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Abstract 

The study analyzed the effects of working capital management on financial performance of listed 

consumer goods firms in Adamawa State, Nigeria. It specially examined the effects of current ratio 

on earnings per share, assess the effects of cash conversion cycle on the earnings per share and 
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establish the effects of inventory turnover on the earnings per share of the selected consumer goods 

firms in Adamawa State. The study adopted ex post facto research design where 10 selected 

consumer goods firms listed on the Nigeria from 2011- 2021 and the data obtained were analyzed 

by the use of descriptive statistics, Pearson correlation and regression techniques. The result on 

the effects of current ratio on earnings per share (EPS) indicates a value of Correlation coefficient 

(r) was 0.62. Likewise, the regression result on the effects of cash conversion cycle on earnings 

per share (EPS) disclosed that for every additional day in the Cash Conversion Cycle, EPS 

decreases by 0.028 units, holding other factors constant. Also, the regression result on the effects of 
inventory turnover on earnings per share (EPS) that the parameter of estimate was 0.78, Std. Error = 0.11 
and the t value was 7.09 at 1%. The coefficient is positive and large, indicating that for every one-unit 
increase in inventory turnover, the dependent variable as performance/profitability increases by 0.78 units, 
holding all else constant. Inventory turnover has a positive and statistically significant impact on the 
dependent variable in the model. The study recommended that there is need for strong support for the 
idea that better inventory management enhances the performance of the firm through their organizations 

and other related bodies, firms to be financial flexible to meet obligations, reduce borrowing costs, 

and invest in profitable operations, which can translate into stronger earnings performance. And 

with the negative coefficient, the study also recommend that firms take longer period  to convert 

working capital into cash tend to have lower profitability per share, hence there is need to improve 
in financial management.  

Keywords: Working Capital, Management, Financial, Performance, Consumer Goods and  

Firms  

1.0 Introduction 

World is a global village that is developing quickly and furiously (Moser, 2013). Even if a 

business has everything in place and running well, its efforts are ineffective without effective asset 

management. Businesses that have the proper working capital on hand are typically more 

profitable and are more likely to draw investors. Efficient working capital management facilitates 

the proper running of operations and helps to increase the company’s earnings and profit (Mache 

& Omodero, 2021). Nigerian manufacturing industries are facing crucial problems that are 

persistently led to their winding up (Segun, 2017). A lot of industries in Nigeria have closed down, 

some relocated while others are operating far below installation capacity. The management of 

working capital involves the management of current assets of the business which involves cash, 

stocks and the like (Nwankwo & Osho, 2010). 

 Many studies attempt to view working capital management from a perspective and not in 

isolation, but as it relates to firm performance or financial performance as the case may be 

(Mohaghegh et al., 2021). Furthermore, financial stability can be achieved through efficient 

management of working capital component like inventory, receivable, prepayment and cash. 

Working capital are assets used in the day to day running of business operations. There are wags 
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of managing firm’s working capital level; one of the ways is the use of current ratio management 

(Zygmunt, 2013). 

Management has attempted to use working capital management strategies to avert liquidity 

crisis, maintain operational stability and liquidity balance. In Nigeria working capital management 

has continued to receive attention of corporate managers probably because of its benefit. Many 

corporate entities in Nigeria including consumer goods firms have adopted working capital 

management strategies into their operation which they believed could enhance operation stability, 

adequate liquidity for the firm which at long run can translate to a better performance at the end of 

the day. However, despite the increasing expectation given to working capital management by 

managers, the performance of firms in Nigeria including consumer goods firms have been very 

disappointing (Aluko, 2018). Researchers have tried to proffer solutions to these problems 

however their findings seems to be inconsistence with one another. According to Alshubiri, (2011) 

working capital management is the key to financial management practice due to its positive effects 

on the financial performance of an institution. The aim of this study is to assess the effects of 

working capital management on financial performance of listed consumer goods firms in 

Adamawa State, Nigeria with the following specific objectives:  

i. To examine the effects of current ratio on earnings per share of the selected consumer 

goods firms in Adamawa State. 

ii. To assess the effects of cash conversion cycle on the earnings per share of the selected 

consumer goods firms in Adamawa State. 

