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ABSTRACT

Working capital management (WCM) has effects onfigaaility of firms. The
objective of this study is to examine the effec¥d€M on the profitability of listed

manufacturing companies in Dar es Salaam stockaggehTanzania.

The quantitative research design was applied of63itargeted listed manufacturing
companies using panel data analysis for the pesfo@n (10) years from 2005 to
2014.Descriptive Multiple regression and correlatianalysis were applied to
examine the relationships between components WGtz Gross Profit (GP). GP
is used as dependent variable, while Inventoryawen in days (INVTID), Average
collection period (ACP), Average payment period PARnd cash conversion cycle
(CCC) as independent variables and; Firm size amcewt ratio (CR) as control
variables. For the purpose of understanding theltre$ this study the combination

of all listed manufacturing companies was termNIBUSTRY .

Results reveal that industry correlation betweerPASLn, CR and GP are in right
direction and highly significant, and the corredatibetween INVTID, CCC, APP
and GP are significant but in opposite directiorgfssion result showed that there
is weak positive relationship between APP, CCC @rdof the industry and strong
significant positive relationship between INVTIDLIE CR and GP further more
there is insignificant negative relationship betwé&&€P and GP of the industry.

The study end by concluding that further investayatis to be taken for WCM
component with unexpected result. Managers hatakie measures for effective and
efficiency utilization of WC in order to create seholder’'s wealth and firm value.
Subsequently the analysis of individual listed nfanturing campaniles was made,
the correlation and regression analysis shows migedlts, except for SLn and CR
reveals strong significant relationship with GPrabst in all companies selected in
this study. From this study it is recommended thenagers should focus on

reducing CCC, INVTID and collect cash from credistomers as soon as possible.

Vi
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CHAPTER ONE: PROBLEM SETTING

1.1 Introduction
This chapter deals with background of the studwteshent of the problem,

objectives, significance, scope, limitations angamisation of the study.

1.2 Background of the problem

Business plays a greater role in the developmertohomy of any country, capital
formation, investment and management is a chalengspect facing firms in its
daily operations (Ramanan 2013). The investmentamy business especially
corporate sector broadly can be classified as tmas for creating capacity in the
form of noncurrent assets/fixed capital and investinfor making use of such
created capacities efficiently in the form of cutreassets/working capital
(Madishetti & Tundui 2014). The investment stragsgand decision on working
capital different from one company to another dué¢hkeir, nature of the operation,
economic and business environments of countries polities followed by the

management. (Ponsian, Chrispina, Tago, Mkiibi 2014)

Proper management of invested funds in a businesdts in effective financial

management. (Ebenezer, Asiedu, 2013). Every busineg needs funds for two
purposes first for establishment and second, foning its day to day operations. No
one can overlook the necessity of funds in a bssinmit either a retail shop or a
large manufacturing concern (Awan & Amin, 2014)ofer management of working
capital is essential to a company’s fundamentahrforal health and operational
success as a business. The ability to utilize warldgapital and maintain a solid
balance between growth, profitability and liquidisyan indicator of good business
management on WC, (Madishetti & Tundui, 2014).

Working Capital mainly represents the current aseét firm which is the portion of
financial resources of business that change froemtgpe to another during the day
to day execution of business (Deloof, 2003) and distzetti & Tundui, 2014).

Current assets comprises of prepaid expensesandisg income, cash, short term



investments, trade debtor and inventories. Cutiabilities includes, trade creditors
bank overdraft, outstanding expenses. The manageofiemorking capital can be

defined as an accounting approach that emphasizeaintaining proper levels of
both current assets and current liabilities (Ponsga al.. 2014). Working capital
management provides enough cash to meet the €mortdbligations of a firm,

(Raheman, 2007). One of the major issues encouht®rdund managers today is
not just the procurement of funds but also theiamiegful deployment to generate
maximum returns, (Ponsian, et al.. 2014). Therefarancial managers have to

watch every financial event or aspect without aimglof confident sort out.

1.3 Statement of the problem

The management of working capital is a challengagpect in any business
organization. For manufacturing companies theirom&jinction is a production of
goods and this function in most firms is largelypeleding on management of
working capital. The WCM is very imperative becauseaffects the firm’'s risk,
profitability and value (Smith, 1980). Makori, &glango (2013), noted that efficient
management of working capital plays an importafe no overall corporate strategy
in order to create shareholder’s value. LazaridisT&fonidis, (2006) noted that
many managers spend considerable time on day t@ridofem involving working
capital decision; one reason is that current assetshort-lived investments that are
continually converted into other assets types. Wes®& Thomas, (1992) also
explained that if the investment in current assalis from a certain level, it may
lead to an inability of paying bills on time and yreso result in inventory shortage
leading to halting of production activities. It majso lead to loss of sales due to

restrictive credit policy by the firm.

