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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 is investigated in this study. The 

study used an ex-post-facto 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. Inventory has a negative 

influence on enterprises' return on assets, according to the study, however this effect is not 

statistically significant. As a result of the findings of this study, the researcher recommends 

that the management of these companies in Nigeria should exhibit carefulness in handling of 

stock/investors at least to ensure that their stock level will not be below the minimum stock 

level. 
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Introduction  

Working capital management has to do with using the fund that is needed to run the day to 

day operations of an organization effectively in order to achieve the aims and objectives of 

the organization which involves ability to settle or pay its financial obligations when it falls 

due thereby enhancing company’s financial growth (Nwankwo & Osho, 2010).  Working 

Capital Management is the totality of management of cash, debtor, prepayments, stocks, 

creditors, short term loans, accruals, etc. to ensure profitability of the firm. From the assertion 

made above, it could be said that it is possible to have enough working capital but not making 

maximum profit from it because of poor management of its components especially in the 

manufacturing sector (Ademola & Kemisol, 2014). 

Companies with insufficient current assets, according to Horne and Wachowitz (2000), may 

face shortages and have difficulty maintaining smooth operations. Managers spend a lot of 

effort on day-to-day difficulties affecting working capital decisions, according to Brealey, 

Myers, and Allen (2006). One reason for this is that current assets, which are short-term 

investments, are constantly transformed into other assets, such as inventory into sales, and 

sales into credit sales or debtors. 

Therefore improper management of current assets results in mismanagement of working 

capital which in turn affects the financial health of the firm adversely. The reason is because, 

first the amounts invested in working capital are often high in proportion to the total assets 

employed and so it is vital that these amounts are used in an efficient way. Secondly the 

management of working capital directly affects the liquidity and profitability of the corporate 

firm and consequently corporate net worth. Hence, working capital management aims at 

maintaining a balance between liquidity and profitability while, conducting the day to day 

operations of a business concern. 

The manufacturing sector contributes about 13.2% to gross domestic product of Nigeria. It is 

considered as the second largest sector of the economy of Nigeria. It is at large scale plays a 

pivotal role and contributes about 13.8% of overall employed or working labour force of 

Nigeria (Bagh, Nazir, Khan, Khan & Razzaq, 2016). In addition, it plays a significant role to 

the overall economic growth of Nigeria and community as well. A well calculated and 

employed working capital management is anticipated to add positively to the firm’s 

performance.  Holding of excess amounts of working capital can cause a decline in the 

profitability of a business (Lu, 2013). Excessive inventory and receivables investment 

diminishes business earnings, but insufficient investment increases the risk of not being able 

to satisfy commitments when they are due. As a result, the importance of maintaining an 

adequate level of working capital and its contribution to corporate sustainability is a concept 

that every organization should comprehend (Harris, 2005). Mekonnen (2011) who shared a 

similar viewpoint noted that efficient working capital management involves planning and 

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

inability to meet due short term obligations on the one hand and avoiding excessive 

investment in these assets on the other hand.  Working capital management is a very sensitive 

aspect of financial management, its management is important to the survival of any business. 

Much research had been done, both locally and globally, on the impact of working capital 

management on business financial performance. The majority of international studies, on the 

other hand, were undertaken in industrialized countries with more stable economies. Locally, 

though, they were largely done during a period when the country's economy appeared to be 

less volatile (Uwaoma and Wakoma, 2017; Adamu, 2016; Ike, 2016; Haruna, 2016; Duru, 

2014; Lawrence, Olayinka, Nwanneka & Uzoma, 2017; Lawrence, Olayinka, Nwanneka & 
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Uzoma, 2017). Regardless of these facts, the subject requires more thorough examination due 

to the importance of working capital management in local manufacturing firms especially in 

this period of economic instability and increasing rate of inflation in Nigeria.  

