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ABSTRACT 

This Research Studies the Effect of Working 

Capital Management On Company 

Profitability. Three hypotheses were 

formulated in line with the objective of the 

study. Survey method was adopted and 

data were the objective of the study. 

Survey method was adopted and data was 

collected through the questionnaire and 

official document of the bank. Research 

design was used to determine the 

relationship between the working capital 

management and company profitability. 

Population size of the study comprises of 

contract and permanent staff of First Bank 

of Nigeria Uyo Akwa Ibom state. 38 staff 

were found in First Bank Uyo, But, 35 Staff 

form the sample size of the study. Some 

theories were used such as operating cycle 

theory, which has to do with estimating 

the gross working capital equipment, also 

trade-off theory was used which as to with 

how much equality is finance to use for 

balancing the cost and benefits. The Taro 

Yamane's formula was used in selecting 

the sample size. Specially, the hypotheses 

was tested using chi square, based on the 

findings of the study, the following 

recommendations was made, there are 

induction of model in the banks to take 

care of the determination of cash balances 

for different period. In as much as 

experience is a good teacher, as scientific 

forecasting method should be introduced, 

since it is the prerogative of the advance 

managers to sanction the granting of 

short-term loans and advances. 

 

Keywords: Effect, working, capital management, probability. 

INTRODUCTION 

Working Capital is the investment at the 

firm in short-term or current assets, 

which include cash, account receivable, 

marketable securities, short-term note 

receivables, inventories and some 

expense prepayments. A portion of the 

investment in current assets is financed 

by current liabilities such as short-term 

note payable to banks. Income tax 

liabilities advances by customers and 

account payable. Therefore, networking is 

that portion of current assets financed by 

long term debts and equity sources. The 

liquidity position of many firms is of 

fundamental importance. Hence, the 

importance of working capital 

management and its operations thus 

become relevant in the growth and 

success of any organization management 

policies and decisions are made due 

consideration of its working capital 

position. Organization faces a lot of 

shortcomings in its operation, if working 

capital is not given full considerations. 

Inadequate working capital hinders the 

success of any organization. This is 

because it affects the daily operational 

activities, which directly affect the 

efficiency rate. Inadequate cash for 

marketable securities brought about 

deficiency in investment and revenue 

generation for the organization. 

Inventories are often being in short 

supply if there is sufficient cash for the 

daily operation of the organization which 

will affect the productivity. If there is 

inadequate working equipment in the 

organization, it discourages employee 

from being performing their official 

assignment. The concept of working 

capital as a tool in financial analysis has 

long been recognized for instance, the 

American Institute of Certified Public 

Accountants (AICPA) in 1936 officially 
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recognized the importance of working 

capital to the creditor. As a rule, a 

creditor is more particularly interested in 

the liquidity of enterprises the nature and 

adequacy of its working capital, hence the 

details of this current asset and current 

liabilities. The crucial importance of 

working capital has fact, that it is used to 

finance production inventories and also 

provide credit to customers. Therefore, 

the availabilities of sufficient working 

capital is very vital to successful running 

of any business. 

Statement of the Problem 

In a corporate bodies and business 

enterprises, the availability of sufficient 

working capital commensurate with the 

level of business activity, as it is of 

fundamental importance, while shortage 

and problems encounter in the process of 

utilizing working capital, is made how 

inadequate inventories affect and hinder 

the success of business operation, the 

study also is focused on how inadequate 

cash and marketable securities and lock 

of proper utilization and allocation of 

resources affects organizations. 

Research Objectives 

The specific objectives of the working 

capital management on this study are: 

1. To find out whether the long term 

loan affect the management of the 

bank. 

2. To identify ways of ensuring 

adequate provision of working 

capital. 

3. To identify the impact of liquidity 

ratio on the profitability of First 

Bank Nigeria Plc. 

Research questions 

1. How do the loans beneficiaries 

respond to the long term loan offer 

given to them by the bank. 

2. Can inadequate provision of 

working capital lead to loss of 

profit. 