There is inconsistence in percentage changes incé/@ponents with gross profit.
For example, basing on INDUSTRY data (a combinatioin all six listed

manufacturing firms) it was observed that; durthg year 2006 to 2007 WC,
Receivable and Payables decreases by 31%, 3% &ndrédpectively while GP
decreased by 36% however Inventory increased by. IIf% year 2007 to 2008
observations shows that WC, Inventory, ReceivabhtéRayables fall by 123%, 6%,

2



20% and 14% respectively while GP increased by Wothe same way to the year
2013 to 2014 observations shows that; InventoryceRables and Payables
increased by 7%, 22% and 47% respectively and \Wedsed by 4% while GP
increased by 83% (Appendix I). This necessitatedfinding out of the effects of

every component of WC (inventories, account callecand account payables) on
profitability, because observed percentage chamy@C components does not affect

GP percentage change in a proportional way.

In connection to the observed inconsistence, lacleropirical evidence on the
working capital management and its impact on tha forofitability in the case of
listed manufacturing companies in DSE Tanzanianstteer motivating force to
study the subject in more detail. There are fewdistiwith reference to working
capital management in Tanzania like (Ponsian, @imés Tago, & Mkiibi.2014) as
well as (Madishetti & Tundui 2014) investigated #féect of WCM on some of the
sector wise listed manufacturing companies. Attemspimade here for all listed

manufacturing firms in DSE Tanzania.

Padachi (2006), Juan & Solano (2004), Ganesan 260anana, Ramakrishnaiah,
& Chengalrayulu (2013), Afeef (2011), Malik & Bukig2014), and Reheman &
Anjum (2013) they attempted to find out the influenof WC components on
profitability, by applying Return on assets (ROKgome to total assets (IA), Return
on Investment (ROI), the Operating Profit to Sakgs (OPS), and return on equity
(ROE). But the direct influence of WC efficiency @m Gross Profit (GP), Profit
before adjusting other expenses. Hence there ised to study the effect of WC
components on Gross Profit. Current Ratio (CR) Bimoh Size (Sales) are used in
the study as control variables. They have signifigmpact on profitability, as CR
indicates the liquidity of a firm while Firm sizeffects the economy of scale of a

company.

In view of above an attempt is made to study one“Hffect of working capital

management on profitability of listed manufacturcampanies in DSE, Tanzania’.



1.4 General objective
The overall objective of this study is to examire teffect of working capital
management on profitability of listed manufactufiems in Dar es Salaam stock

exchange Tanzania

1.4.1 Specific objectives

1. To examine the relationship between inventoriesdwer in days and
profitability of listed manufacturing companies DSE.

2. To examine the relationship between average calectperiod and
profitability of listed manufacturing companies DSE.

3. To examine the relationship between cash conversjolte and profitability
of listed manufacturing companies on DSE.

4. To examine the relationship between average paynmsriod and

profitability of listed manufacturing companies DSE.

1.5 Significance of the study

The research have shed light on specific componeaitsworking capital
management, namely account collection period, itorgrturnover in days account
payable period and cash conversion cycle and h@setlitomponents affects the
profitability of listed manufacturing firms on DSEhe finding of this study assists
managers on the company’s working capital managepwity because its provide
the an important roles of working capital manageinteward the profitability of
firms.

Furthermore, the study brings benefit where theltesn contribute to the body of
knowledge by identifying current status of the @éfncy utilizations of WC and how

it enhance on profitability

1.6 Scope of the study

The scope of this research was highly limited oaneixe the effect of working
capital management on profitability of listed maaattiring companies in Dar es
Salaam Stock Exchange Tanzania. It was conductigdoarsix (6) listed companies

on DSE namely; Tanga Cement Public Limited Comp&8iMBA), Tanzania
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Portland Cement company Limited (TWIGA), Tanzaniey@en Tol Gases Limited
(TOLGAS), Tanzania Tea Packers (TATEPA), Tanzanimafette Company
Limited (TCC) and Tanzania Breweries Limited (TBL)he study covers an
examination period of ten (10) years from 2005 @14 basing on annual audited
financial statements of the named companies. Coemsnof working capital
management (account collection period, account payiperiod, inventory turnover
in days and cash conversion cycle) were used tdthes effects on profitability of

listed firms.