The prior findings were uncertain; some studies indicated a positive relationship while others 

reported a contrary view due to the nature of study design employed, and data analysis 

techniques used. The main objective of this study is to examine the effects of working capital 

management on the return on asset of food and beverage companies quoted on the Nigeria 

Stock Exchange.  

Review of Related Literature  

Measurement and Management of Working Capital  

For working capital management, several studies have utilized proxies such as the current 

ratio, quick ratio, net trade cycle, cash conversion cycle, and relative solvency ratio (Ademola 

and Kemisola, 2014). According to Singh and Asress (2010), Enyi created a sophisticated 

proxy for working capital management in 2005, Enyi argues that the standard and dynamic 

working capital indicators listed above are incapable of predicting a financial crisis that 

would most likely arise in the near future of a company enterprise's foundation. The model he 

devised is known as the Relative Solvency Ratio [RSR], and it can predict future financial 

crises. 

According to Olaniyi (2015), an efficient working capital management has to manage 

working capital in such a way that it eliminates risks of default on payment of short term 

obligations on one side and minimizes the change of excessive levels of working capital on 

the other side. This tradeoff is a choice between risk and return.  An investment with more 

risk will result in more return. Thus, a firm with high efficient level of working capital 

management will as a result of high financial management have high risk therefore high 

profitability and vice versa. When determining a working capital management policy, a firm 

has to consider both sides of the coin and try to find the right balance between risk and return.  

Working capital management is concerned with efficient and effective planning and 

controlling of short term financing and investment decisions of the firm. Firms’ primary 

objective is to maximize profit so as to achieve increase in share price and dividends, but this 

cannot be achieved without preserving liquidity of the company. Therefore, increasing 

profitability at the expense of liquidity may jeopardize the going concern of the business, and 

same goes for liquidity at the expense of profit. Hence, there should be a trade-off between 

profitability and liquidity of the firm (Ajayi & Odediran, 2017). 

   

Inventory 

The term "inventory" refers to the goods for sale as well as the raw materials utilized to make 

those goods. Inventory is one of a company's most valuable assets because inventory turnover 

is one of the key sources of revenue production and, as a result, earnings for the company's 

shareholders. A company's inventory is its collection of finished items or goods utilized in 

production. On a company's balance sheet, inventory is categorized as a current asset, and it 

serves as a buffer between manufacturing and order fulfillment. When an inventory item is 

sold, its carrying cost is transferred to the income statement's cost of goods sold (COGS) 

category. 

Inventory can be valued in three ways. The first-in, first-out (FIFO) method says that the cost 

of goods sold is based on the cost of the earliest purchased materials, while the carrying cost 

https://www.investopedia.com/terms/f/fifo.asp
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of remaining inventory is based on the cost of the latest purchased materials. The last-in, 

first-out (LIFO) method states that the cost of goods sold is valued using the cost of the latest 

purchased materials, while the value of the remaining inventory is based on the earliest 

purchased materials.
 
The weighted average method requires valuing both inventory and the 

cost of goods sold based on the average cost of all materials bought during the period. 

By broadening the definition to include "all work within the process of production-all work 

that is or has occurred prior to the completion of production" (Pound, Bell, and Spearman, 

2014), the concept of inventory, stock, or work-in-process has been extended from 

manufacturing systems to service businesses and projects. Inventory refers to all work that 

has occurred in a manufacturing production system, including raw materials, partially 

finished goods, final items prior to sale, and departure from the manufacturing system. 

Inventory refers to all work completed prior to sale, including partially processed 

information, in the context of services (Shiny & Zabelle, 2016). 

Those companies (especially in metalworking) attempted to achieve success through 

economies of scope - the gains of jointly producing two or more products in one facility. The 

managers now needed information on the effect of product-mix decisions on overall profits 

and therefore needed accurate product-cost information. However, the burgeoning need for 

financial reporting after 1900 created unavoidable pressure for financial accounting of stock 

and the management need to cost manage products became overshadowed. In particular, it 

was the need for audited accounts that sealed the fate of managerial cost accounting. The 

dominance of financial reporting accounting over management accounting remains to this 

day with few exceptions, and the financial reporting definitions of 'cost' have distorted 

effective management 'cost' accounting since that time. This is particularly true of inventory. 

