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ABSTRACT 

 

This work aimed in assessing the effect of financial management on corporate 

performance based on working capital.  Specifically the study has three objectives 

which to determine the effect of payable and receivable on firm profit, effect of 

inventory management and effect of cash management on profitability of TBL..  

 

The study was conducted in Dar es Salaam whereby 80 respondents were taken as 

samples from Tanzania Breweries Limited (TBL) by simple randomly sampling. 

Primary and secondary data were collected by using questionnaire, interview and 

documentary methods.  Both qualitative methods and quantitative methods were used 

in accomplishment of this research work, this helped researcher to enjoy advantages 

of both methods in order to come up with great results.  

 

The study found that working capital has great impact on firm profitability, Payable, 

receivable, inventory and cash management can result to higher profit when 

management and controlled well.  

 

The study concludes that, receivable has positive impact on firm profitability while 

inventory and payable has negative impact on profitability of the firm. The study 

provides recommendation that  

 

TBL should reduce average payment period (APP) so as to attract early payment 

discount that offered by creditors and reducing inventory conversion period so as to 

reduce cost associated with storage.  
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CHAPTER ONE 
 

BACKGROUND INFORMATION 

1.1 Background of the Problem. 

Financial management explained by Paramasivan (2010) as an important division or 

area of general management. It deals with the responsibilities of the looking after 

funds in the business firms. Financial management is basically dealing with the 

effective management of corporate funds for the business firm activities. Financial 

management explained by Nobanee, Haitham, Abraham, Jaya, (2015) as the activity 

of firm that is in control of locating and proficiently using funds which necessary for 

well-organized operations.  In other way, financial management stands for 

organizing, directing, planning and control of all financial activities of the corporate 

such as procurement activities and spending of corporate funds. This means the use 

of all general managerial principles to the corporate financial resources that are 

available in the business and those which are expected to occur in future.  

Financial management can be said as the life-blood of the firm whereby it is the axis 

on which the whole business operations rely on Rasmussen (1984). Financial 

management provides stability, security, flexibility to the organizations to have a 

better business so as to meet the customers’ demands. It enables the firms to 

familiarize the changing economic environments that occur in particular area. 

Weston, Fred, Bringham and Eugene (1979) argued that, financial management 

ensures both strategic and political objectives of the corporate top management. 

Financial management  creates the basic goal of creating profit and increasing the 

market value of the corporate are reached, ensuring that financial solvency of the 

corporate and its efficient financing in the operational and investment field.  
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Effective management in the financial resources of the corporate is among of the 

important areas of management in the business firm. It is the center point for any 

organization to succeed and growing rapidly. Incompetent in financial management 

when combined with unsupportive business environment normally result to Business 

firm to fall Lawrence and Charles (1973). Uncontrolled financial management 

activities are the core reason of collapse of many corporate Kwame (2010). 

 

Managing a business can be intensely satisfying job but more challenging task. 

Business owner faces a lot of demands to achieve within a time frame which if are 

not planed correctly ultimately will affect the overall performance of the corporate at 

large. 

 

Working capital is the critical part in the business financial management which if not 

managed correctly, the entire performance of the business is going to be affected. 

Working capital management is focus at holding equilibrium between all parts of 

working capital components which includes cash, receivable, payables and, 

inventories in the business. These are important part of the entire firm strategy that 

produce value and are significant in making competitive advantage in firm operations 

Deloof (2003).  

 

In carry out the firm daily financial activities, it has become one of central matter in 

business firm with financial manager try to recognize the working capital drivers and 

the correct positions of working capital to be held in the business in order to reduce 

risk, effectively preparing for uncertainty and improving the general performance of 

their firm Lamberson (1995). Hence, working capital management is the key factor 

of business because it affects the liquidity and profit of the business firm. 

In most of manufacturing firm, current assets create more than half business total 

assets. This means that for the maintenance of high levels of current assets in a 

business, it led business firm to realize losses on the firm investment. Nevertheless, 

when the level of current assets is maintained at a low level the firm can face cash 

shortage that affect business operation Horne and Lamberson (1995). Firm is 
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supposed to pay liabilities as and when they become due for payment. Appropriate 

and required working capital in the business firm enables current assets in reducing 

the firm to be in risk of inability to handle their short term obligations.  

 

Working capital management in the business is of significant as other financial 

assets, since working capital affect the expansion of a firm profitability and its 

liquidity. Lamberson (1995) argued that, any firm can reduce financial risk and 

improving the general performance by working and considering contributes of 

current assets and current liabilities. It is very significant for the corporate to control 

liquidity in order to achieve its short term and long term plan.  

 

Lawrence and Charles (1973) argued that too much working capital can cause 

wasting of cash and eventually decrease in profitability of the firm. Also liquidity in 

the business is significant in financial management of the firm. A balance between 

these two components (profitability and liquidity) of the business should be obtained 

in order to ensure that objective is not met at cost of the other yet both are equally 

important. If a business does not consider on profitability, it will not sustain for a 

longer period of time. Furthermore if the business does not consider on liquidity, the 

business will face the insolvency or bankruptcy issue. In consideration of the two 

objectives explained, working capital of the firm should be given consideration since 

it direct affects a business firm.  

1.2   Statement of the Problem 

Business firm can maximize profitability by having an optimal level of components 

of working capitals that include receivable account, payable account cash account 

and inventory. In a straight line, profitability and liquidity of the Business firm can 

be affected by working capital management positively or negatively depending on 

how key components of working capital are managed. Therefore, business firms are 

encouraged to make proper management of working capital since proficient 

management of working capital components, marked as the most essential strategy in 

creating and increasing the shareholders wealth Rugambwa (2016).  



4 
 

Basically business firms aimed at maximizing profit but sometimes the cost of 

liquidity increases their profit which usually tends to keep the firms into serious 

financial problems. The firm that does take into consideration about the profit tend 

not to survive for a longer period of time but also when the firm do not take into 

consideration its liquidity position may highly face the bankruptcy problem Mugo 

(2016). Comet Group and Compaq are manufacturers of Recharging battery and 

manufacturer of computer respectively, these are among of companies that greatly 

affected by mismanagement of working capital. As the result, Comet Group and 

Compaq failed.  Borders Company that was the great book supplier worldwide is a 

vivid example of business firms that undergone bankruptcy due to mishandling 

working capital Tibandebage (2000). 

 

Tanzania Breweries Limited firm has been experiencing increasing of cost of sales and 

decreasing of net profit. According to TBL report annual (2017), cost of sales 

increased from Tanzania Shillings 438,369,000,000 in 2016 to 457,722,000,000 in 

2017. Further net profit dropped from Tanzania Shillings 225,437,000,000 in 2016 to 

170,786,000,000 in 2017. The company failed to manage inventories where in 2017 

inventories increased to 93,298,000,000 from 91,729,000,000 in 2016 (TBL, 2017). 

In Tanzania Breweries Limited, for the ten years (2005 – 2014) the percentage share 

of working capital in relation to company capital was ranging from 14 percent to 27 

percent while profitability of the company ranging from Tsh 108 billion to Tsh 502 

billion. Within the period, payable account that is related to average payment period 

(APP) ranging from 1.6 percent to 36.5 percent,  also collections that are related to 

average collection period (ACP) range from 6 percent to 39 percent and, inventory 

that is related to inventory conversation period (ICP) was from 31.5 percent to 82.5 

percent (TBL, 2015). The disproportionate change in components of working capital 

and gross profits require attention Rugambwa (2016 

Various Studies tried to explain effect of financial management on the performance 

of the business firm; however few studies conducted for impact of financial 

management on firm performance based on the working capital. The studies by 



5 
 

Rugambwa (2016) did not show how performance of the company can be affected by 

working capital, instead he based only on company profitability.  Mugo (2016) 

explained the impact of trade receivable on the performance of the firm; the study 

ignored the impacts of other financial management components like cash 

management and inventory management. Therefore the study reveals the gap of 

knowledge of impacts of working capital on the development of the company.   

 

1.3   Research Objectives. 

1.3.1 General Research Objective 

Generally the study aimed to assess the effect of Financial Management on financial 

performance of the corporate based on working capital in Tanzania.  

1.3.2 Specific Research Objectives 
 

The study has the following specific objectives:- 

i. To determine the effects of receivable and payable management on 

profitability of TBL 

ii. To determine the effects of inventory management on profitability of TBL 

iii. To determine the effects of Cash management on profitability of TBL. 

1.4 Research Questions 

The study was guided with the following research questions;- 

i. What are effects of receivable and payable management on profitability of 

TBL? 

ii. What are effects of inventory management on profitability of TBL?  

iii. What are the effects of cash management on firm profitability of TBL? 
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1.5 Significance of the Study. 

Economy of any country depends on both Public sector and Private sector .The role 

of private sector  is very important in the economy of a country since it provide 

employment opportunities and revenue to the state through taxes and fees, hence it is 

very important for both corporate institution and government to look upon their 

policies and procedures that has been formulated to guide various activities in a 

particular area to enable smoothening of their daily operations for better 

performance, if the performance of the corporate is good in the country, then even 

the contribution  to the development in the country will be of much greater. Hence it 

is a hope to researcher that the study will help other corporate in Tanzania on how to 

improve in their capital management for the good performance so that they will 

contribute to the development of the country. 

 

The field research work will enable the researcher to gain more knowledge on the 

financial management and control activities apart from theoretical part that obtained 

in the secondary data. 

The study will lay down some bases that will stimulate further research and even 

principal that will help other corporate in their financial matter. 

This research will be submitted in partial fulfillment of the requirements for the 

award of degree of Masters of Science in Accounting and Finance at Mzumbe 

University. 

1.6 Limitation of the Study 

Every research work conducted usually experience a number of limitations, some 

limitations have occurred and still the researcher was tend to experience in the 

process of conducting this study. 

Limitations due to collection of data processing and analysis of data, and other main 

limitations of this study was cost of the study; in this study, researcher  incur high 

cost of printing, as well as photocopying to maintain the hard copy of the study. 