1.7 Limitation of the study
i. Data for analysis was limited to ten (10) yearsaose most of the companies
are currently registered on DSE Tanzania
ii.  The sample size was limited to six (6) companiestdiuthe reasons that other
manufacturing are not listed with DSE hence becdiiffecult brows their

financial statements.

1.8 Organisation of the study

This study is divided into six (6) chapters.

Chapter one deals with the background of the problem, staténoérthe problem,
objectives, significance, scope, limitation andaorigation of the study.

Chapter two deals with the theoretical and empirical literatweview, conceptual
framework and research models as well as hypothesis

Chapter three deals with the types of the study, study arealyspopulation, unity of
analysis variables and their measurement, samgde tgipe and source of data, data
collection methods and data analysis methods.

Chapter four deals with the presentation of the findings froesatiptive, correlation
and regression analysis

Chapter five deals with discussion of the findings covers, eation and regression
findings

Chapter six presents the study Conclusion, recommendationsaegaks for further

studies.



CHAPTER TWO: LITERATURE REVIEW
2.1 Introduction
The literature review covers; theoretical reviewnp&ical studies on WCM,

conceptual framework, research models and hypatloéshe study.

2.2 Theoretical review

It consists of two aspects viz; defining key temns theoretical review

2.2.1 Definition of key terms, concepts wor king capital management, and profile

of Dar es Salaam Stock Exchange (DSE)

Capital

Capital can be articulated as a wealth in the fofrassets or money, taken as a sign
of the financial strength of an entity, organisatr individual and assumed to be
available for investment. In accounting conceptgiteh can be inferred as money
invested in a firm to generate returns while inremics can be inferred as factors of
production that are used to create goods or senace are not themselves in the
process. (Goodwin 2003)

Working capital (WC)

WC means the amount carried in cash, account r@gkeivand inventory (in excess
of current liabilities) that is available to meetydto day operating need (Garrison,
1991). WC can be viewed statically as the balamterden current assets and current
liabilities, for example by comparing the balanbeet figures for inventories, trade
receivables and cash and trade payables. AlteahatiWwC can be viewed
dynamically as equilibrium between the income gatileg and resources-purchasing
activities of a company (Pass & Pike 1984). Workaagital is the Net of current
assets minus current liabilities. That is workirapital is equal to the value of raw
materials, work in progress, finished goods invaatband accounts receivable less
accounts payable. (Pandey, 2004)

Net working capital (NWC)

A NWC is the difference between current assets amdent liabilities or the
aggregate amount of all current assets and culiadsilities, (Marcus, Myers, and

Brealey, 2006). WC measures the short-term liquidi a business, and can also be
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used to obtain a general impression of the alolitgompany management to utilize
assets in an efficient manner. If the net workirapital figure is substantially
positive, it indicates that the amount of shortvtéunds available from current assets
is more than adequate to pay for current liabdites they come due for payment, if
the figure is substantially negative, then the ess may not have sufficient funds
available to pay for its current liabilities, andaynbe in danger of bankruptcy. The
NWC figure is more informative when you track it antrend line, since this may
show a gradual improvement or decline in the nebwrh of working capital over
time. (Marcus & Brealey, 2012)

Working capital cycle

The working capital cycle measures the time betwmsgying for goods supplied to
you and the final receipt of cash to you from theafe. It is desirable to keep the
cycle as short as possible as it increases theteH#aess of working capital (Marcus
& Brealey 2012). Well-organized and managed workiagital cycle is associated
with the effective management of its componentsjciwhincludes Inventories,
account receivable (trade debtors), cash and atcpayables (trade creditors)
(Goodwin, 2003).