 

Return on Assets (ROA) 

Return on assets (ROA) is a measure of a company's profitability in relation to its total assets. 

The return on assets (ROA) tells a manager, investor, or analyst how well a company's 

management is utilizing its assets to generate profits. The return on assets (ROA) is expressed 

as a percentage and is computed as follows:  

Net Income / Total Assets Equals Return on Assets  

 

In simple terms, ROA indicates how much profit was earned from invested money (assets). 

The return on investment (ROI) for public corporations can vary significantly and is heavily 

dependent on the industry. As a result, it's advisable to compare ROA to a business's past 

ROA results or to the ROA of a similar company when utilizing it as a comparative measure. 

Remember that a company's total assets are the sum of its total liabilities and shareholder's 

equity. Both of these types of financing are used to fund the operations of the company. Since 

a company's assets are either funded by debt or equity, some analysts and investors disregard 

the cost of acquiring the asset by adding back interest expense in the formula for ROA. In 

other words, the impact of taking more debt is negated by adding backs the cost of borrowing 

to the net income, and using the average assets in a given period as the denominator. Interest 

expense is added because the net income amount on the income statement excludes interest 

expense. An analyst that chooses to ignore the cost of debt will use this formula: 

ROA = (Net Income + Interest Expense) / Average Total Assets 

The return on investment (ROI) number tells investors how well a company converts its 

investments into profit. The higher the return on investment (ROI), the better, because the 

company is making more money with less investment. Let's look at the return on investment 

https://www.investopedia.com/terms/l/lifo.asp
https://www.investopedia.com/terms/l/lifo.asp
https://www.investopedia.com/terms/g/gmroi.asp
https://en.wikipedia.org/wiki/Financial_accounting
https://en.wikipedia.org/wiki/Management_accounting
https://www.investopedia.com/terms/t/total-liabilities.asp
https://www.investopedia.com/terms/s/shareholdersequity.asp
https://www.investopedia.com/terms/s/shareholdersequity.asp
https://www.investopedia.com/terms/s/shareholdersequity.asp
https://www.investopedia.com/terms/i/interestexpense.asp
https://www.investopedia.com/terms/n/netincome.asp
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(ROI) for three retail companies: Macy's, J.C. Penney, and Sears. The information in this 

table pertains to the fiscal year that concluded on January 28, 2017.  

The annual return on equity (ROE) of a corporation is calculated by dividing its net income 

by the value of its total shareholders' equity (i.e. 12 percent). Divide the firm's dividend 

growth rate by its earnings retention rate (= 1 – dividend payout ratio) to get the return on 

investment (ROI). 

 

Empirical Review  

Lazaridis and Tryfonidis (2006) used a sample size of 131 listed companies on the Athens 

stock exchange from 2001 to 2004 to study the relationship between corporate profitability 

and working capital management. Profitability has been linked to components of the cash 

conversion cycle using regression modeling. The results reveal that there is a negative 

association between profitability and cash conversion cycle, with lower gross operating profit 

being linked to an increase in account payable days. In a similar negative association, a 

negative relationship between firm profitability and account receivable has been discovered. 

Deloof (2006) examined the relationship between working capital management and 

profitability for a sample of 2000 Belgium financial firms. The relationship was found to be 

positive. Pedro and Pedro (2007) researched the effects of working capital management on 

SME in Spanish firms for the period 1996 to 2002. Their correlation analysis displayed a very 

significant negative relationship between the return on assets and the number of days 

accounts receivable number of 41 days inventory and the number of days account payable. 