Since research involves Internet applications hence costs to use internet in viewing 

internet available material for reference was taken into consideration. 
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Time limit also was a limiting factor for the completion of the study. This was 

caused mainly by the limited availability of resources to work on such as books and 

employment activities where by most of time spending in the office and family issue 

that need to be solved in time. 

1.7 Scope of the Study 

The study aimed at assessing impact of financial management on the financial 

performance of the corporate in Tanzania based on capital management. Tanzania 

Breweries Limited (TBL) used as the case study in order to complete the study. The 

study used 160 respondents who are workers of TBL from different departments, 

respondents selected randomly from population of TBL workers. Quantitative and 

qualitative methods were applied to complete the study, furthermore primary data 

were collected by using questionnaire and interview method and documentary 

method were used for secondary data collection for this study. 

1.8 Thesis Organization 

This thesis contains five chapters which are introduction, literature review, research 

methodology, presentation of data, analysis and discussion and, summary, conclusion 

and recommendations. In introduction chapter, author writes the background of the 

thesis study, statement of the thesis problem, objectives of the thesis study, 

significance of the thesis study and scope of the thesis study. In chapter two which 

author write literature review, various journal, books, articles and report related to 

the financial management has been reviewed.  

 

In chapter three, author writes about the methods which used in data collection of 

this study, various methods used in this study discussed in this chapter. In chapter 

four, author discusses what have been found in field area. Analysis is made from data 

collected in the field so as to conclude the study. Chapter five of this study contains 

an overview of the research finding, conclusion and recommendations of the report, 

whereby author concludes and provides recommendations for improvements. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction. 

This chapter presents the literature relating to financial management and conceptual 

frame work, specifically on impact of working capital management and the corporate 

performance. The researcher therefore shows theoretical review, which covers 

different views from various authors of books, journals, unpublished materials and 

empirical part concerning with financial management in Tanzania listed companies. 

2.2. Theoretical Review 

2.2.1. Finance 

Finance can be explained as the concept of management of funds or allocation of 

assets and liabilities of the business over certain period of time under set conditions. 

Finance is centered in time value of money. The term time value of money can be 

described as a unit of currency today is worth more than unit of currency tomorrow. 

Finance focused to the price of assets by considering the level of risk and return of 

assets. Finance can be categorized into three sub groups which are public finance, 

corporate finance and personal finance Doss et al (2012).  

 

Investopedia (2017) describes finance as the management of credit, assets, liability 

money, banking and investment that make up financial systems.  Finance divided 

into three separate groups that are corporate, public and personal finance. 

Furthermore, there is other area of finance explained as social finance.   

2.2.2 Financial Management 

Financial Management explained as the activities of putting a plan and taking all 

necessary controls of the financial activities in an organization like procurement 

activities and utilization of organization financial resources. Nobanee (2015) 

financial management means to apply general management principles of financing 

resources of the business.  
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Financial management also be explained as a management activities of the firm 

which are dealing with planning and controlling of business activities in financial 

matters Pandey (2004). 

The business firm can attain effectively financial management, when the firm 

prepares a sound organizational financial plan. This plan can describe the set of 

organization goals that used as the path to which organization want to achieve.   

2.2.3 Working Capital  

Working capital defined by James et al (2005) as the fund of the firm that is used in 

daily business activities. Working capital has been calculated and presented as 

current asset of the firm minus current liabilities of the firm at a particular time. 

Working capital sometimes referred as the operating assets, others referred working 

capital as the net current assets.  

According to Sanger (2011) working capital is the asset of the business in a short 

term basis. Peel et al (1996) defined working capital as the capital that is in 

circulation; it is generally used as an indicator of the assets that should be converted 

in relative speed in one state form to another form of an item within the corporate. 

Example, Capital start from cash, then cash changed to industrial raw materials, raw 

materials converted into finished goods, selling finished goods and finally collection 

of revenue from debtors. 

Padachi (2006) explained working capital as the funds that is changeable due to 

financial operations, the core uses of the working capital is reflecting it as the 

difference between the value of current assets on the book and value current 

liabilities on the book. Working capital is very significant in the business firm due to 

time interval from paying for materials, operating costs and collection of revenue 

from credit sales (customers). Horngren, et al (2003) argued that working capital 

referred current assets; by definition current asset is the asset that is easily being 

transformed into cash within a specific accounting in a year. Examples of Current 

assets are short term securities, stock, bill receivable and cash.  

James et al (2005) explained the concepts of working capital, he mentioned two 

concepts of working capital, and these concepts are net working capital and gross 

working capital. James et al (2005) added that in order to eliminate the misperception 
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that involved on explanation of working capital, the total current assets are 

referred as gross working capital and th e  n e t  wo r k i ng  cap i t a l  

ex p l a i n ed  as  a n  excess of total current assets over total current liabilities  

 

Figure 2.1: Concept of working capital 

 

 

 

 

 

 

  

 

Source: James et al, 2005  

Generally Gross Working Capital (GWC) termed as the model that controls the 

concept of working capital. This means that, the gross working capital is the capital 

that invested in total current assets of the business firm. GWC is termed as the total 

current assets of the firm James et al (2005). Examples of Gross working capital are 

Inventories Trade Debtors, Loans and Advance, Cash and Bank Balances, Bills 

Receivables, and Short-term Investment. 

Mathematically  

GWC = CA 

Whereby  

GWC = Gross Working capital 

CA = Current Asset 

Gross               Net      

Working      Working              

Capital           Capital   

(GWC)              (NWC)
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CL= Current Liability   

NWC is the model, which reflects CA and CL of the firm. NWC explained as an 

excess of CA over the CA of the firm in a specific period of time. When the CA 

exceeds the CL, it is termed to be positive working capital, and vice versa. Examples 

of Net working capital are trade creditors, bills payable, accrued or outstanding 

expenses, trade advance, short term borrowings, provisions and bank overdraft. 

Mathematically  

NWC = C A – CL 

Whereby 

NWC = Net Working Capital  

CA = Current Assets  

CL = Current Liabilities  

 

2.2.4 Types of Working Capital  

Khan and Jain (2003) explained that working capital classified into three categories 

that are permanent working capital and variable working capital.  

Figure 2.2: Types of working capital  

 

           

           

           

           

         

 

Source: Khan and Jain (2003) 

Working capital  

Variable working capital  Permanent working capital  
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Permanent working capital refereed  as the least amount of investment in entirely 

current assets of the firm which is required at all times to carry out minimum level of 

activities of the business. Sometimes, it termed that permanent working capital 

characterizes the current assets of the firm that are necessary for a continuing basis 

over the entire period of a year Khan and Jain (2003) 

Sanger (2011) defined permanent working capital as the least level of current assets 

that is continuously set by the business firm in order to carry on its day to day 

operations of the business. Permanent working capital is said to be permanent in the 

same way like fixed assets. In consideration of variation in the production and sales 

of the firm, the need for working capital, over and above the permanent working 

capital, will fluctuate. 

Figure 2.3: Permanent Working Capital  

 

Source: Sanger (2011). 

Variable working capital referred as the working capital of the firm which keeps on 

changing with the variation in the production and sales. It is the extra working 

capital, over the above the permanent working capital, that is set to support the 

varying production and sales activities. It sometimes referred as fluctuating working 

capital. Sanger (2011) argued Suppliers of temporary working capital can expect 
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return on it during off season. Henceforth, temporary working capital is usually 

funded from short-term sources of finance such as bank credit. 

Figure 2.4: Variable Working Capital  

 

Source: Sanger (2011). 

2.2.5 Trade Receivable  

According to Joy (1978), trade receivable is amount owed to the business enterprise, 

usually by business customers. It is sometimes broken down into trade accounts 

receivables, the former considered as amounts owed by customers, and the later 

considered as amounts owed by employees and others.  

Generally, if a firm doesn’t receive cash payment in respect of normal sale of goods 

or services directly in order to give them time to pay for the goods or services they 

have received. The business is termed to have trade credit customers. Therefore, 

trade credit provides rise to certain book of debts that expected to be collected by the 

business. Sale of goods on credit converts Goods of a selling firm into receivables 

accounts, on their maturity these receivables are realized and cash is generated. 

Therefore remaining balance on the receivables books calculated by multiplying 

average daily credit sales and average collection period. 
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Mugo (2016), explained receivables account as an amount payable to a business firm 

by its customers resulted by sale of products on credit terms. The products are loaned 

to a customer who expected to pay within a specified period of time. The time 

repaying is different depending on the customers, it can be 15 days, 30 days 90 days 

or more depending on relationship between suppliers and a customers. Trade 

receivables account  originate from selling products on credit which can be explained 

as loan that is secured in timing and value to the exchange of products.  

Emery et al (2004) explained that Trade receivables are receivables amount that arise 

in the daily selling of goods to customers, while non-trade receivables includes items 

such as interest receivables, insurance claims receivables or receivables from 

employees.  

Effective trade receivable management is significant to the firm since it affects and 

impact very much the financial performance of the firm. A business firm must try to 

link cash inflows with cash outflows in framing a cash flow management strategy as 

it is affects a firm’s financial performance. The essential mandate of trade 

receivables management lies in shareholder wealth maximization. Trade Receivables 

constitute a big investment in the firm current assets; therefore they should be 

evaluated just like capital expenditures for their net present values.  

Lazaridis (2006) defined trade receivable as the customers who have not yet made 

payment for goods or services which the firm has provided. Therefore receivable is 

calculated as accounts receivable divided by sales. This variable represents the 

receivable that the business firm will collect from its customers.  

Account receivable   =  debtors   

     Sales  

Lawrence et al (1973) argued that trade receivable comprises an amount that has not 

been collected as a result of credit sales from debtors. The word debtors implies as an 

amount owed to the business firm by clients coming from sale of goods in the normal 

business dealing. Receivable account constitute element of risk, economic value and 

futurity. Cash sales are termed to be riskless rather than credit sales. To the one who 
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buy, the economic value in goods and services process and transferred instantly at 

the time of exchange or sale, while the one who sells expect an equivalent value of 

goods or services sold to be received on later period upon the agreed credit term of 

business.  