3. To whether extent does liquidity 

ratio influence the profitability of 

first bank Nigeria pic 

Research hypothesis 

1. (Ho) There is no significant 

relationship between long term 

loans and the working capital of 

First Bank Nigeria Plc 

2. (HQ) There is no significant 

relationship between Inadequate 

provision of working capital on the 

profitability of First Bank Nigeria 

Plc. 

3. (HQ) There is no relationship 

between liquidity ratio and 

profitability of first bank Nigeria 

Plc 

Theoretical Framework 

Operating Cycle theory: To estimate the 

gross working capital requirements, the 

understanding of the operating cycle is 

very important. The function of any 

trading unit is to procure material, 

process the same, sell the finished goods 

and realize money and utilize the money 

so received, to procure material again and 

to continue the cycle all over again. Thus 

the process starts with purchase of 

materials required for the trading. The 

process purchase of material may take 

some time due to the number and nature 

of material transportation, the material 

once procured are made to undergo the 

several processes, the duration of which 

may range from a day to months. During 

this period, various material will be in 

different stages of production in Afferent: 

farms. Besides, the cost of material, 

labour charges, electricity, water, rent etc 

are also incurred during the period of 

processing. All these required 

funds/capital once the goods are 

produced it may not be sold immediately 

and it may have to be stored in a go down 

for some days before they are sold. 

Storing of such finished goods involves 

cost of materials used in such finished 

products, Labour and other 

manufacturing expresses incurred in 

producing them. Itis not necessary that all 

the goods will be in cash. Some goods will 

be sold on credit till such time sale 

proceeds are not realized, find are 

blocked in such receivable. Finally when 

the sales proceeds are realized the funds 

are again used to procure materials as 

above and the whole process cycle starts 

all over again. The total time taken from 

the purchase of materials, till realization 

of sale proceeds is called the operating 

cycle and amount of capital required to 
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sustain this cycle is called gross working 

capital [1]. 

Operating Cycle is important because it 

determines the amount of working capital 

a business needs. If you can have the 

operating cycle, you will have the working 

capital requirement of the business. If the 

turnover period for inventories and 

account receivable lengthen, or the 

payment period to account payable 

shortens, then the operating cycle will 

lengthen and the investment in working 

capital will increase [2]. 

Trade off theory: The trade off theory 

refers to the idea that a company chooses 

how much debt finance and how much 

equality finance to use by balancing the 

cost and benefits. The classical version of 

the hypothesis goes back to [3] who 

considered a balance between the deed-

weight. Cost of bankruptcy and the 

serving benefit of debt. Often agency 

costs are also included in the balance. 

This theory is often set up as a 

competitor theory to the pecking order 

theory of capital structure. An important 

purposed of the theory is to explain the 

fact that corporation usually are financed 

partly with debt and partly with equity. It 

states that there is an advantage to 

financing with debt the tax benefits of 

debt and there is a cost of financing with 

debt the costs of financing distress 

including bankruptcy cost e.g staff 

leaving, suppliers demanding 

disadvantage payment terms, 

bondholder/stockholder infighting, etc 

the marginal benefits of further increase 

in debt declines as debt increases while 

the marginal cost increases, so that the 

firm that is optimizing its overall value 

will focus on this trade - off when 

choosing how much debt and equity to 

use for financing. The empirical relevance 

of the trade-off theory has often been 

questioned by [4] for example compared 

this balance between horse and rabbit 

content in a stew of one horse and they 

are sure, while bankruptcy is rare and, 

according to miller, it has low deed - 

weight cost. 

Accordingly, he suggested that if trade off 

theory were true, firm ought to have 

much higher debt level than we observe 

in reality. [5] was a particularly fierce 

critic in his presidential address to the 

American Finance Association meeting in 

which he proposed what he called the 

pecking order theory. [6] criticized both 

the trade - off theoryand the pecking 

order theory in different ways. [7] has 

argued that firms do not undo the impact 

of stock price as they showed under the 

basic trade off. 

