

like the vital spark of a trade. The industry can’t carry on everyday activities deprived of 

the adequate functioning capital. 

In working capital management ‘there are many factors to be considered in determining the 

working capital required by a business. As identified by Nwankwo and Osho, (2010) factors 

such as: industry practice, corporate size, current assets, market share, nature of business, and 

business environments are significant determinants of working capital management in an 

organization. As cited in Valipour and Moradi, (2012). Zhou, (1995); and Su (2001) found in 
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their various studies that:  growth of the firm size and leverage among other factors affect the 

working capital of a company.  

There is no specific set of rules on formula to determine the working capital of firms.  

According to Adediran (2012), determinants of working capital also includes: sales and 

demands condition, technology and manufacturing policy; credit policy of the firm; operating 

efficiency, price level changes, credit granted by suppliers etc. Describing the above 

mentioned factors: in practice, trading and financial firms have a very small investment in 

fixed assets but require a large sum of money to be invested in working capital. In contrast 

public utilities have a very limited need for working capital and have to invest abundantly in 

fixed assets. There is a relationship between volume of sales and the working capital needs of 

an organization. Practically current assets will have to be employed before growth takes 

place. Hence it is necessary to make advance planning of working capital for growing firm on 

a continuous basis. The manufacturing cycle comprises of the purchase and the use of raw 

materials and the production of finished goods. The longer the manufacturing cycles the 

larger will be the firm’s working capital requirements.  

The credit policy of the firm affects the working capital by influencing the level of debtors. 

Credit policy is shaped by the industry norms and practices, it also determines credit terms to 

be granted to customers. Operating efficiency relates to the optimum utilization of resources 

at minimum costs. A firm will be contributing effectively in keeping the working capital 

investment at a lower level if it is efficient in controlling operating costs and utilizing current 

assets. A firm will need less working capital if liberal credit terms are available to it likewise 

the availability of credit from banks also influences the working capital needs of the firm. A 

firm which can get bank credit easily on favorable conditions will operate with less working 

capital than a firm without such facility. 

 

2.2 Account Receivable Management 

Profit may only be called real profit after the receivables are turned into cash. The 

management of accounts receivable is largely influenced by the credit policy and collection 

procedure. A credit policy specifies requirement to value the worth of customers and a 

collection procedure provides guidelines to collect unpaid invoice that will reduce delays for 

customers who have not yet made payments for goods or services and outstanding 

receivables.  

Aligning the management between cash inventory and payable are important and a stimulus 

to researchers studies to integrate the working capital management (WCM) components. 

Account receivables which the firm has provided; the objective of debtor management is to 

minimize the payment. In this respect account receivable [AR] is calculated as receivables 

divided by sales. This variable represents the rate at which the firm collects payment from its 

customers. Management account payable is one of the major sources of secured short-term 

financing (Gitman, 2009; Hills & Santoris, 1992). Utilizing the value of relationship with 

payee is a sound objective that should be highlighted as important as having the optimal level 

of preventions (Hill and Sartorial, 1992). As a consequence strong alliance between company 

and strategically improve production lines and strengthen credit record for future expansion.  

Singh (2004) stated that the liquidity of petitionary firm mainly depends’ upon accounts 

receivable collection and payable deferred policy as well as inventories conversion period of 

firm.  Creditor is vital part of effective cash position. Purchasing initiates cash out flows and 

over-zealous purchasing function can create liquidity problems. 
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The receivables turnover ratio is an accounting measure used to quantify a company's 

effectiveness in collecting its accounts receivable, or the money owed by customers or 

clients. This ratio measures how well a company uses and manages the credit it extends to 

customers and how quickly that short-term debt is collected or is paid. A firm that is efficient 

at collecting on its payments due will have a higher accounts receivable turnover ratio. 