2.2.6 Cash Management  

Cash management defined by Brandt (1971) in term of capability of the business to 

manage and to identify the causes of the related problems with cash that can arises in 

future course of the business .Planning and control over the business cash is very 

significant for smoothening the daily activities of the business. This includes looking 

for suitable alternatives to control any expected cash insufficient in the business 

when arises. Management of business cash can be termed as an art that created a 

balance between the two things, liquidity of the business and profitability of the firm 

to ensure that there is equilibrium between the activities in the business and 

attainment of the overall business objectives. 

 

Cash management is all about keeping and maintaining necessary quantity amount of 

coins, notes and bank balances that signifies the lowest suitable cash figure to meet 

business firm activities at any point in course of business. It includes managing cash 

flows within the firm and the cash balances held by a firm at a point of time. Cash 

management in the business is about proper allocation of business money in right 

business activities by avoiding keeping excess money unnecessarily. 

 When business tends to hold excess money, decision must be reached whether to 

make temporary investment in short time securities or to make payment of various 

bills which are due to improve business relationship with creditors. All these should 

be taken with great care without disturbing the smoothness of daily running of the 

business Lawrence et al (1973). 

Cash management is one among the most important areas in the daily management of 

the firm’s deals with the management of working capital, which is referred as all the 

short-term assets used in daily operations. This involves primarily of cash, accounts 

receivable, marketable securities and inventory. The balances in these accounts may 
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be highly volatile as they respond very quickly to changes in the business firm’s 

operating environment. 

Cash as other current asset is the most and very significant input in current asset for 

the operations of the daily business activities. It is the basic and most input needed to 

keep the business running on a constant level of performance. It is the current asset 

which the business firm can disburse instantly to settle liabilities without any 

restriction. The word cash in business implies currency, coins, cheque held with 

business firm and balances in the business bank accounts.  

  

 

Cash refers to all money items and sources that are rapidly obtainable to support in 

paying business daily operations. In the report of financial position (balance sheet), 

cash assets include deposits in financial institutions and cash equivalent in money 

marketable securities.  

 

Block and Hirt (2000) Argued that cash as the other items and resources that are 

instantly available with business firm for settling bills when become due. The 

management of it (cash) as other items becoming more complicated in the universal 

and electronic period of the 1990s as financial managers try to squeeze the last dollar 

of profit out of their cash management policies.  

 

Despite the straggle and intention of minimizing the cash conversion durations and 

the costs in the conversion series, the companies cannot avoid all costs since they 

have their own function and responsibilities to consider. By considering these 

activities corporate must make sure that it keeps some cash for unforeseeable event 

as well as planned expenditures that can occur in their everyday dealing of business.  

2.2.7 Inventory Management  

Sharma (2003) define the term inventory as the number of quantity of goods, 

therefore raw materials and finished goods that are ready at a given point of time for 

business activities. Inventories comprises parts of machines that have been kept for 
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emergency replacement, raw materials for production and processing, finished goods 

that are ready for dispatch against raised customer demand and order. 

  

Lysons and Gillingham (2003) defined an inventory as the stock of the goods that a 

business firm produces for sales and any components that composes a product. 

Therefore it is a stock of any items or resources that are being used in the 

organization 

According to Okoh et al (2008), inventory is quantity of raw materials, supplies, 

work in progress and finished stock that are stored for use as need arises. Raw 

materials include commodities like steel and lumber that go into the final product. 

Supplies include maintenance, repair and operating inventory that do not go into the 

final product. Work in progress is materials that have been partially fabricated but 

are not yet completed.  

Jacobs et al (2011) explained Inventory as the stock of any item used in a business 

firm. An inventory system is the set of policies that control levels of inventory, also it 

determine what levels should be maintained within the business firm. They 

determine when stock should be replenished, and how large orders should be.  

Inventory management is defined by Kwadwo (2016) in term of keeping and 

maintaining reliable quantity of goods both raw materials and finished goods for the 

business activities concern at a level that will cost the business less compared with 

other managements set targets. It is all about making sure that, the required inputs for 

the business are available for production at all the time when needed at a low cost 

without interrupting the daily production plan as well as the whole business 

objectives to be achieved. Inventory management involves planning, organizing, 

controlling and directing of the production activities.  

Anene (2014) explained that the essence of implementing inventory management in 

the organization is to regulate and initiate a suitable system that minimizes total 

overall expenses in the business.  Inventory management establishes the quantity 

number of goods to be placed for order from supplier at a point of demand and 

shortage as well as the time period during ordering and delivery of such goods.      
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He added that excess number of inventory in hands or in warehouse occupies big 

area with cost associated in storage and sometime goes to spoilage that may cause 

business to face a financial losses and this is a burden to the overall business 

performance in other hand insufficient inventory may cause interruption in business 

operation and loss of customers.   

Muhayimana (2015) argued that, the effective and efficient inventory management is 

about maintaining right amount of goods required by the business firm at any point 

in time for specific purpose. Inventory management involves formation of a reliable 

procedure for ordering plan that will assist by ensuring all required materials are 

available when production and demand arises as well as implementing a suitable 

system in the warehouse and all concern personnel in charges with stock to track and 

monitor existing inventories and their consumption or usage.  

Miller (2010) argued that inventory management includes activities that put in place 

to ensure that customers have the needed goods or service. It organizes the 

purchasing, manufacturing and distribution activities to meet the marketing demands 

and organizational demands of availing the goods to the customers. It is the primarily 

involved with stipulating the size and placement of stocked goods. Inventory 

management is essential at different locations within a facility or within several 

locations of a supply network to protect the planned course of production against the 

random disturbance of running out of materials.  

2.2.8 Cash Conversion Cycle 

It is the theory that created and explained by Richards and Laughlin (1980), theory 

explains how to manage current assets and currents liabilities by dealing with the 

management of accounts receivable which debtors, inventories (raw material and 

finished goods) and payables (creditors) as  an individual components of working 

capital. Cash conversion cycle (CCC) defined by Gitman (1997) as the receivables 

conversion period, plus the inventory conversion period, minus the payables deferral 

period. 

 

Gitman (1997) argued that for the cash conversion cycle method the possibility to 

improve management of working capital becomes transparent as a result of the 
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computation and analysis of the cash conversion cycle. If the period of the cash 

conversion cycle may be improved, benefits of that will be accumulated to the 

business firm.  

 

Richards and Laughlin (1980) argued that the operating cycle down size the liquidity 

requirements and its recognition in the business firm by the time scope of its current 

liabilities part by ignoring the financing of working capital. The cash conversion 

cycle reduces the operating cycle shortage as incoming and outflow of cash are 

measured by mixing the fund investment in and financing in current assets and 

current liabilities.  

Maness (1994) argued that working capital can be measured in terms of the CCC and 

an indication of the volume and speed that cash is generated in the cycle of business 

for buying and selling for credit, creating inventories, collecting cash from customers 

and paying trade creditors.  

Managing working capital by means of the CCC approach contributes toward 

optimization of share value, decreases the need for external financing, preserves 

proportionate shareholder value, preserves unused debt capacity and enhances 

profitability. 

 

2.2.9 The Weighted Cash Conversion Cycle  

The theory was formulated by Gentry, Vaidyanathan and Lee (1990), it argued that 

weighted cash conversion cycle (WCCC) measures weighted number of days money 

are tied up in stock, receivable and payables, take away the weighted number of days 

that cash payments are delayed to suppliers for a credit purchases. The average used 

is calculated by dividing the amount of cash tied up in each part of the working 

capital by the formal value of the items, thus the performance of management at all 

parameter levels of working capital can be established accurately. 

  

Theory was developed in two phases that regulates the number of day which money 

are tied up in stock for production, final products, and unfinished product, accounts 

receivable or on credit sale, and that which gives the average or weighted operating 
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costs. The average operating cost takes costs into the analyses; they are summed 

together at every phase of the operating cycle. These operations costs are then 

adjusted for their respective average named their comparative dollar contributions.  

The weighted operating cycle gives total current asset summary in a volume for 

short-run financial management decision. The second one take away from the 

average operating cost the average number of days that payment to suppliers is 

delayed, that is the weighted cash conversion cycle since payables are delayed for 

payment to suppliers, hence they minimize the weighted operating cost in the 

business. 
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2.3 Empirical Review  

2.3.1 Effect of Receivable Management on Firm Performance 

Rao (2014) carried out his study in India; he assessed the impact of receivable 

management on capital management and profitability. The study found negative 

relationship between accounts receivables of the business firm and firm profitability 

and a positive relationship between accounts payable of the firm and profitability.  

 

Therefore, it seems that profitability manage how managers act in terms of managing 

accounts receivables. Hence, Rao (2014) suggested that managers can create value 

for their shareholders by minimizing the number of days for accounts receivables. 

Additionally, on the negative relationship between accounts receivables and 

profitability of the firm, Hence, Rao (2014) suggested that less profitable firms 

should pursue a decrease of their accounts receivables in an attempt to minimize cash 

gap in the cash conversion cycle. Rao (2014) concluded that profit of the firm can be 

enhanced if firms manage working capital in a more effective way. 

 

Mugo (2016) conducted study at Nairobi; the study assessed the effect of trade 

receivable on the profitability of the business firm. The study found that accounts 

collection period has a very significant effect on the return on the performance of the 

firms thus management of trade receivable account should be used as part of best 

practices in order to improve company performance. Mugo (2016) concluded that 

efficient accounts receivables management assists a  business firm to increase 

profitability by minimizing transaction costs of raising funds in case of liquidity 

crisis.  

 

Gill (2010) studied the relationship between accounts receivables management and 

profitability of the firm for the companies listed in the Athens Securities Exchange. 

The study took into consideration a sample size of one hundred and thirty one listed 

firms. The study conducted between the years 2001-2004. Regression analysis 

showed a statistically significant association between profitability and the cash 

conversion cycle.  Gill (2010) concluded that maximization of the cash conversion 

cycle by managers could increase shareholder value of the business firm. The study 
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also illustrated statistically significant relationship between the profitability of the 

firm and efficiency of trade receivables. 