Inventories, These refer to a company's primary asset thatrnivexs into sales
revenues. Manufacturing firm’s inventories includesv material, work in progress,
and stored finished goods. (Marcus, & Brealey, 20TBe rate at which a company
sells and replenishes its inventory is an importagasure of its success. Inventory
that is too low puts the company in danger of Igsiut on sales, but excessively
high inventory levels represent wasteful, ineffiti@ise of working capital. (Singh,
2008). The efficient of inventories is closely asated with terms of purchase,
purchase quantity decision taking into account naéure of input and ability of
converting inventory into finally sales and cashl aeciding optimum investment in
inventories.(Madishetti & Tundui, 2014)



Accounts receivables (trade debtors) are revenues due. It reflects the amount
which is owed to a company by its customers fordgosold on credit. Timely,
efficient collection of accounts receivable is eds¢ to a company's smooth
financial operation and Slow payment has a crigpéffect on business A common
metric analysts use to assess a company's hamafliagcounts receivable is days
sales outstanding, which reveals the average nuwmibdays a company takes to
collect sales revenues, (Harris, 2005). Madistaattd Tundui (2014) pointed out
that, if management fails in efficient managemdraarount receivable it result in to
higher average collection period, reduce recycthdgund, blocking of fund with
debtors without any additional benefit and ultinhataffecting profitability and
liquidity of enterprises.

Cash is one of the important components of current tassk is needed for
performing all the activities of a firm, i.e. fromcquisition of raw materials to
marketing of finished goods. (Ebenezer & Asiedul@they stated that sound WC
is designed to minimize the time between cash ekp#e on material and
collection of cash from sales. Therefore it is afiaé for a firm to maintain an
adequate cash balance. One of the important furstdd a finance manager is to
match the inflows and outflows of cash so as tonta&n adequate cash.

Accounts payable (trade creditors) refers to money that a company is required to
pay out over the short term, commonly results fsupplies of raw material made to
a company by suppliers. (Sayaduzzaman,2006) conaméimat Company’s manager
maintaining maximum cash flow by delaying paymetotssuppliers as long as is
reasonably possible and at the same time to maiptasitive credit ratings and good

relationships with suppliers.



Figure 2.1: The Diagram showing how working cdptale works

Cash
Accounts Accounts
receivables payable
Inventory

Source: School of Distance Education Calicut UniversitPR.Malappuram, Kerala,
India — 673 635
Working capital management (WCM)

Working capital management is the administratiorfimh’'s current assets and the
financing needed to support current assets (Vaeh&iachowicz, 1998). Effective
management of working capital ensures that the mggton is maximizing the
benefits from net current assets by having an aptinfevel to meet working capital
demands To be effective, working capital managemesuires a clear specification
of the objectives to be achieved. The two main dbjes of working capital
management are to increase the profitability obmgany and to ensure that it has
sufficient liquidity to meet short-term obligatioas they fall due and so continue in
business (Wang, 2002). Working capital managemefetrs to all the actions and
decisions of the management which affects the am effectiveness of working
capital. (Sial & Chaudhry, 2012)

Working capital management is the ability to cohgfiiciently and effectively the
current assets and current liabilities in a mantiext provide the firms with
maximum returns on its assets and minimizes payrteents liabilities. Efficient
working capital management involves planning andtrmdliing current assets and
current liabilities in a manner that eliminates ttsk of inability to meet due short-

term obligations and avoids excessive investmetitése assets. (Eljelly, 2004)



Profitability is the ability of a firm to earn profit. Profit ihe difference between
sales revenue and cost of generating that revdrossés if negative) (Wang'ombe,
2005)

Profile of Dar es Salaam Stock Exchange (DSE)

A Stock exchange is an organized market instituttsrbuying and selling corporate
and other securities. Here, securities are purchasd sold out as per certain well
defined rules procedures and regulations. Secsititteled include shares, debentures
and bonds. Shares and debentures are issued kg pabipanies which are duly
listed on the stock exchange and bonds and delesngued by public corporations

and municipal, port trust bodies, Government. (Ad2a03)

The DSE is a stock exchange located in Dar es Salaam,naah@&n commercial
capital, and largest city. DSE was incorporatedSeptember 1996 and trading
activities started in April 1998. The activitie$ the exchange are monitored and
supervised by the Capital Markets and Securitieshéity (CMSA). The DSE
operates in close association with the Nairobi 8ges Exchange in Kenya and the
Uganda Securities Exchange in Uganda. Plans arerwag to integrate the three to
form a single East African bourse. DSE allows fgneinvestors participation in
strategic development matters, investor educatiah @ublic awareness initiatives.
Since the begging of its operation twenty (20) cames offering different services

have being listed, fourteen (14) are domestic con@saand six (6) are cross listed

companiesyww.dse.co.ty.