The correlation between the cash conversion cycle and the profitability variables was 

negative as well as statistically significant. Raheman and Nasr (2007) investigate the impact 

of various working capital management factors on Pakistani enterprises' net operational 

profitability, including average collection period, inventory turnover in days, average 

payment period, cash conversion cycle, and current ration. They studied 84 Pakistani 

enterprises registered on the Karachi Stock Exchange for six years, from 1999 to 2004, and 

discovered a strong negative link between working capital management and corporate 

profitability. They discovered that as the cash conversion period lengthens, the firm's 

profitability decreases, and that managers can boost shareholder value by shortening the cash 

conversion cycle. Samiloglu and Demirqunes (2008) analyzed the effect of working capital 

management on firm profitability. In accordance with the aim’ the considered between firm 

profitability and the components of statistically significant relationship between firm 

profitability and the components of cash conversion cycle at length’ a sample consisting of 

Istanbul stock exchange (ISE) listed manufacturing  firm for the period of 1998 to 2007 has 

been analyzed under a multiple regression model. Empirical finding of the study showed that 

account receivable period inventory period and leverage affect firm profitability negatively 

while growth [in sales] affects profitability positively. Egbide (2009) studied the relationship 

between the components of working capital and profitability In Nigeria measured by return 

on assets using a sample of 25 non-financial firms for 2005 and 2006 period and found out 

that their only debtors collection period has a significant negative association with 

profitability while inventory turnover; cash conversion and creditors payment period has a 

significant positive relationship with profitability. Uyar (2009) also found a significant 

negative correlation between cash conversion cycle and firm size as well as with profitability 

among Turkey firms using ANOVA and Pearson moment correlation. Falope and Ajilore 

(2009) found a significant negative relationship between net operating profitability and the 

average collection period; inventory turnover in days; average payment period; inventory 

turnover in days; average payment period and cash conversion cycle for a sample of fifty 

Nigerian firms listed on the Nigeria Stock Exchange.  Lamberg and Valming (2009) studied 
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the impact of liquidity management on profitability during financial crises with a sample of 

companies listed on Holm stock exchanges small and mid-capitalist with some restrictions. 

Adopting a quantitative methodology and regression analysis; they found out that the 

adaptation of liquidity strategies do not have a significant impact on profitability measured by 

ROA. Mathuva (2010) examined the influence of working capital management components 

on corporate profitability. A survey on Kenyan listed firms. A sample of 30 firms listed on 

the Nairobi stock exchange (NSE) for the periods 1993 to 2008 was used. Both the pool OLS 

and the fixed effect s regression models were used. The key findings from the study were: 

there exists a highly significant negative relationship between the time it takes for firms to 

collect cash from their customers; there exist a highly significant positive relationship 

between the period taken to convert inventories into sales [the inventory conversion period] 

and profitability. Sarbapriya (2011) concluded a study on the impacts of working capital 

management on profitability of Indians manufacturing firms. The study shows that there is a 

positive relationship between working capital and profitability of the company; hence for this 

purpose the author took sample of 31 Indian manufacturing firms of 14 years from 1996 to 

2010. After analyzing the results it was proved that there is a significant relationship between 

working capital management and the profitability of company. Raheman (2011) conducted 

research on the relationship between textile industry profitability and working capital 

management. The results of the study show that the profitability and working capital 

management of textile industries have a positive relationship ratio on all statistical tools used 

to examine profitability, as well as the position of working capital and the relationship 

between them, and the effect of working capital on profitability. Working capital 

management efficiency has a positive association, according to the study. Qazi, Fred, Vivian 

and Godswill (2011) also explored the impact of working capital on firm’s profitability in 

Pakistan using 20 companies in the automobile and oil and gas sector s from 2004 to 2009. In 

the study panel data regression analysis and time series of data were taken. The period data 

were analyzed using regression and correlation model assisted by E views software and the 

result revealed that net working capital has strong and positive relationship with profitability. 