2.3.2 Effect of Cash Management on Firms Performance 

The study of Mathuva (2010 focused on the effect of working capital management on 

corporate profitability of firms listed at the Nairobi Securities. The study examined 

the relationship between working capital management and performance of 15 

manufacturing firms listed at the Nairobi Securities Exchange for a period between 

2006 and 2010. The study presented no evidence on the relationship between cash 

management activities and performance of small and medium enterprises. However 

the study found positive relationship between cash management and performance of 

the firms in Kenya listed firms.  

 

Effen and Johnson (2011) in their study examined the relationship between CCC and 

levels of liquidity, invested capital and performance in small and medium enterprises 

over time. The sample size eight 879 small US manufacturing firms were considered 

in conducting the study. This study pointed that the implication of CCC as 

productive management instrument for small and medium firm’s owners. Finally, the 

study concludes that, there are positive relationship between liquidity and firm 

performance. 

 

The study of John (2014) assessed the effect of cash management on profitability of 

Nigerian manufacturing companies. In this study, CCC was taken as the independent 

variable with the proxies of debt ratio (DR), cash ratio (CR) and sales growth (SG). 

Further dependent variable in the study was profitability with the proxies of return on 

assets (ROA) and return on equity (ROE). The study revealed a positive and 

significant relationship between cash conversion cycle and Return on Asset, also the 

study revealed non-significant negative relationship between cash conversion cycle 

and Return on asset. 
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2.3.3 The Effect of Inventory Management on Firm Performance. 

Study of Chalotra (2013) aimed at assessing the integration of the ROA as a 

measurement of performance and a firm’s annual percentage variation in inventory 

turnover as a measurement of inventory management. The study showed that a 

negative impact on Return on Asset was experienced due to an improvement on 

turnover taking into account the impacts of time. The study evidenced that some 

turnover improvement associated with increased Return on Asset while other 

turnover enhancement associated with decreased Return on asset.   

Study of Lysons et al (2003) assessed the relation between firm inventory 

management system and the financial performance of the business firm. The research 

was conducted between the year 1992 and 2002, it used business firm specific with a 

variables like margins, inventory level and lead times as explanatory variables of the 

research. The study reports no evidence that smaller inventory levels are connected 

with financial performance as measured by return on assets.  

Furthermore study of Eckert (2007 aimed at assessing the management of inventory 

and its significant in customer satisfaction. The study revealed a positive relationship 

between customer satisfaction and supplier combination, education and training of 

employees. The study concluded that, when inventory conducted in well-organized 

system result to higher customers’ satisfaction which improves organization 

profitability.  

2.4 Research Gap 

A number of underlying studies have been initiated in Tanzania, for example, those 

related to an automated spending commitment controls,  improved budget process 

along with simplified procedures, financial reporting and other finance systems, legal 

reforms of financial management, ethics, procurement, introduction of modern audit 

methods and techniques. Other studies like Rugambwa (2016) did not show how 

performance of the company can be affected by working capital, instead he based 

only on company profitability.  Mugo (2014) explained the impact of trade 

receivable on the performance of the firm; the study ignored the impacts of other 

financial management components like cash and inventory. 
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2.5 Conceptual Frame Work 

The study assessed Impact of Financial Management on financial performance of the 

corporate in Tanzania based on management of working capital. In conducting the 

study, three specific objectives were taken, which includes determining effect of 

receivable and payable management on profitability of TBL, to determine the effect 

of inventory management on profitability of TBL and to determine the effect of cash 

management on profitability of TBL.  

 

Therefore, variables were formulated whereby dependent variable and independent 

variable were developed for this study. Dependent variable is the profitability of the 

firm while independent variable was receivable, payable, cash and inventory 

management. This means that for the firm profitability to increase or decrease, it 

depends on the management of cash account, receivable account, payable account 

and inventory account.  

 

Working capital has four components that are receivable, payable, cash and 

inventory, when these components are well managed; each component has its own 

contribution to the firms’ performance hence when they well managed results to 

higher profits for the firm.  

Firm profitability is the combination of sales growth, gross profit and net profit of the 

organization.  
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Figure 2.5: Conceptual Frame Work  
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Source: Researcher, 2018 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

 

3.1 Introduction. 

The chapter represents the way research was designed and the way field work were 

carried out for this thesis study. It discusses and present different types of data used 

and their sources, methods used to collect both primary and secondary data, it present 

analysis of data collected, area of thesis study, study population, sample size and 

sampling techniques that were used. 

3.2 The Study Area 

The study conducted in Dar es Salaam at Tanzania Breweries Limited (TBL) 

Headquarter, which is located in the East of Tanzania main land and it is one of the 

four operating regional breweries in Tanzania, it operates other breweries in Mbeya, 

Arusha, and Mwanza, and also its own eight branches for supplying throughout the 

country. 

Tanzania Breweries Limited is dealing in the production, supply and sale of malt 

beer, non-alcoholic malt beverages and alcoholic fruit beverages. The Company 

operates through two divisions: Beer, and Wines and Spirits. The beer segment 

comprises clear beer and opaque beer. The Company and its subsidiaries own various 

liquor brands, such as Safari Lager, Kilimanjaro Premium Lager, Ndovu Special 

Malt and Konyagi. The Company also produces and distributes Castle Lager, Castle 

Milk Stout, Castle Lite, Peroni and Redds Premium Cold.  

 

The Company also produces malt at its malting plant in Moshi. The Company's 

subsidiary, Tanzania Distilleries Limited, also distributes Amarula and various other 

international brands of wines and spirits. The Company's subsidiaries also include 

Darbrew Limited and Kibo Breweries Limited. 

3.3 Research Design. 

Kothari (2004) describe and define the term research design by saying, it is an 

arrangement of all conditions that are going to be used in collection of all necessary 
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information and analysis of those information in a manner that aim in gathering 

relevance data for accomplishment of a proposed study. Therefore research design is 

the Conceptual structure within which research was conducted, it constituted the 

blueprint for the collection, measurement and analysis of data. 

The study will use case study design; this is the method the researcher decided to use 

as it involves an up-close, in-depth and in detailed examination of a topic of this 

thesis study as well as its related contextual conditions. Researcher selected this 

method because it cost less and take short period of time conducting the study.  

3.4 Population 

A population is a group of individual, objects or some items from which the samples 

are considered and taken for a study measurement. Population also can be referred to 

the larger number of group of individual from which the sample is taken Kaplan and 

Maxwell (2009). At March 2017, the TBL had 1,818 employees, out of which 336 

were female and 1,482 were male. Therefore the study population was 1818 

employees of TBL. 

 

Table 3.1: Study Population  

Population  Number of employees  

Male  1482 

Female  336 

Total population  1818 

 

Source: TBL (2017) 

3.5 Sampling Techniques and Sample Size 

3.5.1 Sample Size 

Because of the financial resources and time constraints it was not be possible for the 

researcher to cover the TBL population as a whole but instead sampling technique 

used to serve both time and money for accomplishing this research work. Researcher 

is in believes that the sample size taken represent a true picture of the population 

opinion on this thesis as it was expected.  

The following table below shows the samples distribution 
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Table 3.2: Sample Size 

Respondents  Frequency  Percentage % 

Male  96 60 

Female  64 40 

Total  160 100 

Source: Researcher, 2018 

 

3.5.2 Sampling Techniques 

3.5.2.1 Simple Random Sampling 

Random sampling used to select individuals from department who provided any 

information that will confirm practice of financial management system in the TBL. 

This is the method whereby respondents are selected randomly from a group of 

population in order to facilitate data collection process, Kadilar and Cingi (2004). 

In selecting sample from TBL population (N), researcher chose to select one sample 

from every 11 employees (R). This means that in TBL Population of 1818 

employees, researcher chose 160 respondents by selecting one respondent after every 

11 respondents from the population.  

 

Such that; 

               N: Represent number of population of TBL. 

               R: Represent selection criteria from the population. 

               S: Sample selected from population. 

Given;  

              N = 1818 

               R = 11 

               S = 160 

 

Whereby; N/R =S 
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  Therefore, 1818/11 = 160. 

Researcher used this method because it is simple to use, it takes short period of time 

and cheap in implementation. Also the method is free from bias, errors and prejudice. 

By using this method, it was easy for research to assess sampling errors.  

3.6 Data Collection Techniques 

This refers to the methods which a researcher is going to use for this thesis study data 

collection. The researcher used the following techniques such as questionnaires 

techniques, interviews techniques and documentary review techniques to collect 

primary and secondary data. 

3.6.1 Primary Data Collection 

Primary data are information obtained by the researcher for the first time through use 

of questionnaires and interviews. The researcher used questionnaire as the method of 

collecting primary data from staffs of TBL. Primary data was conducted by a means 

of case study whereby questionnaire was administered to the respondents.  

Furthermore the primary data for this research work were collected by interview 

methods from senior and head of departments. 

3.6.1.1 Questionnaires 

Questionnaire is an instrument which is used in data collection process. According to 

Saunders et .al (2009), questionnaire is a combination of questions which are 

composed based on the topic for research and sent to the selected sample of the 

population to answer and return back the filled questionnaire to the researcher for 

giving out the results after summarizing them. The questionnaire-based-survey, by 

means of using this method a number of 160 junior and senior staffs will be in touch 

with the researcher to provide pertinent answers to questionnaire (Appendix I).  

3.6.1.2 Interviews 

Interview is the data collection method whereby interaction between two or more 

selected sample are questioned and asked by the interviewer to provide the facts or 

statements from the interviewee, Russell (1940). Under this method researcher made 

direct consultation with 20 who were seniors workers like head of departments and 

sections in the Company. All interviewing techniques used to ensure that the 

https://en.wikipedia.org/wiki/Question
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respondents are free to answer and explain all what they know about financial 

management. Interview method included then senior consultants from departments.  