 

2.3 Accounts’ Payable 

Accounts payable are the clients who are willing or have supplied materials and services to 

the specified business entity on credit terms. Thus the credit management method is affected 

by collecting and controlling of the payments from the customers (Pandey, 2010). Based on 

the concept of accounts payables, strategies are adopted in the organizations or private 

medical facilities to ensure that they maintain an effective level of credit and management of 

the payables accounts. This entails day to day duty of credit analysis ‘credit classification 

ratings and reporting to the decision making arm in the organization (Gill, 2010). Padachi 

(2011) opined that a sound credit policy is the blue print for how the company communicates 

with and treats its most valuable asset, the customers. Gill (2010) proposes that a credit 

policy creates a common set of goals for the organization and recognizes the credit and 

collection department as an important contributor to the organizations strategies. If the credit 

policy is correctly formulated ‘carried out and well understood at all levels of financial 

institution’ it allows management to maintain proper standards of the bank loans to avoid 

unnecessary risks and correctly assess the opportunities for business development (Kombo & 

Wekesa, 2017). 

The accounts payable turnover ratio is a short-term liquidity measure used to quantify the rate 

at which a company pays off its suppliers. Accounts payable turnover shows how many times 

a company pays off its accounts payable during a period. 

Accounts payable are short-term debt that a company owes to its suppliers and creditors. The 

accounts payable turnover ratio shows how efficient a company is at paying its suppliers and 

short-term debts. 

The AP Turnover Ratio Formula 

=           TSP 

BAP – EAP/2 

Where: 

AP = Accounts payable 

TSP = Total supply purchases 

BAP = Beginning accounts payable 

EAP = Ending accounts payable 

2.5 Review of Empirical Studies 

Many researchers have looked at working capital from various perspectives and in various 

settings. However, the ones that have proven to be useful will be examined. Azam and Haider 

(2012) used canonical correlation analysis to identify the association between working capital 

management and company performance for non-financial institutions listed on the Karachi 

Stock Exchange. Working capital management was revealed to have a substantial impact on 

business performance, and the study suggested that managers can boost shareholder value 

and return on asset by reducing inventory size and cash conversion cycle. Lyroudi and 

Lazaridis (2002) used food industry in Greece to examine the cash conversion cycle (CCC) as 

a liquidity indicator of the forms and tries to determine its relationship with the current and 

quick ratios ‘with its variables and investigates the implication of the CCC in terms of 

https://www.investopedia.com/terms/a/accountsreceivable.asp
https://www.investopedia.com/terms/s/shorttermdebt.asp
https://www.investopedia.com/terms/q/quickratio.asp
https://www.investopedia.com/terms/a/accountspayable.asp
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profitability’ intentness and firm size.  The result of their study indicates that there is a 

significant positive relationship between the cash conversion cycle and the traditional 

liquidity measures and quick ratios. The cash conversion cycle also positively related to the 

return on assets and the net profit margin but had no linear relationship with the leverage 

ratios.  Conversely ‘the current and quick ratios had negative relationship with debt to equity 

ratio’ and a positive one with the times interest earned ratio. Finally’ there is no difference 

between the liquidity ratios of large and small firms. Martin (2003) revealed that ‘working 

capital is the firm’s investment in current assets. Current assets comprises of all assets that 

the firm expects to convert into cash within the year. Managing the firm’s working capital 

however means more than simply managing the firm’s liquidity. It involves managing the 

firm’s investment in current assets and its use of current liabilities. Investing in current assets 

was found to reduce the firm’s risk of liquidity at the expense of lowering its overall rate of 

return on its investment in assets. Furthermore, the use of long term sources of financing was 

found to enhance the firm’s liquidity while reducing its rate of return on assets.  