Hence only networking capital is positive and significant number of days accounts 

receivables and inventory turnover in days are positive and insignificant. Ijeoma and 

Ezejiofor (2013) investigated whether corporate governance contributes significantly to 

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

as well as the extent to which corporate governance can help organizations fulfill their social 

responsibilities to the environment. The study's participants were the owners and employees 

of seven small and medium firms (SMEs) in Nigeria's Anambra state. The data for the study 

came from both primary and secondary sources. The hypotheses for this article were assessed 

and tested using the Two Way ANOVA for opinion differences. As a result, the study 

indicates that corporate governance supports in the determination of SMEs' objectives and 

means of reaching those objectives, as well as performance monitoring, all in order to ensure 

operational effectiveness and efficiency in their services. Jimma (2014) examined the impact 

of working capital management on firms performance by using audited financial statements 

of a sample of 11 metal manufacturing private limited companies in Addis Ababa; Ethiopia 

for the period of 2008 to 2012. The performance was measured in terms of profitability by 

return on total assets; and return on investment on investment capital as dependent financial 

performance [profitability] variables. The working capital was determined by the cash 

conversion period, inventory conversion period and accounts payable period are used as 

independent working capital variables. Moreover the traditional measures; current ratio are 

used as liquidity indicators; firm size as measured by logarithm of sales; firm growth rates 

measured by change in annual sales; and financial leverage as control variables. The data was 

analyzed using SPSS (version 20.0); estimation equation by both correlation analysis and 



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

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

 

25 

pooled panel data regression models of cross sectional and time series data were used for 

analysis. Results indicate that longer account receivable and inventory holding periods are 

associated with lower profitability. The result also shows that there exists significant negative 

relationship between cash conversion cycle and profitability measures of the sample firms. 

No significant relationship between cash conversion cycle; accounts receivable period; 

inventory conversion period and account payable period with return on investment capital has 

been observed. Adamu and Hussaini (2015) examined the effects of working capital   

management on Deposit Money Banks in Nigeria. The study covers the period of six years 

2007 to 2013. Data for the study were extracted from the firm’s annual report s and accounts. 

Multiple regressions were employed to test the model of the study using OLS. The result 

from the analysis revealed a strong positive relationship between current ratio and quick ratio 

and ROA of listed deposit money banks in Nigeria; while cash ratio was found to be 

inversely but significantly related to Return on assets (ROA) of Listed Deposit Banks in 

Nigeria. Ike (2016) examined the impact of working capital management on firm 

performance using Nestle Food Nigeria plc as a case study for the period of 2004 to 2013. 

The study made use of Ordinary Least Square (OLS) regression after the data was subjected 

to unit root test. The findings revealed  that positive relationship exist between current ratio 

(CUR) Quick Ratio (QUR) and return on assets(ROA) and the relationship is statistically 

significant and in line with a priori expectation. The coefficient of determination (R2) for the 

study is 85.23%. Joseph and Amah (2016) examined the impact of working capital 

management on financial performance of manufacturing companies in Nigeria. The study 

employed multiple regressions in analyzing the data sourced from the published financial 

statement of the firms under the study. A significant outcome of the study is that Average 

Payment Period and Average Collection Period impacts on both Earnings per share and 

return on capital employed. Adamu (2016) examined the effect of working capital 

management on the financial performance of pharmaceutical companies in Nigeria. The study 

covers a period of 8 years 2006 to 2013. Working capital management was measured using 

account receivables; account payables; inventory and cash conversion cycle; while return on 

assets proxy financial performance using multiple regression technique. The study found that 

both account receivables and inventory were significantly and positively related with 

financial while account payable was found to be significantly but negatively related to 

financial performance and cash conversion cycle was found to be statistically insignificantly 

related to financial performance. 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 study concluded that WCM has two categories: conservative and 

Aggressive. The impact of Total Quality Management on the performance of Nigerian 

deposit money institutions was researched by Ezenyilimba, Ezejiofor, and Afodigbueokwu 

(2019). Data was obtained via surveys and presented in a tabular style using the t-test version 

20.0 of the Statistical Package for Social Science (SPSS). The findings show that total quality 

management practices have aided in achieving improved quality output and cost redundancy 

in Nigerian deposit money banks, as well as total quality management practices have aided in 

achieving improved quality output and cost redundancy in Nigerian deposit money banks. 