 

3.6.2 Secondary Data Collection 

Secondary data are information obtained by the researcher from the already available 

sources. They include the data that obtained from already made records like books, 

articles, journals, researches and other published materials. For this study the 

researcher used past records and report of TBL like annual reports, financial reports, 

journals and publications which relate to the research objectives. In secondary data 

collection, documentary review was used.  

The study used interview methods in order to add accuracy to the data collected by 

questionnaire methods. Also there were workers who were very bus thus they didn’t 

have time to fill questionnaire like senior workers.     

3.6.2.1 Documentary Review 

This involved collection of data through reading various documents including 

various required books, required journals, published articles, official document 

published, reports and seminar papers presented. The technique refers to acquisition 

of data from various documents. Therefore, through documentary review the 

researcher collected satisfactory information in financial management system. This 

helped the researcher to get knowledge about the topic under study, determine the 

research gap, and provides methodologies that used during the study. 

3.7 Data Analysis 

Data from questionnaires summarized, edited coded, the coding involve structuring 

the responses from the open and closed ended questions assigning the nominal value 

for analytical purposes. The quantitative and qualitative data was feed the computer 

and analyzed using statistical package for social science (SPSS) computer 

programme. Both descriptive and inferential statistical analysis was done. 

Descriptive statistical analysis mainly concentrated on frequencies and percentages 

Inferential statistical analysis provide an idea of about whether the patterns described 
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in the sample are likely to apply in the population from which the samples drawn 

James (2007). 

 

 

 

 

CHAPTER FOUR 

PRESENTATION OF DATA, ANALYSIS AND DISCUSSION 

4.1 Introduction 

This chapter consists of presentation, discussion, analysis and interpretation of the 

findings of this research work. The findings are discussed based on respondents’ 

reaction to various specific questions that were derived from research objectives and 

questions.  The questionnaires and interview guide were designed to cover two main 

aspects of information needed: general background information and specific 

information. All data collected from the research work then are presented and 

analyzed quantitatively and qualitatively. 

4.2 Characteristics of Respondents 

Study used 160 respondents who were workers of TBL, these workers included 

customer services officer, marketing officer, procurement officers, and 

accountants.  Dunnette,(1990) argued that in social sciences the characteristics of the 

respondent has a very significant role to play in giving response in a particular study 

problem. It is due to experience and different level of understanding. Therefore in 

this study characteristics that will be discussed are the age, gender education 

background and experience.   

4.2.1 Gender of Respondents 

Study used both female and male gender during collection of data; the aim was to 

gather different views in concluding the research. The gender of respondents were 

assessed so as to give a true picture of gender distribution of respondents during the 

study and their views concerning this study:- 
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Table 4.1: Gender Distribution of Respondents  

Respondents  Frequency  Percentage % 

Male  96 60 

Female  64 40 

Total  160 100 

Source: Field data, 2018 

Table 4.1 above shows that 96 respondents of this thesis study were male; the 

number is equivalent to 60 percent. Other 64 respondents were female respondents 

who were equivalent to 40 percent.   

4.2.2 Age Distribution of Respondents 

Respondents of this research who are workers of TBL come from different age 

group. Researcher grouped age of respondents into five groups which are 18-25, 25-

33, 34-41, 42-50 and above 50.  Age assessment of respondents aimed to picture that 

the views on this study were from different age groups. The following table 4.2 

illustrates the age groups of respondents with their percentages:- 

 

Table 4.2: Age Group Distribution of Respondents  

Age group No of respondents Percentage 

18 – 25 22 13.75% 

26 – 33 34 21.25% 

34 – 43 46 28.75% 

44 – 53 44 27.5% 

54+ 14 8.75% 

Total  160 100% 

Source: Field data 2018 

Table 4.2 above provides the picture of the age distribution of respondents of this 

research. Respondents who came from age group between 18-25 years were 13.75 of 

respondents while those in the age group 26-33 years were 21.25 percent of all 

respondents. 28.75 percent of respondents were between 34-43 years and those who 
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fell under the age group 42-53 years and above 54 years were 27.5 percent and 8.75 

percent respectively.  
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4.2.3 Education Level of Respondents 

Skills and knowledge in managing business is essential in any business venture, large 

number of business have been failing due to lack of skills in running business. 

Researcher asked education level of respondents, the following includes their 

responses:- 

Table 4.3: Education Level of Respondents  

Education level No of Respondents  Percentage  

Certificate  22 13.75% 

Diploma  28 17.5% 

Degree  52 32.5% 

Master’s degree  20 12.5% 

Other  38 23.75% 

Total  160 100% 

Source: Field data, 2018 

Table 4.3 above demonstrates that during the study, there were 22 respondents who 

have certificate level education who are equivalent to 13.75 percent. Diploma and 

degree had 28 and 52 respondents who are equivalent to 17.5 percent and 32.5 

percent equivalent. Respondents who hold master’s degree were 20 respondents who 

are equivalent to 12.25 percent. Further there were 38 respondents who are 

equivalent to 23.75 percent that have other education level like primary, secondary 

and vocational training education.  

4.2.4 Working Experience of Respondents 

Working experience is one of the major things which considered by employer in 

recruiting employees. Employers believe experienced person can well perform 

effectively without guidance compared to those who do not have experience. 

Therefore, researcher asked respondents about their working experience in order to 

understand how deep they can provide information to us about our study and TBL at 

large. The following includes responses of respondents on their working experience:- 

Table 4.4: Working Experience of Respondents  
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Experience  No of respondents  Percentage% 

0 – 5 years  48 30% 

6 – 10 years  74 46.25% 

Above 10 years  38 23.75% 

Total  160 100% 

 

Source: Field data, 2018 

Table 4.4 above illustrates that there were 48 respondents who are equivalent to 30 

percent of all respondents fall under working experience of 0-5 years. 74 respondents 

who are equivalent to 46.25 percent have experience of 6 – 10 years while 38 

respondents who are equivalent to 23.75 percent have experience of more than 10 

years. 

4.3 Determining Effect of Receivable on Profitability of TBL 

Receivable account play significant role on the firm profitability, the study of Baveld 

(2012) portrayed that increase of receivable accounts in one day raises the firm 

profitability in the next year by approximately 0.066% for the Gross Operating Profit 

amount and approximately 0.033% for the Return of Assets measure.  

Therefore in this study researcher assessed how receivable have effects on the firm 

profitability. The study found that, when receivable managed well in an organization 

it results to higher profitability.  The study asked respondents to on the role of the 

receivable on the profits of the business. Large number of respondents agreed that 

receivable have significant role to the profit of the firm. The following table 4.5 

shows the responses on the statement “receivable have significant role on the firm 

profitability”:- 
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Table 4.5: Effects of Receivable on the Profitability of TBL 

Receivable role on profit 

of the firm  

Respondents  Percentage % 

Strongly agree 42 26.25 

Agree  68 42.5 

Neutral  6 3.75 

Disagree  24 15 

Strongly disagree  20 12.5 

Total  160 100 

Source: Field data, 2018 

 

Table 4.5 above explained the responses of respondents on the statement receivable 

have significant role on the firm profitability, the results show that 42 respondents 

who are equivalent to 26.25 percent strongly agreed with the statement while 68 

respondents agree with the statement. Further 24 respondents who are equivalent to 

15 percent disagree while 20 respondents who are equivalent to 12.5 percent strongly 

disagreed. Respondents who claimed to be neutral were 6 respondents who are 

equivalent to 3.75 percent.  

 

Table 4.6 below illustrates the receivable account of TBL Group as at the end of the 

year from 2012 to 2017.  
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Table 4.6: Receivable and Net profits for the year from 2012 - 2017 

Years  Receivable Tzs (Million) Net Profits Tzs (million) 

2012 73,330 158,235 

2013 94,582 163,021 

2014 114,805 198,014 

2015 145,088 199,467 

2016 212,215 225,437 

2017  162,112 170,786 

 

Source: TBL Annual report 2012-2017  

 

From table 4.6 above, it clearly shows that receivable has positive effects on the 

profitability of TBL. In 2012 TBL had total net profit of 158 Tzs billion while 

receivable account had 73 Tzs billion at the end of the year, however the amount of 

receivable increased to 94 Tzs billion in 2013 which resulted to increase the 

company net profit to 163Tzs billion. Furthermore decrease of amount of receivable 

in 2016 and 2016 from 212 Tzs billion to 162 Tzs billion resulted to decrease year 

net profit from 225 Tzs billion to 170 Tzs billion.  
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Figure 4.1: Receivable and Profit Relationship 

 

 

 

Source; Field data, 2018 

 

Figure 4.1 above show the positive relationship between firm profit and receivable 

account of the firm. When amount of receivable increase, profit in the books of 

accounts it results to increase of profit and vice versa.  

4.3.1 Relationship of Average Collection Period (ACP) and Profitability of TBL 

Average collection period related to receivable account. This is among of the 

significant component of the business current assets; hence financial viability of the 

business firm can be influenced by the magnitude change in accounts receivables. 

Decision made on trade credit can be influenced by many factors such as market 

competition, price, customers, and goods or services.  

 

The study found that when managers choose to reduce the accounts receivable in the 

businesses, they limit sales through credit to customers which in turn leads into loose 

P
ro

fi
t 

 

Receivable  

Receivable and Net Profit Relationship 

Receivable and Profit Relationship



40 
 

of purchasers and reduce profits. The study Deloof (2003) explained the relationship 

between gross operating income and the time duration a business firm takes to 

receive its payment on accounts receivables to be significant negative to each other. 

The study found that average collection period of TBL range between 2.30 and 13.17 

days with the average of 6.89 days and standard deviation of 3.258 which indicates 

low instability. The study shows that TBL receives from credit sales after an average 

of seven (7) days; the minimum period taken by TBL to receive payment from credit 

sales is two (2) days and the maximum periods taken to collect payment from credit 

sales is thirteen (13)  days Rugambwa (2013).  