The domestic listed manufacturing companies sealdfctethis study includes; Tanga
Cement Public Ltd Co.(SIMBA), Tanzania Portland @amnCo. Ltd. (TWIGA),
Tanzania Cigarette Company.(TCC), Tanzania Brewdid.(TBL), TOLGases Ltd.
(TOL) and Tanzania Tea Packers Company Ltd.(TATERfpendix I

These companies are important for this study begahe economic strength of a
country is also judged form the development of nfiacturing companies, these
companies provides employment and eradicate pgveetyce their going concern,

growth, prosperity and profitability are associatéth efficiency in WCM.
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2.2.2 Theoretical reviews

Padachi (2006) explained that WC meets the short fmancial requirements of a
business enterprise. It is a trading capital, etdined in the business in a particular
form for longer than a year. The money invested changes form and substance
during the normal course of business operation.Kilgrcapital management plays a
major role in the growth and expansion of manufi@cty companies and
enhancement of profitability. WCM is very imperatibecause it affects the firm’s
risk, profitability and value (Smith, 1980). Inefient management of WC will
ultimately result to closure of the firm. HoweverQ/Agétarvation is generally credited
as a major of business failure in many developimgj @eveloped countries. (Peel &
Wilson 1996) Firms should adopt formal WCM routinesorder to reduce the
probability of business closure as well as to enbdusiness performance
Madishetti & Tundui (2014) emphasizes that, busnaability, profitability; growth
and prosperity are closely associated with efficreanaging the WC. (Deloof 2013)
argued that proper management of WC has significapact on profitability of
manufacturing companies. Moreover Ebenezer & Asie@013) and Padachi,
(2006) viewed that for production firms whose assge mostly composed of current
assets as it directly affects liquidity and prdditay if not constantly controlled and
managed the business can find itself in a difficaibndition. However, any of the
investment above the optimum level may increasectimeent assets of the firm
without increasing proportionately the profits dletfirm. Resultantly the rate of
return on investment declines.

Ebenezer & Asiedu (2013) elaborated that accouctivable makes up a large
portion of current assets; they actually compode?5®7 percent of a typical firm
assets. The author further explained that an igeréa account receivable that is
additional extension of credit sales not only regdal higher sales, also require
additional financing to support the increased itwest in account receivables. The
cost of credit investigation and collection effosd the chances of bad debt
increased. Weston & Thomas, (1992) noted that;pdimal level of holdings of such

individual current assets will lead to profit maxazation for the firm.
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2.3 Empirical literaturereview

Since literature review is a body of knowledge vdttbstantive findings, this chapter
covers the evidences exposed from different autivane invested much in finding
the reality of the concept on working capital masragnt and its impact on
profitability of firms. Firms dealing with operagractivities which result to work in
progress, inventory of raw materials and finishedds, credit purchase and credit
sales, Managers in such firms normally involve ttagay decisions regarding those
components to insure the optimal working capital ricnning day to day business
activities. The core objective of working capitahmagement is to make sure that a
firm is able to continue its operations and it lzas adequate amount of fund to
satisfy both maturing short-term debt and forthaapoperational expenses. The two
main objectives of working capital management arstrease the profitability of a
company and to ensure that firm has enough liguiditmeet short-term obligations
as they fall due and so continue in business (Ra&ke, 1984).

Ponsian, Chrispina, Tago and Mkiibi, (2014) Conddca study on “The effect of
working capital management on profitability” data fanalysis were obtained from
annual financial report of 3 manufacturing compéisted in Dar es Salaam Stock
exchange covering 10 year from 2002 to 2012. Ugbngss operating profit as
dependent variable while average collection periatigrage payment period,
inventory conversion period and cash conversionecws independent variable.
Ordinary Least Squares (OLS) regression modelasl by researchers through this
model they come out with the following result. Téés existing positive relationship
between cash conversion cycle and profitabilitythaf firm. This means that as the
cash conversion cycle increases it will lead tar@nease in profitability of the firm,
and managers can create a positive value for theblders by increasing the cash
conversion cycle to a reasonable level; they firat;tthere is a negative relationship
between liquidity and profitability, viewing thatsaliquidity decreases, the
profitability also increases; also there is exptihighly significant negative
relationship between average collection period prafitability indicating that a
decrease in the number of days a firm receives payrfrom sales affects the

profitability of the firm positively; again theyrid that there is a highly significant
12



positive relationship between average payment geaia profitability. This implies
that the longer a firm takes to pay its creditting, more profitable it is.; and Lastly,
there exists a highly significant negative relasioip between inventory turnover in
days and profitability meaning that firms which main sufficiently low inventory

levels reduce the cost of storing the inventoryolhiesults to higher profitability.