  EMPIRICAL REVIEW 

Many previous researchers have indicated 

working capital management and 

corporate profitability of firms in 

different countries and environments. [8] 

analyze the effect of working capital 

management on firm profitability. In 

accordance with the aim, they 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 

- 2007 has been analyzed under a 

multiple regression model. Empirical 

finding of the study showed that accounts 

receivable period inventory period and 

leverage affect firm profitability 

negatively while growth (in sales) affects 

profitability positively. 

[9] examine the effect of working capital 

on profitability of India firm. They 

collected data about a sample of 263 non 

financial BSE 500 firms listed at the 

Bombay Stock Exchange (BSE) from 2000 

to 2008 and evaluated the data using 

Ordinary Least Square (OLS) multiple 

regression. The finding of their study 

significantly depart from the various 

international, studies conducted in 

different markets. The result revealed 

that working capital management and 

profitability was positively correlated in 

Indian companies. The study further 

revealed that inventory number of days 

and number of days accounts receivable 

and cash conversion - period exhibit a 

positive relationship with corporate 

profitability. 

[10] states in his paper working capital 

management and profitability: A case of 
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Alba county companies that the purpose 

of his study was to analyze the efficiency 

of working capital management from Alba 

County. He examined the relationship 

between the efficiency ofthe working 

capital management and profitability 

using person correlation analyses and 

using a sample of 20 annual financial 

statement of companies covering period 

2004 - 2008. He concluded that there was 

a weak negative linear correlation 

between working capital management 

indicator and profitability rates 

[11], examines the empirical relationship 

between efficiency of working capital 

management and corporate profitability 

of selected companied in the Istanbul 

stock exchange for the period of 2005 - 

2009. The panel data methods were 

employed in order to analyze the 

mentioned relationship. The Cash 

Conversion Cycle (CCC) was used as a 

measure of working capital "& 

management efficiency, and Return On 

Assets (ROA) used as a measure of 

profitability. He found out that reducing 

Cash Conversion Circle (CCC) positively 

affects return on assets. 

[12] in their study empirically investigate 

the effect of working capital management 

on firm's financial performance in an 

emerging market. They hypothesized that 

working capital management leads to 

improved profitability. Their data set 

consists of firms listed in the Cyprus 

Stock exchange for the Period 1998-2007. 

Using multivariate regression analysis, 

their results supported their hypotheses. 

Specifically, their results indicated that 

the cash conversion cycle and all its 

major components namely, days in 

inventory, days in sales outstanding and 

creditor’s payment-period were 

associated with the firms' profitability. 

They opined that the results of this study 

should be of great importance to 

managers and major stakeholders, such 

as investors, creditors and financial 

analysts, especially after the recent global 

financial crisis and the latest collapse of 

giant organizations worldwide. 

[13] in his attempt to measure and 

analyze the trends in working capital 

management of Ghanaian Oil market firm 

and its impact on their performance. This 

was very crucial because of the purported 

high profitable level of the sector and 

likely under-utilization of such profit 

potential. The study employed trend and 

econometric analysis using an unbalanced 

planned data of 11 Ghanaian oil 

marketing firms from 2001-2008. for the 

econometric analyses, the study adopted 

the number of days inventory, number of 

days accounts Receivable, number of days 

payable, cash conversion cycle and the ret 

trade cycle as measure of working capital 

management, and gross profit divided by 

total assets as profitability. He found out 

inconsistent trend in the various 

components of working in the Ghanaian 

Oil Marketing Companies (OMCs). He also 

found a significant negative relation 

between profitability and number of days 

accounts receivables number of days 

payables, the cash conversion cycle and 

the net trade cycle. 

[14] have also investigate the relationship 

between working capital management and 

profitability of listed company in the 

Athens Stock Exchange A sample of 131 

listed companies for a period of 2013- 

2016, was used to examine this 

relationship. The result from regression 

analysis indicated that there was a 

statistical significance between 

profitability measured through, operating 

profit and the cash conversion cycle. 

From those results they claimed that the 

managers could create value for 

shareholders by handling correctly the 

cash conversion cycle and keeping each 

different component to an optimal level. 

[15] had an attempt to study the working 

capital component and the impact of 

working capital management on 

profitability of Hinssdaico industries 

limited for a period from 1990 to 2007. 