 

The study also asked respondents on the days that TBL used in collection of revenue 

from credit sales. Majority of respondents claimed that TBL takes more than 10 days 

in collection of revenue from credit sales. The following table 4.7 shows the 

responses of respondents on average collection period:- 
 

 

Table 4.7: Average Collection Period  

ACP Respondents  Percentage % 

1-5 days  40 25 

6-10 days  24 15 

More than 10 days  96 54 

Total  160 100 

 

Source: Field data, 2018 

 

Table 4.7 shows that, 96 respondents claimed that TBL use more than 10 in 

collection of revenue from credit sales; the number is equivalent to 54 percent. Other 

24 respondents said 6 to 10 days while 40 respondents said 1 to 5 days in credit sales 

collection, the numbers are equivalent to 15 and 25 percent respectively.  

The study found that there is positive relationship between average collection period 

(ACP) and firm profitability. This means that when company put more efforts on 
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collection of revenue will reduce bad debtors thus increasing profits. The following 

figure 4.2 shows the relationship between ACP and firm profitability:- 

 

Figure 4.2: ACP and Net Profit Relationship  

Source: Field data, 2018 

 

From the figure 4.2 above the positive relationship between ACP and firm 

profitability, this means that when average collection period increase, the profit of 

the firm will also increase, and vice versa. 

 

The relationship of the firm and Average collection period is justified by taking 

consideration the ACP and Net profit of TBL for the years between 2012 and 2017. 

When average collection period for the years increase the net profit net to increase 

and vice versa. The following table illustrates above information: 
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Table 4.8: APP and Net Profit Relation 

 

Years  ACP (Days) Net Profit Tzs (million) 

2012 25 158,235 

2013 20 163,021 

2014 16 198,014 

2015 16 199,467 

2016 14 225,437 

2017  18 170,786 

 

Source: TBL Annual report 2012-2017 

  

Table 4.8 above illustrates that during the years 2017 and 2016 the average collection 

period were 18 and 14 days whereby net profits were 170 billion and 225 billion 

respectively. During the years 2012 and 2013, average collection period was 25 and 

20 days with net profits of 158 Tzs billion and 163 Tzs billion respectively. The data 

indicates that there is positive relationship between average collection period and net 

profit. This means that when average collection period increase, the net profit also 

increase and vice versa.  

4.4 Determining Effect of Payable on Profitability of TBL 

The study found that payable account has negative relationship with the profitability 

of the firm, when payable account increase the firm profit tends to decrease and vice 

versa. The study of Baveld (2012) illustrated that regression analysis using the 

dependent variable Gross Operating Profit shows a negative effect of payable 

account on firm’s profitability during non-financial crisis years, with 1% 

significance. The results of the Return of Assets regression analysis also show a 1 

percent significant negative relation. The study found that managers keeping the 

levels of accounts payables to a minimum level in order to increase firms profits. 
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Respondents of the study when asked that payable about the relationship between 

payable account and firm profit, they agreed that the payable has negative impact on 

the firm profitability. The following includes respondents’ reactions when 

respondents asked about negative relationship between payable and firm profit. 

 

Table 4.9 Relationship between Payable Account and Firm Profit  

Negative relationship 

between payable and 

profit  

Respondents  Percentage % 

Strongly agree  52 32.5 

Agree  38 23.75 

Neutral  10 6.25 

Disagree   34 21.25 

Strongly disagree  26 16.25 

Total  160 100 

Source: Field data, 2019 

Table 4.9 above illustrate that 52 respondents strongly agreed that payable has 

negative relationship with the firm profit, other 38 respondents who are equivalent to 

23.75 percent. Further 34 respondents disagreed with the statement while 26 

respondents strongly disagreed with the statement. There were 10 respondents who 

claimed to be neutral.  

The study result is supported with the TBL report from 2012-2017 that portrayed 

negative relationship of payable account and firm net profit. The following table 4.10 

shows the results:- 
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Table 4.10: TBL Payable and Net Profits 2012-2018 

Years  Payable Tzs (Million) Net Profit Tzs (million) 

2012 168,186 158,235 

2013 111,116 163,021 

2014 101,426 198,014 

2015 113,681 199,467 

2016 125,858 225,437 

2017  133,561 170,786 

 

Source: TBL Annual report 2012-2017 

From table 4.9 above, profit of TBL seems to be decrease when receivable is down 

while it tend to increase when receivable increase. In 2012, receivable account at the 

end of the year, it recorded as 168 billion and profit was 158 billion; however the 

profit of organization in 2013 tended to increase since receivable decreased to 111 

billion. 

The relationship between firm profit and payable can be illustrated in the following 

graph:- 
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Figure 4.3: Payable and Profit Relationship 

 

Source; Field data, 2018 

Figure 4.3 above show the negative relationship between firm profit and payable 

account of the firm. When payable amount increase in the books, it results decreasing 

of profit and vice versa. 

4.4.1 Relationship of Average Payment Period (APP) and profitability of TBL 

Average collection period is number of days a company takes to pay off creditors, as 

the average payment period increases, cash should increase as well, but working 

capital remains the constant. Most of the firm tries to decrease the average payment 

period in order to retain their suppliers and keeping their larger suppliers happy and 

possibly take advantage of trade discounts.  

Researcher asked respondents about number of days used by TBL in paying 

creditors, large number of respondents claimed that it takes more than 10 days to pay 

creditors. According to interview with procurement, it ranges from 15 to 30 days to 

pay creditors in TBL.  

The following table 4.11 shows the responses of respondents on the number of days 

used in by TBL in paying creditors.  
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Table 4.11: Average Payment Period  

APP Respondents  Percentage %  

1 -5 days  44 27.5 

6 – 10 32 20 

More than 10 days  84 52.5 

Total  160 100 

Source: Filed data, 2018 

 

Table 4.11 above shows that 44 respondents said that it takes 1 to 5 days for the TBL 

to pay for the credit purchase, the number is equivalent to 27.5 percent. There were 

32 respondents who said that it takes 6 to 10 days while majority (84) of respondents 

who are equivalent to 52.5 percent said it takes more than ten days to pay creditors.  

Study of Rugambwa (2016) assessed the average payment period of the TBL, the 

study found that Average Payment Period (APP) ranges between 14 and 513.18 days 

with the average of 1.3359 days and standard deviation of 155.9820. Therefore, this 

shows that company waits an average of 1.3359 days to pay their purchases; the 

maximum period taken for the company to pay its purchases is 513 days.  

 

The study found that average collection period has negative relationship with profit 

of the firm. When company use long period of time in paying creditors, the company 

can’t get early payment discount and thus increase production costs. This cause 

operating cost to increase thus profits decrease. The following figure shows the 

relationship between average payment period (APP) and firm profitability:- 

Figure 4.4: APP and Net profit Relationship  
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Source; Field data, 2018 

Figure 4.4 above shows the negative relationship (inverse relationship) between APP 

and profitability of the firm. When average collection period increase results firm 

profitability to decrease and vice versa.  

Figure 4.4 can be supported by TBL data that shows different average payment 

period for different years. Data shows that, as the average payment period increase, 

net profits tend to decrease and vice versa. The following table 4.12 shows above 

illustration:- 

 

Table 4.12: APP and Net Profit Relation 

Years  APP (Days) Net Profit Tzs  (million) 

2012 87 158,235 

2013 81 163,021 

2014 60 198,014 

2015 65 199,467 

2016 54 225,437 

2017  76 170,786 

Source: TBL Annual report 2012-2017  
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Table 4.12 above show the relationships between average payment period and net 

profit of TBL. In 2012 average payment period was 87 days and net profit of 158,235 

billion while in 2015 average period was 65 days and net profit was 199,496 billion.  

4.5 Determining Effect of Inventory on Profitability of TBL 

Inventory management is very crucial to a firm because mismanagement of inventory 

threatens a firm’s viability. When business maintain a high volume of goods first 

they takes a big area unnecessarily, secondly they tend to increase storage and 

maintenance cost since produces from TBL needs special storage facilities to avoid 

spoilage, and increases possibility of damage which creates financial burden to the 

firm in term of cost and losses. The study found that, keeping large inventory in 

warehouse reduces the profit generated since it increase storage cost and reducing 

profits from sales generated. Thus company should make sure it produces reasonable 

amount of products needed to the market, this is because by producing reasonable 

amount it will reducing storage cost and damage of products caused by storing for 

long time.  

 

During the study, researcher asked respondents on the significant role of the 

inventory management on the firm profit, large number of respondents agreed that 

inventory management has crucial role on boosting firm profit when conducted in a 

good way. The following table 4.12 shows the responses of respondents on the 

importance of inventory management on the firm profit:- 

 

Table 4.13: Significant of Inventory Management on Firm Profit  

 Respondents  Percentage % 

Strongly agree 34 21.25 

Agree  58 36.25 

Neutral  22 13.75 

Disagree  26 16.25 

Strongly disagree  20 12.5 

Total  160 100 

Source: Field data, 2018 
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Table 4.13 above shows that out of 160 respondents 34 respondents strongly agree 

and 58 agreed that inventory management play significant role on the firm profit. 

Further 26 respondents disagreed while 20 respondents strongly disagree; there were 

22 respondents who claimed to be neutral.  

 

The study found that, within the firm as the inventory decrease in the warehouse, the 

profit of the firm increase. This means that, inventory has negative relationship with 

the firm profit. Organization should ensure, it sell more products as much as it can so 

as to reduce number of inventory stored in warehouse.  

 

The following table 4.14 shows the empirical evidence from TBL, the table 

illustrates that as the amount of inventory decrease, net profit of the firm tend to 

increase.  

 

Table 4.14: TBL Inventory and Net Profits  

Years  Inventory  Tzs (Million) Net Profit Tzs (million) 

2012 110,070 158,235 

2013 102,322 163,021 

2014 110,885 198,014 

2015 90,376 199,467 

2016 91,729 225,437 

2017  93,298 170,786 

 

Source: TBL Annual report 2012-2017 

Table 4.14 above shows that in 2012 during the end of the year there were inventory 

worth 110 Tzs billion and profit of 158 Tzs billion, however in 2013 inventory 

decreased to 102 billion which results to increasing of total profit to 163 Tzs billion.  