Nestle Nigeria Plc was chosen for a five-year period from 2004 to 2009 by Owolabi and 

Alayemi (2012) to explore the effects of financial strategy on liquidity. The impacts of 

several working capital management factors, such as current ration and collection days, on 

the gross profit movement coefficient were studied. The results demonstrate that current ratio 

and profitability have a negative relationship. This indicates that as the current ratio falls, 

profit rises. The collection days, on the other hand, were regressed against the Return on 

Capital Employed [ROCE], revealing a negative connection between [0.40] collection days 

and ROCE. This indicates that as collection days are reduced there will be increase in 

profitability. The firm should be aggressive in the management of its working capital to 

improve profitability. Lazaridis and Tryfonidis (2012) studied the relationship between 

working capital management and profitability of the listed companies in the Athens stock 

exchange. The relationship was found to be positive. They measured gross operating profit 

and the cash conversion cycle. Usama (2012) selected the other food sectors and selected the 

data from 2006 to 2010 of 18 companies of this sector listed own Karachi stock exchange. He 

examines the different variables of working capital management: average collection period; 

average payment period; inventory turnover in days; cash conversion cycle; debt ratio; 

financial asset to total asset ratio; current ratio and net operating profitability. Pooled least 

square regression and common effect model was used. It was found that there is significant 

positive effect of working capital management on profitability and liquidity of the firms.  

Ijeoma and Ezejiofor (2013) investigated whether corporate governance plays a significant 

role in ensuring accountability and transparency in order to improve an organization's 

performance, as well as whether corporate governance can assist organizations in fulfilling 

their social responsibilities to the environment. The owners and employees of seven small 

and medium businesses (SMEs) in Nigeria's Anambra state took part in the study. The study's 

data was gathered from both primary and secondary sources. The Two Way ANOVA for 

opinion differences was used to analyze and test the hypotheses for this article. As a result, 

the study concludes that corporate governance aids in the detection of fraud. Mobeen, 

Raheman and Anjum (2013) empirically examined the effects of working capital 

management on the profitability of Pakistan cement industry. Secondary data was collected 

from annual reports and the sample size is 10 consisting between working capital 

management and profitability on the cement sector of Pakistan. Kemisol and Jacob (2014) 

examined the effect of working capital management on market value of quoted food and 

beverages manufacturing firms in Nigeria. Working capital management was proxies by 

account collection period (ACP); inventory conversion period (ICP); account payment period 

(APP); cash conversion cycle (CCC) and aggressive investment policy (AIP) while market 
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value was proxies by Tobin Q. survey research design was employed using primary data. 

Pearson product moment correlation and multiple regression analysis were used to determine 

the effect. The study found out that working capital management had significant positive 

effect on market value of foods and beverages manufacturing firms in Nigeria. Also the 

outcome of this study shows that cash conversion cycle; account collection period; inventory 

conversion period; account payment period; and aggressive investment policy had significant 

effect on market value of foods and beverages of manufacturing firms in Nigeria. Mike 

(2014) determined whether the internal financial activities of working capital management 

affect the performance of Nigerian manufacturing companies. Data covering 2002 to 2011 

from published financial statements of a panel of 75 manufacturing firms quoted on the 

Nigerian stock exchange [NSE] are analyzed using to three alternative regression methods 

;namely: fixed effects ; random effects; and one step difference GMM. They find that 

working capital management is an important determinant of manufacturing performance in 

Nigeria. In particular, receivable conversion period and inventory conversion period are 

directly or positively related to manufacturing performance. On the other hand payable 

deferral period; cash conversion cycle and the debt equity ratio period are inversely or 

negatively related to manufacturing performance. Additionally, liquidity (measured as quick 

ratio) has no significant relationship with manufacturing performance. Accordingly we 

recommend liberal debt and aggressive inventory management strategies together with the 

pursuit of optimum debt profile to improve Nigerians manufacturing performance. Anastasia 

(2014) investigated the impact of working capital management on the profitability of publicly 

traded Nigerian manufacturing companies. Accounts payable, accounts receivable, cash 

conversion cycle, stock/inventory turnover, and liquidity are the working capital variables 

investigated. The impact of working capital management on the profitability of Nigerian 

enterprises was also investigated using sales growth and debt t as control variables. 