Results of the study showed that current 

ratio liquid ratio, receivables turnover 

ratio and working capital to total assets 

ratio had statistical significant impact on 

the profitability of Hinssdaico industries 

Ltd. 

[16] have selected a sample of 94 

Pakistani firms on Karachi stock exchange 

for a period of 6 years from 1999- 2004 to 

study the effect of different variables of 
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working capital management on the net 

operating profitability. From the result of 

the study, they showed that there was a 

negative relationship between variables of 

working capital management including 

the average collection period, inventory 

turnover in day’s cash conversion cycle 

and profitability. Besides, they also 

indicated the size of the firm. Measured 

by natural logarithm of sales and 

profitability had a positive relationship. 

METHODOLOGY 

Research Design 

The research design used by the 

researcher was survey research design. It 

involves determining the strength of the 

relationship between two or more 

variables. This research design was 

suitable for the study of these kind 

because it helps in determining the 

relationship between working 

management and company profitability. 

Population of the Study 

The population of the study comprises of 

contract staff and permanent staff of First 

Bank Plc Uyo, Akwa Ibom State. The actual 

population of this study is thirty eight 

[38] staff. 

Sample size 

Out of the 38 staff of First Bank, 35 staff 

formed. The required sample size for this 

study was determined through the use of 

the popular Taro-Yamane (1973) formula 

with 95% confidence level, according to 

the population size of 38. 

The formula is presented as
N

1 +𝑁(𝑒)2 

Where;  

n = Sample size 

e = level of significance or error limit 

N = population of study 

I = constant number 

0.05 level of significance was considered 

appropriate by the researcher. 

n = 
N

1 +𝑁(𝑒)2 

n = 
38

1 + 38 (0.05)2 

n = 
38

1 + 38 (0.0025 )
 

n = 
38

1 + 0.095
 

n = 
38

1.095
 

n = 35 

Sampling Technique 

The sample size of 35 was drawn from the 

populations using the convenience 

sampling technique. 

Method of data collection 

In carrying out this research, primary d 

and secondary were employed. The 

questionnaire used in this study taken the 

form of a written list of questions, which 

were carefully constructed and 

adequately selected for the purpose of 

obtaining information. The questions 

asked are precise and straight to the point 

and the secondary source involve the 

collection of data through the use of the 

library, by consulting textbook, journals, 

record and annual report of bank under 

study with regard to the topic given and 

chosen. Quantitative method of data 

collection was used. 

Validation of the instrument 

Validity is the extent to which a research 

instrument is able to measure that which 

it is supplied to measure and perform as 

it is designed to perform. Thought an 

instrument may not be 100 percent valid, 

the process of validation involves 

collecting and analyzing data to access 

the accuracy of an instrument. 

Reliability of Instrument 

Reliability refers to the ability of the 

instrument to return the same result 

consistently at different times. Reliability 

of a scale is an important measurement 

concept, particularly when changes in 

attitudes or other hypothetical constructs 

are under investigation. These refers to 

an instrument ability to accurately 

measure variability in stimuli and 

responses 

Data analysis technique 

The technique adopted in the analysis of 

data is sample percentage analysis. Table 

are used equally used for the purpose of 

clarity. The analysis strategy used to test 

the null hypothesis generate was chi- 

square. Chi-square statistical test 

commonly used to compare observed data 

with data expected to obtain according to 

specific hypothesis. The chi- square test 

is given as 

x2 = {Fo-Fe}
2

 

Fe 

x
2

 = Square value 
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x = Number of variable 

y = Summation 

Fo = Observed frequency 

Fe = Expected frequency 

Df = Degree of freedom 

In determining the degree of freedom, the 

following formula was used 

Df= (r-1) (c-1) 

Where: df = degree of freedom 

r = Number of rows 

c = number of column 

DATA PRESENTATION  

A total of thirty five (35) questionnaire 

were administered to various staff of First 

Bank plc Uyo, in Akwa Ibom State. Out of 

these number, thirty (30) were filled and 

returned. The remaining five (5) 

questionnaire were not returned. This was 

disregarded in the analysis. 