Therefore, negative relationship between inventory and profit of the firm illustrated 

on the following diagram. 
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Figure 4.5: Relationship between Inventory and TBL profit  

 

Source: TBL Annual report 2012-2017 

 

Figure 4.5 above shows the negative relationship between firm profit and inventory 

of the firm. When inventory increase profit decrease and vice versa. 

4.5.1 Relationship of Inventory Conversion Period (ICP) and Profitability of 

TBL 

The business firm has to take into consideration to hold a minimal reasonable point 

of inventory in relation to the cost involved in managing it. This is because 

maintaining a large inventory implies using capital to finance it and to cover different 

costs like insurance, storage, obsolescence, spoilage and transport cost that increase 

cost of sales. However, keeping a low level of inventory can result to less sales and 

stock out. Therefore, inventory control must be observed from integrative 

perspective; inadequate inventory control is the major source of many business firms 

failure since the incapacity to send required goods to customers.  Business Managers 

of the companies can reduce the period that takes to change raw materials into 

realized actual cash so as to enhance the profitability of the company and also to 

create the value of shareholders wealth. 
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Study of Rugambwa (2016) assessed the impact of ICP on TBL profit; the study 

found that ICP ranges between 33.6 days and 668.95 days with the average of I.6204 

days and standard deviation of 227.36. The maximum period taken by the TBL to 

convert its inventory 669 days and the minimum time taken is 34 days.  

 

Therefore, our study convenes study of Rugambwa (2016) since study found that 

TBL use more than 10 days to convert inventory cash. During the study, researcher 

asked respondents on the number used by the firm to convert inventory into cash, the 

following include study results:- 

 

Table 4.15: Inventory Conversion Period  

ICP Respondents  Percentage % 

1-5 days  38 23.75 

6-10 days  44 27.5 

More than 10 days  78 48.75 

Total  160 100 

 

Source: Field data, 2018 

 

Table 4.15 above shows that majority of respondents (78) claimed that TBL use 

more than ten days to convert inventories into cash. Other 44 respondents who are 

equivalent to 27.5 percent claimed that it takes 6 to 10 days to convert inventories 

into cash. Also 38 respondents who are equivalent to 23.75 respondents said that it 

take 1 to 5 days. 

 

Therefore, the study found that for the firm to earn more profit it should have higher 

ICP. This means there is negative relationship between ICP and firm profitability. 

The following figure 4.4 show the relationship between firm profitability and ICP;- 
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Figure 4.6: ICP and profitability relationship  

Source: Field data, 2018 

Figure 4.6 above show the negative relationship between ICP and firm profitability. 

This means that, when inventory conversion period increase, firm profitability also 

decrease and vice versa.  

 

Figure 4.6 justified by taking consideration on inventory conversion period of TBL 

and net profits for the years between 2012 and 2017. The following tables show the 

inventory conversion period and net profit of TBL.  

 

Table 4.16: ICP and Net Profit Relation 

Years  ICP (Days) Net Profit Tzs (million) 

2012 45 158,235 

2013 37 163,021 

2014 27 198,014 

2015 27 199,467 

2016 21 225,437 

2017  32 170,786 
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Source: TBL Annual report 2012-2017 

Table 4.16 above shows that inversely relationship between net profit and inventory 

conversion period. In years 2017 and 2016 ICP were 32 and 21 days while net profits 

were 170 Tzs billion and 225 Tzs billion respectively. In years 2012 and 2013 net 

profit were 158 Tzs billion and 163 Tzs billion respectively. This shows that when 

ICP increase, the net profit decrease and vice versa.  

4.5 Determine Effect of Cash Management on Net Profit of TBL 

Cash management play significant role on increasing firm profitability; the firm that 

aim to maximize objective, always want to acquire necessary resource to cover 

operating cost. Not every transaction which conducted in an organization will be 

conducted through bank, there some payment that should be paid in cash basis, 

example casual salaries and stationeries.  

 

The study found that business firms that possess a high free cash flow are likely 

favorable and looks to be more attractive for investors that look for suitable 

opportunities to invest their surplus resources in the market. Creditors and investors 

are willing to and are more attracted to invest in business firms that possess high free 

cash flows because the strength of debts kickback and the definition of financial 

flexibility of the company are the means for assessing these business firms. 

 

The study asked respondents on the necessity of cash management to the profitability 

of the business firm. Large number of respondents agreed that cash management 

have great role on increasing firm profit. The following table 4.14 shows the 

responses of respondents on the necessities of the cash management on the firm 

profitability:- 
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Table 4.17: Importance of cash Management on Firm Profitability  

Importance Cash 

management on firm 

profit  

Respondents  Percentage % 

Strongly agree  32 20 

Agree  40 25 

Neutral  26 16.25 

Disagree  30 18.75 

Strongly disagree  32 20 

Total  160 100 

Source: Field data, 2018 

 

Table 4.17 below illustrates that 32 respondents strongly agreed that cash 

management has significant role to the firm profitability, the number is equivalent to 

20 percent. 40 respondents agreed with the statement that is equivalent to 25 percent. 

Also there were 30 respondents equivalent to 18.75 percent who disagreed with the 

statement, while 32 respondents strongly disagreed with the statement. There were 

26 respondents equivalent to 16.25 claimed to be neutral.  

 

The following table shows the cash and bank balance in relation to profit of TBL for 

financial years 2012-2017.  

 

Table 4.18: TBL Cash and Bank balance as at end of financial years 2012-2017 

Years  Cash and bank Tzs (Million) Net Profit Tzs (million) 

2012 96,667 158,235 

2013 42,065 163,021 

2014 6,921 198,014 

2015 24,267 199,467 

2016 319,246 225,437 

2017  331,833 170,786 

Source: TBL Annual report 2012-2017 
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Table 4.18 above shows that at the end of the financial year 2012 and 2013 cash and 

bank balance were 96 Tzs billion and 42Tzs  billion and profits were 158 Tzs billion 

and 163 Tzs billion respectively. Further in financial years 2016 and 2016, cash and 

bank balance were 319 Tzs billion and 331 Tzs billion and profits were 225 Tzs 

billion and 170 Tzs billion respectively.  

4.4.7 Relationship of Cash Conversion Cycle (CCC) and Net Profit of TBL 

This is the period of time that cash is in held in accounts receivables and inventory, 

evidence from literature review shows that there is negative relation between  CCC 

and profitability, this indicates that an increase in CCC decreases firm profitability 

and vice versa. 

 

The study found that mean of CCC which is used as comprehensive measure element 

of managing working capital is 23 days and standard deviation is 20 days while the 

minimum value of cash conversion Cycle is -8 days and the maximum value of Cash 

Conversion Cash is 50 days. The standard deviation is nearer to average. The 

minimum value of current ratio (CR) for the period is 0.60 and the maximum value 

of current ratio is1.48. 

 

The following figure 4.7 shows the relationship between Cash Conversion circle and 

firm profitability:- 
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Figure 4.7: Relationship between CCC and Firm Net Profit  

 

Source: Field data, 2018 

Figure 4.7 above shows the negative relationship between cash conversion period 

and profit of the business firm. This means that as the cash conversion circle increase 

profit of the firm tend to decrease and vice versa.  

The relationship between CCC justified by considering the net profits of TBL and 

CCC for the period between 2012 and 2017. The following table illustrates that:- 

 

Table 4.19: CCC and Net Profit Relation 

Years  CCC Days) Net Profit Tzs (million) 

2012 21 158,235 

2013 17 163,021 

2014 15 198,014 

2015 15 199,467 

2016 10 225,437 

2017  17 170,786 

Source: TBL Annual report 2012-2017 

  

P
ro

fi
t 

 

CCC 

CCC and Net Profit Relationship 

CCC and Profit Relationship



57 
 

Table 4.19 shows that in years 2017 and 2016 CCC was 17 days and 10 days 

whereby net profit was 170 Tzs and 225 Tzs billion. In years 2012 and 2013, CCC 

was 21 and 17 days whereby net profit was 158 and 163 Tzs billion. This shows that 

when CCC increase, net profit tend to decrease and vice versa.   

4.5 Impact of Financial Management on Financial Performance of 

the Corporate 

 The study assessed impact of financial management on financial performance of the 

corporate. However, the study base on the working capital and profitability of the 

corporate. Four elements of working capital that are payable, receivable, inventory 

and cash management were discussed in this chapter. Therefore in consideration of 

the data collected and analysis made by researcher, financial management has the 

following impact to the financial performance of the corporate:- 

Payable management have direct impact to the purchasing cost, when corporate pay 

creditors on time results to early payment discounts and thus to reduce purchasing 

cost. Increasing of direct purchasing cost have direct positive impact to the operation 

cost which that reducing gross profit. Therefore payable account when controlled 

well can result to higher gross profit. A corporate that has a higher average payment 

period, it operates its business with higher operating cost which result low gross 

profit. APP should be reduced so as to attract early payment discount.  

Receivable management can result to low or higher profit within a corporate in a 

sense that, when corporate collect revenue on time from credit sales, the fund will be 

allocated on other operating activities. Receivable management have positive impact 

on the sales growth of the organization, for the corporate to have higher sales growth, 

it should control well credit sell. Average collection period should be reduced so as 

to collect more sales revenue from credit sales in short period of time. 

Inventory management have positive impact to the operating cost since storing 

inventories associated with insurance cost, storage fee, security fees etc. These costs 

direct impact gross profit since they tend to increase operating cost. A corporate 

should have minimum inventory conversion period in order to avoid cost associated 

with storing.  
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Cash management has a significant impact to the general activities of the corporate. 

Therefore it has negative impact on the net profit of the corporate, since creditors and 

investors are willing to invest in business firms that have high free cash flows 

because the strength of debts kickback and the definition of financial flexibility of 

the company are the means for assessing these business firms. Therefore when 

company does not have higher cash conversion cycle, it will be avoided by investors 

and suppliers.  
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CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

5.1 Introduction 

This chapter includes Summary, conclusion and recommendations of the study, after 

passing through all data collected during the study and analyzing; now researcher is 

concluding the study.  Summary will base on the data found and analysis and then 

researcher will conclude basing on impact of financial management on corporate in 

Tanzania. Furthermore researcher will provide recommendations to the various 

groups including recommendations for further studies.  