Secondary data was gathered from the annual reports of the 22 industrial companies included 

for this study from 2000 to 2011. The generalized least square multiple regression method 

was used to estimate five hypotheses. The research's findings show that account payable ratio 

(AP) had negative relationship with the industries profitability. On the other hand account 

receivable ratio (AR) had positive and significant relationship with the profitability of firm 

studied.  Stock turnover ratio had negative and significant relationship with the profitability 

of the firms under study. Results also show that firms cash conversion cycle (CCC) had 

positive but non-significant relationship with industries profitability; and liquidity ratio had 

negative relationship with the industries profitability. Nasieku and Weame (2016) established 

the effects of working capital management on the financial performance of listed 

manufacturing firms in Kenya. Specifically the study sought to determine the effect of 

creditor management; debtor management; inventory management and cash management on 

the financial performance of listed manufacturing firms in Kenya. The study adopted a 

quantitative research design. The target population was the 10 listed manufacturing firms in 

Kenya as provided by the Nairobi Securities Exchange (NSE) database. Data obtained from 

audited financial reports of the individual listed manufacturing firms for a period of ten years 

from 2005 to 2014. Panel data model was adopted in data collection and analysis. The 

findings were that there exist a positive relationship between creditor management and 

financial performance of the firms. The study also showed that there exist a negative 

relationship between debtor management; inventory management as well as cash 

management and financial performance of the firms. This study concluded that working 

capital management significantly impacted on the financial performance of the listed 

manufacturing firms in Kenya over the ten year period.  Tanveer, Muhammad and Sadat 

(2016) explored the impact of working capital management (WCM) on firm’s performance of 

chosen manufacturing firms listed in Karachi stock exchange (KSE). The quantitative 
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research methods; correlation matrix and multiple regressions; secondary data was used. A 

random sample of 50 listed non-financial companies on Pakistan stock market was selected 

for the period ranging from year 2005 to 2014. The WCM has been used as an independent 

variable i.e. inventory turnover (ITO) cash conversion cycle (CCC); average collection 

period(ACP) and average payment period (APP).the firm performance(FP) has been used as 

dependent variable; i.e. return on asset(ROA)return on equity(ROE)and earnings per 

share(EPS). The result of multiple regression articulated that the APP; ITO and CCC have 

negative and significant impact on ROA.  While APP has negative significant impact on 

ROE; The ITO has negative significant impact on EPS while ACP has positive and 

statistically significant impact on performance of the firm. The result of the study advocated 

that the FP of the selected firms is influenced by WCM. The implications of working capital 

on the financial performance of private medical facilities in Mombasa County were 

investigated by Josephine and Moses (2017). The study sample size was 37 respondents from 

Mombasa County's private medical facilities, representing 25% of the target population. The 

study used a descriptive research approach, which was then processed using SPSS to produce 

demographic data for analysis. According to the findings, there was an 86 percent response 

rate. The regression equation revealed a substantial correlation between financial 

performance and account accruals and account receivables, but a negative correlation 

between accounts payable and cash conversion cycle. Working capital management (WCM) 

and financial performance of Nigerian oil businesses were investigated by Uwaoma and 

Wakoma (2017). The Quasi Experimental design was used in this study. The Pearson Product 

Moment Correlation was used to test the hypotheses (PPMC). The results of the data analysis 

show that there is a progressive and absolutely large association between investing and 

financing regulations and return on assets (ROA); and that there is a neutral and modest 

relationship between both financing and investing policies and earnings per share (EPS). In 

addition, there is a little but unfavorable association between investment and financing rules 

and return on equity (ROE). Conclusively; WCM impacts performance of Nigerian firms 

primarily from the domain of ROA. Awunye (2018) studied effect of working capital 

management policies of financial performance of commercial and services sector firms using 

eleven (11) commercial and services sectors firms listed in Nairobi Security Exchange for the 

last 5 years starting from 2012-2016. The research employed both descriptive quantitative 

research techniques. The research utilized secondary data source. The study concluded that 

WCM has two categories: Conservative and Aggressive. Conservative investigation strategy 

in WCM causes the increase of liquidity. In implementing conservative policies, the risk of 

the inability to pay maturing obligations is minimized. In an aggressive strategy, management 

with the lowest current asset try to take maximum advantage from current debts and long 

term assets so as to improve profitability. The results indicated that none of the determinants 

tested in this study has a significant influence on financial performance. All of the variables 

with the expectation of leverage had a positive effect on performance as measured by return 

on asset (ROA).  Olaniyi, Ayo & Nzewi (2019), examined the relationship between the 