Table 1 Questionnaire Administered 

Questionnaire administered Number Percentage 

Answered and returned 30 86% 

Not return 5 14% 

Total 35 100 

Sources: Field Survey 2018 

ANALYSIS OF DATA 

Table 2 Sex of the Respondents 

Option No. of Respondents Percentage (%) 

Male 20 71% 

Female 10 29% 

Total 30 100% 

Table 3 Age of the Respondents 

Option No. of Respondents 
Percentage (%) 

1-25 years 9 30% 

26-39 years 16 53% 

40 years and above 5 17% 

Total 30 100% 

Table 3 shows that the respondent of 30, 

where 9 represent 30% at the range of 1 - 

25 years, l6 represent 53% were at the 

range of 29 - 39 years and 5 respondent 

represent 17% at the age range of 40 and 

above years. 

 

Table 4 Educational Background of the Respondents 

Option No. of Respondents Percentage (%) 

ND 5 17% 

HND 5 17% 

BSC 20 66% 

Total 30 100% 

Table 4 shows the respondent of 30, 

where 5 represent 17% with ND 

qualification, 5 represent 17% with HND 

qualification and 20 respondent represent 

66% with BSC qualification. 

 



http://www.inosr.net/inosr-arts-and-management/                                                                                                                         
Essien and Inyang 

INOSR ARTS AND MANAGEMENT 5(1): 1-11, 2019.  

7 
 

Table 5: Questionnaire one: Respondent as weather Inadequate provision of working 

capital leads to loss of profit? 

Option Frequency Percentage 

Agreed 15 50% 

Strongly agreed 15 50% 

Disagreed 0 0% 

Strongly disagreed 0 0% 

Total 30 100% 

Source: field survey, 2018. 

Table 5 show that fifteen members (15) 

representing 50% agreed that Inadequate 

provision of working capital leads to loss 

of profit while fifteen (15) representing 

50% strongly agreed,while zero (0) 

representing disagreed, strongly 

disagreed, and undecided. 

Table 6: Questionnaire two: Respondent as weather long term loans affect the working 

capital of First Bank Nigeria Plc 

Option Frequency Percentage 

Agreed 10 33% 

Strongly agreed 15 50% 

Disagreed 3 10% 

Strongly disagreed 2 7% 

Total 30 100% 

Source: field survey, 2018 

Table 6 show that ten members (10) 

representing 33% agreed that long tern 

loam and short term loans affect the 

working capital of first bank, while fifteen 

(15) representing 50% strongly agreed, 

while three (3) representing 10% 

disagreed, two (2) representing 7% 

strongly disagreed. 

Table 7: Questionnaire three: Respondent as weather to what extent does liquidity ratio 

influence the profitability of First Bank Nigeria Plc. 

Option Frequency Percentage 

Agreed 30 100% 

Strongly agreed 0 0% 

Disagreed 0 0% 

Strongly disagreed 0 0% 

Total 30 100% 

Source: field survey, 2018 

Table 7 show that twenty five members 

(25) representing 83% agreed that 

liquidity ratio influence the profitability, 

while five (5) representing 50% strongly 

agreed, while zero (0) representing 0% 

disagreed, zero (0) representing 0% 

strongly disagreed. 

Table 8: Questionnaire four: Respondent as weather Working capital management 

improves the profitability of first bank. 

Option Frequency Percentage 

Agreed 30 100% 

Strongly agreed 0 0% 

Disagreed 0 0% 



http://www.inosr.net/inosr-arts-and-management/                                                                                                                         
Essien and Inyang 

INOSR ARTS AND MANAGEMENT 5(1): 1-11, 2019.  

8 
 

Strongly disagreed 0 0% 

Total 30 100% 

Source: field survey, 2018. 

Table 8 show that thirty members (30) 

representing 100% agreed that Working 

capital managementimproves the 

profitability of first bank while zero (0) 

representing 0% strongly agreed, while 

zero (0)representing 0% disagreed, zero 

(0) representing 0% strongly disagreed. 