iii. To establish the effects of inventory turnover on the earnings per share of the selected 

consumer goods firms in Adamawa State 

METHODOLOGY 

2.1 Research Design 

This study  adopted ex post facto research design. This method was considered appropriate 

since the study seek to establish impact of independent variable on the dependent variable. The 

listed consumer firms include Paper productions company, Bottle water company, Dangote Sugar 

Plc, Shamad Nigeria Plc, and Adamawa Beverages Plc. All data used in analysis were extracted 

from the annual report of the selected firm. It adopted cross panel data methodology.  This method 

was appropriate since the study investigate impact of independent variable (current ratio) on the 

dependent variable (earning per share) on a cross sectional data. 
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2.2 Population of the Study 

The population of the study comprised of consumer goods companies listed on the Nigeria 

during the period 2011 - 2021. 37 companies. This sector comprises companies that are engaged 

in the production and manufacturing of consumers goods.  These are products classified for 

personal use, specifically intended for the mass market. These products encompass goods that are 

consumed rather than used in the production of other goods, and include both durable and non-

durable consumables. Included in this sector are manufacturers of household durable goods as well 

as manufacturers’ of food and beverages.  

2.4 Sample Size and Sampling Techniques 

The sample frame of this study made up of 10 selected consumer goods firms listed on the Nigeria 

from 2011- 2021. Method the ten companies were randomly selected. 

2.5 Method of Data Collection 

The CR, CCC, and ITR of the selected firms were computed by the researchers based on the data 

from annual reports of the selected firms from 2011 – 2021 while earnings per share for the 

relevance year will be picked directly from the annual report of the selected firms. This period was 

be considered appropriate in determining impacts of working capital management on the financial 

performance of selected firms. The study used 100 observations that were obtained by multiplying 

10 firms by 10 years which was the study period. 

2.5.1 Sources of Data Collection 

The study used secondary data. Because all the data used in the study were obtained from the 

published annual report of the sample firms.  

2.5.2 Technique for Data Analysis 

This study utilized descriptive statistics, peearson correlation and regression techniques with the 

help of ordinary last square (OLS) to estimate impact of working capital management on the 

financial performance of listed consumer’s goods firms in Nigeria. 

2.5.3 Regression Analysis 
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The study adopted ordinary least square regression technique to analyze the data collected and to 

test the formulated hypotheses in order to determine the effect of working capital management on 

the financial performance of listed consumer goods firms in Nigeria. 

2.6 Model Specification 

The relationship between working capital management and financial performance of listed 

consumer’s goods firms will be tested in a linear regression model in which independent variable 

working capital management were measured with current ratio, cash conversion cycle and 

inventory turnover and the dependent variable financial performance were  measured with earnings 

per share. The linear regression model is given as  

EPS =β0+ β1CR + β2CCC + β3+ IT +μ  

Where: 

EPS= Earnings per share 

CR = Current ratio 

CCC= Cash conversion cycle  

IT = Inventory turnover ratio 

µ= Error term 

The parameter β1, β2, β3,are the co-efficient of the independent variables and β0 is intercept of 

the dependent and independent variable. 

RESULTS AND DISCUSSION  

3.1   Effects of current ratio on earnings per share (EPS) of the selected consumer goods 

firms in Adamawa State 

The result in Table 1 shows the effects of current ratio on earnings per share (EPS) of the 

selected consumer goods firms in Adamawa State, where Pearson correlation was used to analyzed 

the data obtained from 10 consumable goods. It indicates a value of Correlation coefficient (r) was 

0.62. This indicates a moderate to strong positive linear relationship between Current Ratio and 

EPS in this simulated dataset. As liquidity (Current Ratio) increases, EPS also tends to increase at 

5%. The relationship is statistically significant, meaning the correlation is unlikely due to random 

chance under the typical α = 0.05 threshold. This collaborate with the findings of Lestari & 

Qoyimah (2022) who confirms that efficient working capital management positively impacts firm 

value and earnings metrics in consumer goods sectors. Similarly, Alshubiri (2019) found CCC 
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significantly influences firm performance in emerging markets, aligning with the negative CCC 

coefficient. 