5.2 Summary 

The study assessed the impact of receivable on profitability of corporate, positive 

relationship between these two (receivable and profit) found. One day increase of 

account receivable increases the profitability of the firm in the next year by 

approximately 0.066% for the Gross Operating Profit measure and approximately 

0.033% for the Return on Assets measure. In consideration of TBL, an increase of 

receivable at the end of the years 2012 and 2013 from Tanzania shillings 158 billion 

to 163 billion respectively as the result of increase of payable account balance by 

Tanzania shillings 21 billion. 

The study assessed the impact of payable ton profitability of the firm whereby TBL 

was taken as the case study. The result showed increase of the amount of payable 

amount on the balance sheets result to lower profit and vice versa. Result of 

secondary data showed that the Return of Assets regression analysis illustrate one 

percent (1%) significant negative relation between payable and profit of the 

corporate. In TBL, decrease of payable amount on balance sheet at the end of the 

years 2012 and 2013 from Tanzania shillings 168 billion to 111 billion respectively, 

resulted to increase of profit by Tanzania shillings 5 billion.  

This thesis assessed impact of inventory management and its impact on the 

profitability of the corporate, negative relationship was found between inventory and 

profit of the corporate. As the inventory balance increased on the balance sheet of 

TBL, profit tends to decrease and vice versa. The reasons mentioned as the increase 



60 
 

of operating cost resulted by storing inventory. A decrease of inventory for the years 

2012 and 2013 from 110 to 102 respectively resulted increase of profit by 6 billion.  

Cash management found to have positive relationship with profit of the firm, as the 

cash transactions increase in the corporate result to increase profit of the corporate, 

and vice versa. Creditors and suppliers have confidence with organization which has 

a low cash conversion cycle compared to those with higher CCC.  

5.3 Conclusions 

This research study aimed at assessing impact of financial management on financial 

performance of the corporate based on working capital in Tanzania. On the 

performance side, researcher based on the firm profitability, specifically the study 

based on the effect of receivable, payable, cash and inventory management on 

profitability of Tanzania Breweries Limited.  

 

Researcher concludes that, working capital management and financial management 

at large has great impact on the performance of the firm, it tends to control all 

financial activities that conducted within the firm. Working capital elements that are 

receivable or debtors, payable or creditors, inventory account and cash account 

together they play significant role in making sure that the firm profit is going 

steadily.  

Payable account play significant role on the business firm, however firm have to 

ensure it maintain it in reasonable ways to reduces amount that company owed. The 

study found that, there is a negative relationship between account payable and profit 

of the firm. Further study found a negative relationship between inventory and profit 

of the firm, while it found positive relationship between firm profit and profit.  

 

The study found that there is positive relationship between inventories and cost of 

sales of the firm, this means when inventory increase, the cost of sales also increase 

and thus reduces firm profits. Storing inventory for long period of time (higher ICP) 

result to increase of operating cost since storage associated with insurance, 

warehouse cost, security, broken product costs, etc. these costs tends to increase 

operating cost which is direct affect gross profit.  
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Further study found positive relationship between average collection period, average 

payment period and profit of the firm. When firm takes long period of time in 

collection of debt from credit sales, it hinder sales growth which direct impact net 

profit. Also when firm takes long period of time in paying credit purchase, it result to 

increase purchasing cost that increase operation cost and thus direct impact gross 

profit.  

Inventory conversion period and cash conversion circle have negative relationship to 

the firm profit. When firm takes long period of time to convert their inventory cost 

result to higher operating cost and thus reduce gross profit. Also when company 

takes long period of period of time to use its cash in making transactions like paying 

creditors result to low affect cash management of the organization and thus reducing 

profit.   
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5.4 Recommendations 

Based on the thesis study analysis that researcher review in this thesis study, the 

following recommendations provided:- 

TBL should reduce average payment period so as to attract early payment discount 

that offered by creditors. It will reduce production costs that result increasing of 

profit. Current ACP of TBL ranges between 14 and 513, however the study 

recommends that TBL should pay their creditors within 7 days and 90 days.  

TBL should reduce Inventory Conversion Period in order to reduces cost associated 

with storage like warehouse cost, insurance cost etc. ICP can be reduced by setting 

reasonable price over competitors, increasing distribution channels, increasing 

advertisements, etc. 

TBL should formulate incentives schemes that will benefit their management in 

order to make effective and efficiency management of working capital components 

like payable, receivable, cash and inventory for the sake of assisting the company to 

earn more profit.  

5.5 Recommendations for Further Studies  

Further studies should be concentrated on the impacts of working capital on the 

profitability of small and medium enterprises in Tanzania. Many studies that 

conducted before based on the corporate. Therefore, the studies should focus on the 

impacts of receivable, payables, inventory and cash management of small and 

medium enterprises (SMEs).  

Further studies should concentrate on the impact of inventory management and 

payables management on the cost of sales. These two concepts seems to have great 

impacts on the cost of sales, however they get less consideration on determining cost 

of sales in the corporate firm.  

Further studies should be allocated on finding challenges that face financial 

managers in accomplishment of their tasks. There are various challenges which face 

managers in conducting their day to day activities but they don’t be revealed so as to 

be solved.  
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APPENDICES 

Appendices I: QUESTIONAIRE FOR WORKERS OF TBL STAFFS 

Dear Respondent,  

May I take this opportunity to give my sincerely thank for your time that you have 

sacrifice to complete this questionnaires. This questionnaire composed for academic 

intention and purposes and for partial fulfillment of the award of Master degree at 

Mzumbe University which the researcher is currently pursuing. The research titled as 

Impact of financial management on corporate performance in Tanzania. Participation 

in this study is completely voluntary and results will be recorded anonymously and 

strict confidentiality will be maintained. Individual responses will not be identified in 

the researcher report. Please spare a few minutes of your time to respond to the 

following questions. It mostly involves ticking a response in the space provided and 

a few spaces to fill in 

Section One: Demographic information (tick appropriate) 

Demographic information 

Gender  Age  Education  

Male  Less than 25 Certificate  

Female  25 – 34 Diploma  

 35 – 44 Degree  

 45 – 54 Master’s degree 

 55 and above Other  
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Works information 

Work experience  Position  Department  

0 – 5 years customer care/front desk Finance  

6 – 10 years  Accountant /finance 

officer  

Marketing  

Above 10 years  Marketing officer  Customer care  

 Records keepers/officer 

attendant 

Administration 

 IT personnel  IT 

 Other Other  

 

Section two: Determining the effect of receivable, payable, cash and inventory 

management on firms profitability 

1. Do you have books of debtors and creditors in your organization?  

a. Yes  

b. No 

c. I don’t know  

 

If yes, who is responsible of keeping those books? 

a. Accountants  

b. Sales and marketing officers  

c. Procurement officers  

d. Auditors  

e. Others  
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2. Agree or disagree with the following statement relating to receivables, Use 

the following rating scale: 1= strongly agree, 2 = agree 3=neutral, 

4=strongly disagree and 5=strongly agree. 

 

 1 2 3 4 5 

Receivable account have significant role on firm 

profitability  

     

Receivable account used to maintain good 

relationship with the permanent customers  

     

Permanent Customers result to high sales volume 

and more profit 

     

Trade receivable should be maintained properly 

since results to bad debts 

     

Trade receivable when not maintained properly 

results bad debts that cause loss 

     

 

3. How do you treat bad debtors? 

…………………………………………………………………………………

…………………………………………………………………………………

………………………… 

4. Agree or disagree with the following statement relating to payable, Use the 

following rating scale: 1= strongly agree, 2 = agree 3=neutral, 4=strongly 

disagree and 5=strongly agree. 

 1 2 3 4 5 

Payable account have significant role in firm 

profitability 

     

Creditors have significant role on company 

performance  

     

TBL has good business relationships with its 

creditors 
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TBL has high efficient payable account       

Payable has negative relationship with firm profit       

 

 

 

5. Agree or disagree with the following statement relating to inventory 

management, Use the following rating scale: 1= strongly agree, 2 = agree 

3=neutral, 4=strongly disagree and 5=strongly agree. 

 1 2 3 4 5 

Inventory management play significant role on 

firm profitability  

     

Inventory management increase customers 

satisfaction 

     

Inventory management reduces products damage       

TBL have well organized warehouse for 

inventory management  

     

Good inventory management save money and 

time 
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Section two: relationship of Cash conversation circle (CCC), Inventory Conversion 

Period (ICP), Average Collection Period (ACP), Average Payment Period (APP) 

and firm profitability. 

6. Agree or disagree with the following statement relating to cash conversion 

circle (CCC), Use the following rating scale: 1= strongly agree, 2 = agree 

3=neutral, 4=strongly disagree and 5=strongly agree 

 1 2 3 4 5 

TBL use short period of time in converting 

resource into cash 

     

Cash management has been done by finance 

department at TBL 

     

TBL use short period of time in selling products       

TBL use short period of time in collecting 

revenue from debtors  

     

TBL use short period of time in paying creditors       

 

7. Please specify the number of days that, the following process take. 

 1-5 

days  

6-10 

days  

More 

than 10 

days  

Obtaining material from creditors     

Paying creditors     

Converting material into products     

Storing inventory     

Selling products from day of production     

Collecting revenues from debtors     



73 
 

 

 

8. How cost of sales determined in your organization? 

…………………………………………………………………………………

…………………………………………………………………………………

………………………… 

9. Do you pay for warehouse?  

a. Yes  

b. No 

c. I don’t know  

10. How inventory management affect cost of sales? 

…………………………………………………………………………………

…………………………………………………………………………………

………………………… 
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APPENDICES II 

INTERVIEW GUIDE  

1. What is your department and position? 

2. For how long you been working here? 

3. How cost of sales determined in your organization? 

4. Do you pay for warehouse?  

5. How inventory management affect cost of sales? 

6. How long you take to pay creditors?  

7. How long you take to collect revenue from credit sales? 

 

 

 

 