Padachi (2006) His study on Trend in Working Cdpilanagement and its Impact
on Firms’ Performance: an Analysis of Mauritian SnManufacturing Firms. Key
independent variables used in the analysis arenfowe days, accounts receivable
days, accounts payable days and cash conversitmanyd return on total assets was
used as dependent variable, data for analysis ake tfrom sample of 58 small
manufacturing firms for the period six (6) yearsnfr 1998 to 2003. Correlation
analysis reveals that ROTA is negatively correlamgth the measures of WCM,
except for the cash conversion cycle. This positefation for CCC is consistent
with the view that resources are blocked at théedifnit stage of the supply chain,
thus prolonging the operating cycle. This might@ase profits due to increase sales,
especially where the costs of tied up capital igelothan the benefits of holding
more inventories and granting more trade creditctstomers. Also the small
manufacturing firms may be able to obtain tradelitrfieom the suppliers and this is
supported by the higher proportion of current liéibs to total assets for all the
industries except for the paper products. The ssjpe result shows that high
investment in inventory and receivable is assodiatith lower profitability. A small
number of days' sales in inventory indicate thebmpany is more efficient at selling
off its inventory, while a large number indicatbattit may have invested too much
in inventory, and may even have obsolete inventsryhand. On the other hand a
small number of days’ in collecting receivablesitate that company is more
efficient at collecting cash from credit customenste that discount allowed to

customers should not exceed the benefit.

Gill, Biger, and Mathur (2010) carried a study be telationship between working
capital management and profitability, sample of/8&erican listed companies on

New York Stock Exchange for a period of three ydam 2005 to 2007 was used to
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obtain data for analysis. Account receivable dagspunt payable period, inventory
turnover in days and cash conversion cycle weral @& explanatory variables
measured through Gross profit, while firm size fical debt ratio and fixed
financial asset ratio are control variables. Regjogs analysis was used for testing
and signifies that the coefficient of account reable is negative, that is the increase
or decrease in average collection period will digantly affect the profitability
while account payable period and inventory turnowvedays none of the variable
turned to be statistically significant. Based owsth finding by (Gill, Biger, &
Mathur, (2010); “Firm’s manager can reduce creditiod granted to customer in

order to maximize firms profitability and sharehaisl wealth”.

Uchenna, Mary, and Okelue (2012) Investigated effen working capital
management on profitability from the top five béeewery firms around the world,
they found that the relationship between world ilegdirms’ cash conversion cycle,
sales growth rate and profitability is positive réfere cash conversion cycle and
sales growth rate are effective determinants of sketor’'s profitability. The
magnitude is that increasing sales and reducinf casversion cycle influences

positively world leading beer brewers’ profitalylit

Juan and Solano (2004) they investigated the effestorking capital management
on small medium entrepreneurs profitability in $pdeturn on assets (ROA) being
used as dependent variable to be explained by nuailgays in inventory, number
of days in account payables, number of days acaeaeivable and cash conversion
cycle, firm size was used as control variable mesblwby natural logarithm.
Regression result shows that there are significagletions between return on assets
and the number of days in accounts receivable, eurob day of inventory and
number of days in account payables. Return on sisseteduce or increased by
lengthening or shortening of account payable dagsount receivable days and
inventory conversion period. With reference to cohtvariable corporate
profitability is positively associated with firmz&. On the other handp significant
relationship is found to exist between any of thefifability indicators and the

account Payable Period, Cash Conversion Cycle ane Ratio. They concluding
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that working capital management are most imporianthe case of small and
medium size enterprises, because most of theseazoeg) assets are in the structure
of current assets and current liabilities are ohéheir major sources of outdoor

finance.

Lazaridis and Tryfonidis, (2006) they researched tba relationship between
working capital management and profitability ontdis companies in the Athens
stock exchange he uses131 companies for the pefi@d01 to 2004. The results
showed that there is statistical significance retethip between gross operating
profit and the cash conversion cycle. Pointed bat managers can create profits for
their companies by handling correctly the cash eosion cycle and keeping each
different component (accounts receivables, accopatgables, inventory) to an
optimum level. The three components of cash comversycle (accounts payables,
accounts receivables and inventory) can be manaygeiferent ways in order to
take full benefit of profitability hence improve opany’ wealth. The best possible
level of inventories will have a direct impact orofitability because it will release
working capital resources tied up which in turnl\w# invested in the business cycle,
correspondingly both credit policy from supplieradacredit period granted to
customers will have an impact on profitability. Té#®re in order to have maximum
value, Management of such company has to maintginlilerium in receivables-
payables and inventory to shorten cash conversrole.cHarris (2005) pointed out
thatcompany’s financial officers struggling to identiépre working capital drivers
and the appropriate level of working capital fagéltio do so companies can be limited
in their ability to weather unforeseen or advergenés and ensure that cash is readily

available where it is needed, regardless of thmigistances.