Testing of hypothesis 

Hypothesis 1: There is no significant 

relationship between long term loans the 

working capital of First Bank Nigeria Plc. 

Options (x) Fo Fe fo-fe fo-fe
2

 fo-fe
2/

fe 

Agreed 10 6 4 16 2.67 

Strongly agreed 15  9 81 13.5 

 

Disagreed 3 6 -3 9 1.5 

Strongly disagreed 2 6 -4 16 2.67 

 30                                                                        20.34 

 

Fo = Observed frequency 

Fe = expected frequency 

x = Number of variable 

fe =30/5 = 6 

from the table above the calculated chi- 

square is 81. 

The degree of freedom = (r-l) (c-1) 

(5-1) (2-1) 

(4) (1) 

= 4 

Level of significance = 0.005 or 95% 

Table or critical value = 9.488 

Decision rule 

Since the computed value of 20.34 is 

greater than the critical value of 9.488. 

based on the decision rule, the null 

hypothesis(Ho) which state that long term 

loans and short term loan does not affect 

the working capital of first bank pic is 

rejected. 

Hypothesis 2: There is no significant 

relationship between Inadequateprovision 

of working capital on the profitability of 

company.

 

Options (x) Fo Fe 
fo-fe fo-fe

2

 fo-fe
2/

fe 

Agreed 15 6 9 81 13.5 

Strongly agreed 15 6 9 81 13.5 

Disagreed 0 6 -6 36 6 

Strongly disagreed 0 6 -6 36 6 

 30                                                                     39 

Fo = Observed frequency 

Fe = expected frequency 

x = Number of variable 

fe =30/5 = 6 

from the table above the calculated chi- 

square is 81. 

 

The degree of freedom = (r-l) (c-1) 

(5-1) (2-1) 

(4) (1) 

= 4 

Level of significance = 0.005 or 95% 

Table or critical value = 9.488 

Decision rule 

Since the computed value of 39 is greater 

than the oitical value of 9.488. based on 

the decision rule, the null hypothesis (H
0

) 

which state to inadequate provision of 

working capital can not lead to loss of 

profit is rejected. 
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Hypothesis 3: There is no relationship 

between liquidity ratio and profitability of 

first bank Nigeria Plc. 

 

Options (x) Fo 
Fe 

fo-fe If" fo-f^tfe 

Agreed 25 6 19 361 13.5 

Strongly agreed 5 6 1 1 0.17 

Disagreed 0 6 -6 36 6 

Strongly disagreed 0 6 -6 36 6 

 30    25.67 

      

 

Fo = Observed frequency 

Fe = expected frequency 

x = Number of variable 

fe =30/5 = 6 

from the table above the calculated chi- 

square is 81. 

The degree of freedom = (r-l) (c-1) 

(5-1) (2-1) 

(4) (1) 

= 4 

Level of significance = 0.005 or 95% 

Table or critical value = 9.488 

Decision rule 

Since the computed value of 25.67 is 

greater than the critical value of 9.488- 

based on the decision rule, the null 

hypothesis(H0) which state that there is 

no relationship between liquidity ratio 

and profitability of first bank is rejected.

 

DISCUSSION OF FINDINGS 

The result of the analysis in table 5 show 

that long term loans. Loans affect the 

working capital of first bank Nigeria plc. 

From the analysis in the table, ithas been 

seen that there is a negative effect 

between the two variables thought the 

effectis significant.The corresponding 

test of hypothesis show that null 

hypothesis should be rejected. The 

finding is m line with James, [17] [18] 

Which found that long term loans affect 

the working capital of First Bank Nigeria 

Pic. 

The result of the analysis in table 6 show 

that inadequate provision of working 

capital can lead to loss of profit. From the 

analysis in the table, h has been seen that 

there is a negative effect between the two 

variables thought the effectis significant. 

The corresponding test of hypothesis 

show that null hypothesis should be 

rejected. The finding is in line with Anan, 

[19] [20] Which found that inadequate 

provision of working capital can lead to 

loss of profit. 

The result of the analysis in table 7 show 

that Working capital management 

improves the profitability of first bank. 