The relationship between working capital management and financial performance of material 

manufacturing companies in Nigeria was investigated by Olaniyi, Ayo, and Nzewi (2019). 

The study is based on the principle of fisher separations. Ex-post factor research was used in 

this study. Financial statements of the sampled firms were extracted using secondary sources 

of data from 2001 to 2015. Using random sampling techniques and an ordinary least square 



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

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

 

26 

regression model, it was discovered that debtors and creditors of inventory have no 

meaningful link with manufacturing enterprises' return on investment in Nigeria. 

Due to the nature of the study design and data analysis procedures used, previous findings 

were ambiguous; some studies revealed a favorable association, while others reported a 

contradictory perspective. The research looks at how working capital management affects the 

return on assets of food and beverage companies listed on the Nigerian Stock Exchange. 

 

Research Methodology 

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.  

Population and Sample Size  
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.  

Only secondary sources were used to obtain reliable information that would aid the 

researcher in ensuring the effectiveness of the study in question. This information was taken 

from the companies’ annual reports and audited accounts, and it includes account return on 

assets (ROA) and inventory (IVR). 

Model Specification 

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

variable is influenced by independent variable. Substituting the independent variable in the 

model we have:  

ROA= βo + β3IVR +…………..…………………….... i    

Where: 

ROA = Return on Assets 

IVR=Inventory 

 

Method of data analysis 

Regression statistical tools were utilized for the analysis of the hypothesis formulated in this 

research work with the use of E-views version 9.0 statistical package. E-views provide a lot 

of useful statistical tools for evaluating data in testing the study hypothesis. 
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Decision Rule: 

Reject the null hypothesis if the P-value calculated is less than 0.05 and accept the alternate 

hypothesis. Accept the null hypothesis if the P value calculated is greater than 0.05 and then 

the alternate hypothesis will be rejected. 

 

Test of Hypothesis 

Ho: Inventory has no significant effect on the return on asset of food and beverage companies 

in Nigeria. 

HI: Inventory has significant effect on the return on asset of food and beverage companies in 

Nigeria. 

Table 1: 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 

INV -2.95E-10 5.21E-10 -0.566021 0.5958 

     
     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    

     
     

R-squared and adjusted Squared values in Table 1 were (0.695) and (0.513), respectively. 

According to the results, all of the independent factors together account for almost 70% of the 

systematic fluctuations in return on assets (ROA) of our sample firms over a ten-year period 

(2010-2019). The ROA regression model is properly described, as evidenced by its F-

statistics (3.805) and P-value (0.092), making it suitable for prediction.  

 

Test of Autocorrelation: Using Durbin-Waston (DW) statistics derived from our regression 

result in table 3, we find that DW statistics is 1.948 and Akika Info Criterion and Schwarz 

Criterion, respectively, 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 follow: 

Inventory (INV), based on the t-value of -0.566021 and p-value of 0.596, and was found to 

have a negative effect on our sampled quoted firms and this effect was significant as its p-

value is higher than 0.05 values. This result, therefore suggests that we should accept our null 

hypothesis one which states that inventory has no significant effect on the return on asset of 

food and beverage companies in Nigeria. 

Interpretation of Result, Conclusion and Recommendation  

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 
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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. 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.  

Based on the findings of this study, the researcher suggests that the management of these 

companies in Nigeria exercise caution while dealing with stock/investors, at the very least to 

guarantee that their stock levels do not fall below the minimum stock level. 
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