Working Capital Management and Financial performance of material manufacturing 

companies in Nigeria. The study is anchored with fisher’s separations theory. The study used 

Ex-post factor research design. Secondary source of data were used to extract financial 

statements of the sampled firms for the year 2001 to 2015. Random sampling techniques 

were adopted ordinary least square regression model were used, which revealed that debtors, 

creditors of inventory has no significant relationship with return on investment of 

manufacturing companies in Nigeria. Nguye (2020) investigated the impact of WCM factors 

on the profitability of steel businesses listed on the New York Stock Exchange. Data was 

acquired from organizations' audited financial structures during a ten-year period, from 2010 

to 2019, using the program stata version 14. Due to the specifics of the industry as well as the 
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various stages of economic development connected with the state's economic management 

policies, the results suggested that WCM has a significant impact on the profitability of 

previously published research. According to Adebayo and Adisa (2020), they conducted a 

study on capital structure and financial performance using 71 businesses listed on the NSE as 

of December 31, 2017. The information was gathered from a secondary source (annual 

reports of sampled companies). The researchers used both descriptive and inferential statistics 

in their research. The study's findings revealed that capital structure has an impact on the 

performance of listed companies in Nigeria. The researchers came to the conclusion that 

capital structure has a major impact on the financial performance of Nigerian listed industrial 

enterprises. Working capital management and financial performance have been the subject of 

several studies. The majority of these studies, however, were done during a period in the 

country when local manufacturing enterprises were not under the same strain as they are now.  

Some of these studies were carried out in industrialized countries that have reached complete 

industrialization and rely heavily on industry as a source of revenue. As a result, the purpose 

of this study was to evaluate the impact of working capital management to the financial 

performance of manufacturing enterprises in Nigeria during a period of economic turmoil and 

rapid inflation. In April 2021, the unemployment rate was 18.77 percent. 
 

3.0 Research Methodology 

3.1 Research Design 

In carrying out this study, an Ex Post Facto research design will be adopted. This design is 

adopted because it attempts to explore causes or factors that are associated with certain 

behavior or events by analyzing the past and present occurrences. The researcher makes use 

of secondary data.  

3.2 Population and Sample Size of the Study 
The population of this study covered twelve Foods and Beverages companies quoted on the 

Nigerian Stock Exchange as at 2020. These Food and Beverages companies are as follows;  

1. 7-Up Bottling Company Plc.  

2. Cadbury Nigeria Plc.  

3. Dangote Flour Mills Plc.  

4. Dangote Sugar Refinery Plc.  

5. Ferdinand Oil Mills Plc.  

6. Flour Mills Nigeria Plc.  

7. Foremost Dairies Plc.  

8. National Salt Co. Nigeria Plc.  

9. Nestle Foods Nigeria Plc.  

10. Nigerian Bottling Company Plc  

11. Northern Nigeria Flour Mills Plc.  

12. Union Dicon Salt Plc.  

3.3 Sources of Data Collection 

To obtain reliable information that will help the researcher to ensure the effectiveness of the 

study in question, data will be collected from only secondary sources. This data will be 

extracted from the annual reports and audited accounts of the companies under assessment, 

which includes: account receivable [AR]; and account payable [AP]  

3.5 Data analysis method  

Using the E-views version 9.0 statistical program, multiple regression statistical procedures 

were used to analyze the hypotheses made in this research endeavor. E-views offer a variety 

of statistical techniques for analyzing data and evaluating study hypotheses.  



International Journal of Advanced Academic Research | ISSN: 2488-9849 

Vol. 7, Issue 8 (August, 2021) | www.ijaar.org  

 

10 
 

If the calculated P-value is less than 0.05, reject the null hypothesis and accept the alternate 

hypothesis. If the estimated P value is larger than 0.05, accept the null hypothesis, and the 

alternate hypothesis will be rejected. 