From the analysis in the table, it has been 

seen that thereis a negative effect 

between the two variables thoughtthe 

effect is significant. The corresponding 

test of hypothesis show that null 

hypothesis should be rejected. The 

finding is in line with [21] Which found 

that Working capital management 

improves the profitability of first bank. 

SUMMARY 

The study began with the introductory 

chapter which contains the overviews of 

toe study, inadequate provision of 

working capital, as well, attempt^ to 

identify the working capital management 

policy adopted by the bank. Its 

significance to establishment is to 

analyze what problems of inappropriate 

working capital management has had on 

the profitability credit worthiness and 

possibility of bankruptcy credit and 

overall performance. The second chapter 

deals with literature review. The concept 

of working capital was fully defined in the 

chapter as well as the characteristics and 

classification of working capital, the 
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evaluation of banking industry, etc. The 

research methodology and procedures 

used in data collection. 

The researcher employed descriptive 

method. Personal interviews and 

secondary data, such as journals, 

textbooks and annual financial reports 

(2001) so as to obtain adequate 

information in the course of writing the 

project. Presentation and analysis of data 

of the institution under study, the 

sources of fund, management account 

receivable, management of cash, profit 

and loss account, management of current 

liabilities, an appraisal of working capital 

of management. 

CONCLUSION

Working capital determines the ability of 

the firm to its torturing obligation from 

the fund generated by current operation. 

Current assets as a component of working 

capital, is used for short-term investment 

and absence of it could lead the firm to 

have no ability to embark on short-term 

investment. Thereby losing current 

earnings and subsequently unable to pay 

obligations. 

Therefore, inadequate provision of 

working capital can lead to loss of profit 

in the bank. Investment in marketable 

securities by the bank involves Nigerian 

government treasury bills, commercial 

papers, short-term tending and eligible 

development stocks among other things 

which all require cash for investing in, the 

investment of which brings the returns to 

the firm. Therefore, inadequate provision 

of cash for marketable securities can 

hinder revenue generation in the bank. 

Cash available in the vault of the bank is 

part of current assets which formed part 

of the working capital used for settling 

customers daily transactions absence of 

which can divert the bank's customers to 

its competitors, when a bank loss its 

customers then it seized from its primary 

operation, the result of which can 

therefore turn downthe bank to a total 

collapse. 

In the banking operation, inventory is 

formed by keeping the facilities required 

for daily operation always available in the 

store, such facilities includes, pen, 

registers, deposit slips, withdrawal slips, 

account application forms, note wrappers 

among other things which are all required 

for successful banking operation. 

Therefore, if are locking can hinder the 

prospect of the bank. 

RECOMMENDATIONS 

The banks undertake capital investment 

of full computerization of their services 

(interest) such as E-banking etc. This is 

the current trend of banks of 

international standards. This although 

requires having investment but well 

tremendously improve the monitoring of 

account receivable, hence the profitability 

financial evaluation, planning and 

thorough control of the advance 

department. 

1. Strategic management geared 

towards emphasis on innovation 

broader range ofservices which is 

appropriate for the level of 

Nigeria's economic development 

should beadopted. 

2. The introduction of model in the 

banks to take care of the 

determination of cash balances for 

different periods. In as much as 

experience is a good teacher, as 

scientific forecasting method 

should be introduced. 

3. Since it is the prerogative of the 

advance managers to sanction the 

granting of short-term loans and 

advances. The qualification of 

such a person and competence 

should be taken into 

consideration. In addition to this, 

the banks should evaluate on the 

immediate past of such a person to 

avoid any fraudulent practices. 

4. A mechanism for ensuring their 

compliance with the short-tern 

ending objectives should be other 

banks, and the monetary 

authorities, (the belief is that a lot 

could besolved through dialogue). 

5. Emphasis should be directed 

towards systematic introduction of 

appropriate technology for control 

and management information 

system purpose, indeed a financial 
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data is relevant banking industry 

now. 

6. The firm should ensure sufficient 

provision of cash for marketable 

securities because it would help to 

increase the level of it revenue 

generation. 
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