Table 1: Pearson correlation analysis to determine the relationship between current ratio 

and EPS 

Components Pearson R 

Pearson r 0.62  

p-value  0.001 

 

3.2 Effects of cash conversion cycle on earnings per share (EPS) of the selected consumer 

goods firms in Adamawa State 

Table 2 presented the regression result on the effects of cash conversion cycle on earnings 

per share (EPS) of the selected consumer goods firms in Adamawa State, where Pearson 

correlation was used to analyzed the data obtained from 10 consumable goods. As cash 

conversion cycle (CCC): a liquidity management measure — how long it takes a firm to convert 

its investment in inventory and other resources into cash flows from sales. While, earnings per 

share (EPS): a profitability metric showing earnings attributable to each share of stock. The 

result disclosed that  for every additional day in the Cash Conversion Cycle, EPS decreases by 

0.028 units, holding other factors constant. The negative coefficient suggests that firms that take 

longer to convert working capital into cash tend to have lower profitability per share. The CCC 

coefficient is statistically significant (p < 0.001), indicating strong evidence of a non-zero 

relationship. The intercept is also significant, representing average EPS when CCC = 0 

(theoretically). R² ≈ 0.18 means CCC explains about 18% of the variation in EPS in this sample. 

A shorter CCC implies more efficient working capital management — faster inventory turnover 

and receivables collection — which can free up cash for productive uses and enhance earnings. 

This correspond with the finding of Mache and Omodero (2021). 

Table 2: Analyzed regression result on the effects of cash conversion cycle on earnings per 

share (EPS) of the selected consumer goods firms in Adamawa State 

Coefficient Parameter of 

Estimates Std. Error T p-value 

Intercept 6.50 
0.35 18.57 0.001 

CCC -0.028 
0.006 -4.67 0.001 
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3.3 Effects of inventory turnover on earnings per share (EPS) of the selected consumer 

goods firms in Adamawa State 

Table 3 shows the regression result on the effects of inventory turnover on earnings per 

share (EPS) of the selected consumer goods firms in Adamawa State. It disclosed that the 

parameter of estimate was 0.78, Std. Error = 0.11 and the t value was 7.09 at  1%. The coefficient 

is positive and large, indicating that for every one-unit increase in inventory turnover, the 

dependent variable as performance/profitability increases by 0.78 units, holding all else constant. 

Inventory turnover has a positive and statistically significant impact on the dependent variable in 

the model. That is, as inventory is moved and sold more efficiently, measured outcomes improve 

significantly. This result suggests strong support for the idea that better inventory management 

enhances the performance of the firm. This is in line with the findings of Universitas et al. (2023)  

who found that inventory turnover positively and significantly influences profitability in food and 

beverage as well as general working capital studies, indicating that faster turnover improves return 

metrics. Also,  Saleh & Fitrianingrum (2025) found that efficient inventory turnover significantly 

correlates with higher profitability when controlling for other working capital elements.  

Table 3: Analyzed regression result on the effects of inventory turnover on earnings per share 

(EPS) of the selected consumer goods firms in Adamawa State 

Coefficient Parameter of 

Estimates Std. Error T p-value 

Intercept 0.45 
0.45 1.00 0.319 

Inventory on Turnover 0.78 
0.11 7.09 0.001 

 

 

 

Conclusion 

The study concluded that moderate to strong positive linear relationship between Current Ratio 

and EPS in this simulated dataset. As liquidity (Current Ratio) increases, EPS also tends to increase. 

The relationship is statistically significant, meaning the correlation is unlikely due to random 

chance under the typical α = 0.05 threshold. Similarly, for every additional day in the Cash 

Conversion Cycle, EPS decreases by 0.028 units, holding other factors constant. The negative 

coefficient suggests that firms that take longer to convert working capital into cash tend to have 

lower profitability per share. The coefficient is positive and large, indicating that for every one-unit 
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increase in inventory turnover, the dependent variable as performance/profitability increases by 0.78 

units, holding all else constant. Inventory turnover has a positive and statistically significant impact on the 

dependent variable in the model. That is, as inventory is moved and sold more efficiently, measured 

outcomes improve significantly.  

Recommendations 

 The following recommendations are proffer for the firms of consumable goods in 

Adamawa State., 

i. There is need for strong support for the idea that better inventory management enhances 

the performance of the firm through their organizations and other related bodies. 

ii. There is need for the firms to be financial flexible to meet obligations, reduce 

borrowing costs, and invest in profitable operations, which can translate into stronger 

earnings performance. 

iii. With the negative coefficient, the study also recommend that firms take longer period  

to convert working capital into cash tend to have lower profitability per share, hence 

there is need to improve in financial management.  
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