3.6 Model Specification 

For the purpose of this study; the multiple regression analysis will be used, where dependent 

variable is influenced by several independent variables.  

This study modified the Madugba and Ogbonnaya (2016) model; as presented below: 

EPS=f (APP, ACP)…………………………………………………..  (i)  

EPS = β0 + β1APP + β2ACP…………………………………………(ii)  

ROCE= f (APP, ACP)………………… …………………………….(iii)  

ROCE=β0 + β1 APP + β2 ACP…………………………………….. (iv)  

Where: 

EPS= Earnings Per Share  

ROCE= Return on Capital Employed  

APP= Average payment period  

ACP= Average collection payment.  

Substituting the independent variables in the model we have:  

ROA= βo + β1AR + β2AP +…………..…………………….... i    

Where: 

ROA = Return on Assets 

AR= Account Receivable 

AP=Account Payable 

 
4.0 DATA PRESENTATION, ANALYSIS AND INTERPRETATION 

4.1 Data Analysis 

Table 1: Descriptive Statistics 
 ROA AR AP 

 Mean  0.019667  5.161111  1.607778 

 Median  0.021000  5.160000  1.560000 

 Maximum  0.036000  9.110000  3.360000 

 Minimum -0.015000  0.600000  0.750000 

 Std. Dev.  0.014739  2.504458  0.769574 

 Skewness -1.420199 -0.225661  1.305393 

 Kurtosis  4.644553  2.636417  4.091890 

 Jarque-Bera  4.039655  0.125957  3.003160 

 Probability  0.132678  0.938964  0.222778 

 Sum  0.177000  46.45000  14.47000 

 Sum Sq. Dev.  0.001738  50.17849  4.737956 

 Observations  9  9  9 

Each variable's mean, maximum and minimum values, standard deviation, skewness, 

and Jarque-Bera (JB) statistics are shown above (normality test). The above table's 

results gave some insight into the characteristics of the selected Nigerian listed 

companies employed in this study.  

To begin, the study found that the sampled listed firms in Nigeria had a positive return 

on assets (ROA = 0.019667) on average during a ten-year period (2010-2019). 

Furthermore, the substantial disparity between the maximum and minimum amount of 

account receivable, account payable, and inventory suggests that the sampled quoted 

firms in this study are not dominated by enterprises with big accounts receivable, 

account payable, and inventory. 
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Second, the investigation found that the average inventory value for the time was 16015551, 

with the highest value being 26746587 and the lowest being 7056231. This demonstrates that 

the majority of Nigeria’s publicly traded companies has a high market value or is more 

valuable as an investment. Finally, the Jarque-Bera (JB) test, which checks for normality or 

the presence of outliers or extreme values among the variables, indicates that all of our 

variables are normally distributed and significant at the 5% level, indicating that the results 

can be generalized. This also indicates that the pooled regression models can be estimated 

using least square regression. 
 

Test of Hypotheses 

 
Table 2: ROA Pooled Regression Results 

Dependent Variable: ROA   

Method: Least Squares   

Date: 05/08/21   Time: 23:24   

Sample: 2010 2019   

Included observations: 9   

     
     
Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 0.044766 0.015875 2.819971 0.0371 

AR 0.000957 0.001700 0.563324 0.5975 

AP -0.015747 0.004833 -3.257948 0.0225 

     
     R-squared 0.695403     Mean dependent var 0.019667 

Adjusted R-squared 0.512644     S.D. dependent var 0.014739 

S.E. of regression 0.010290     Akaike info criterion -6.014243 

Sum squared resid 0.000529     Schwarz criterion -5.926588 

Log likelihood 31.06409     Hannan-Quinn criter. -6.203403 

F-statistic 3.805035     Durbin-Watson stat 1.948398 

Prob(F-statistic) 0.092194    

     
     

In table 2, R-squared and adjusted Squared values were (0.695) and (0.513) respectively. This 

indicates that all the independent variables jointly explain about 70% of the systematic 

variations in return on assets (ROA) of our samples firms over the ten years periods (2010-

2019). The F-statistics (3.805) and its P-value (0.092) show that the ROA regression model is 

well specified, thereby, making the regression fit for prediction purpose. 

 

Test of Autocorrelation: using Durbin-Waston (DW) statistics which we obtained from our 

regression result in table2, it is observed that DW statistics is 1.948 and an Akika Info 

Criterion and Schwarz Criterion which are -6.203 and -5.927 respectively also further 

confirms that our model is well specified. In addition to the above, the specific findings from 

each explanatory variable are provided as follows: 

 

Hypothesis One  

Ho: Account receivable has no significant effect on return on asset of food and beverage 

companies in Nigeria. 

HI: Account receivable has significant effect on return on asset of food and beverage 

companies in Nigeria. 

Based on a t-value of 0.563324 and a p-value of 0.598, account receivable (AR) was shown 

to have a positive effect on our sampled quoted firms, however this effect was not significant 

because the p-value was higher than 0.05. As a result of this finding, we should accept our 
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null hypothesis, which indicates that account receivable has no substantial impact on food 

and beverage enterprises' return on assets in Nigeria. 

 

Hypothesis Two 

Ho: Account payable does not significantly affect the return on asset of food and beverage 

companies in Nigeria. 

HI: Account payable significantly affects the return on asset of food and beverage companies 

in Nigeria. 

Accounts receivable (AP) was shown to have a negative influence on our sampled quoted 

firms, with a t-value of -3.25795 and a p-value of 0.023, however this effect was significant 

because the p-value was less than 0.05. As a result of this finding, we should accept our 

alternative hypothesis, which argues that account payable has a considerable impact on the 

return on assets of Nigerian food and beverage enterprises.. 

4.3 Interpretation of Findings  

The study discovered that accounts receivable has a beneficial impact on a firm's return on 

assets, however this effect is not statistically significant. This finding is consistent with the 

findings of Mobeen, Raheman, and Anjum (2013), who discovered that working capital 

management had a considerable impact on the profitability of the Pakistan cement business. 

The findings contradict those of Egbide (2009), who discovered that only debtors' collection 

periods had a substantial negative link with profitability, whereas inventory turnover, cash 

conversion, and creditors' payment periods have a significant positive relationship with 

profitability. Also that account payable has a negative effect on return on assets of firms and 

this effect was statistically significant. This result is in line with the study of Pedro and Pedro 

(2007) found very significant negative relationship between the return on assets and the 

number of days accounts receivable, number of 41 day’s inventory and the number of days 

account payable. 

Inventory has a negative influence on enterprises' return on assets, according to the analysis, 

however this effect is not statistically significant. This finding is consistent with Nobanee and 

Alhajjar (2005), who discovered that by decreasing the cash conversion cycle, receivable 

collection duration, and inventory conversion period, as well as increasing the payable 

deferral period, managers may boost the profitability of their companies. Also, according to 

Haruna (2016), all aspects of working capital management [cash management, inventory 

management, and accounts payable] have an impact on the performance of small and medium 

businesses. 

 

5.0 Conclusion and Recommendations 

5.1 Conclusion 
According to the empirical findings, account receivable has a beneficial effect on a firm's 

return on assets, however this effect is not statistically significant. In addition, both account 

payable and inventory have a negative impact on a firm's return on assets, but only account 

payable is statistically significant, whereas inventory is not. As a result, the research 

concludes that working capital management has an impact on the financial performance of 

Nigerian food and beverage enterprises. It is a sign that excellent working capital 

management is critical to a company's performance since it has a direct positive impact on the 

company's profitability. 

5.2 Recommendations 
The researcher suggests the following based on the findings of this study:  
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1. Corporate organizations must maintain and carefully implement procedures that promote 

faster debt collection while minimizing the risk of bad debts and customer loss, hence 

improving financial performance.  

2. Firms must also pay all of their debts or bills on time to avoid losing their customers in the 

long run. 
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