Ganesan (2007) conducted a study on An AnalysWatking Capital Management
Efficiency in Telecommunication Equipment IndustryThey examine the
relationship of working capital management efficignand profitability using
correlation regression analysis and ANOVAs, Usingsample of 443 annual
financial statements of 349 telecommunication emeipt companies covering the

period 2001-2007the regression analysis results indicate that thexgatively
15



associated between Income to total assets (IA)dayd working capital (DWC),
even though the IA is negatively associated with@WC, but the association is not
significant.. The finding also indicate that; IncerBales (1S) is negatively associated
with days working capital (DWC), days sales outdiag (DSO), days inventory
outstanding (DIO) and days payables outstandingQDRHowever DSO is not
significant to IS or IA the author articulated tli$O cannot predict the outcome of
IS and IA due to insignificant. The correlation Bses is consistent with this result.
The reason for this could be proportions of acceoaneivables reduced by working
capital management activities are much less whempaced to the total assets and
the sales made. Hence, there is substantiationinh@lecommunication industry,
either account receivables management is dispriopately large when compared to

the current assets mismanagement of noncurrent assets.

Deloof (2003) in his study on doe’s working capitmanagement affects the
profitability of Belgian firm? Analyzes a sample df009, large Belgian non
financial firms for the year 1992 to 1996, Tradedit policy and inventory policy
are measured by number of days accounts receivageounts payable and
inventories, and the cash conversion cycle is @sed comprehensives measure of
working capital management his result indicates tha coefficient of the accounts
receivable variable and inventory turnover in day® negative and highly
significant related with gross operating profit,dauggest that managers can
increase corporate profitability by reducing thentner of day’s accounts receivable
and inventories also observed the negative reldigtween accounts payable and
gross operating income hence less profitable firait ilonger to pay their bill
Belgian firm’s manager can improve their profitaiilby reducing the number of
days account receivable and inventory turnover dalge same result was found by
Ramachandra & Janakirama (2006) Most firms hawgelamount of cash invested
in working capital, as well as substantial amowritshort-term payables as a source

of financing.
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Ramana, Ramakrishnaiah, & Chengalrayulu (2013) twducted a study on the
Impact of receivables management on working capital profitability: a study on
select Cement Companies in India. The ratios wihghlight the efficiency of
receivables management are., Receivables to Cu\&sdts Ratio, Receivables to
Total Assets Ratio, Receivables to Sales RatioeiRables Turnover Ratio, Average
Collection Period, Working Capital Ratio and Praliility Ratio, have been
computed statistical tools like ANOVA was also usiedknow the impact on
working capital and profitability. Working capitahd profitability were considered
as dependent variables. The study reveals thatettedvable to current assets ratio
across industry worst was not satisfactory, reddes to assets ratio position is
better. Andhra Cement Ltd and Madras Cement Ltd better performance in
receivables management, whereas India Cement lddBeema Cement Ltd had
poor performance. The average collection periodsacindustry was less than the
suggested norms during the study period. The dakeperiod for India Cement Ltd
and Bheema Cement Ltd was higher than the indasgyage whereas the collection
period for Andhra Cement Ltd and Madras Cementwi#s less than the industry
average period. Receivables management shows ificeighimpact on profitability

of a firm.

Afeef (2011) studied on analyzing the Impact of kiog capital management on the
Profitability of SME’s in Pakistan. This study,nad to determine the potential
effect of working capital management on the prgiErformance of Small and
Medium sized firms in Pakistan To investigate, effeof working capital

management was determined on profitability of apganof 40 Pakistani small and
medium enterprises (SME’s) listed in Karachi Sta&kchange for a period of six
years from 2003 to 2008 which led to a total of #id® year observations. Variables
used in the Study; dependent variables are measwydwo variables separately
which are; Return on Assets (ROA), and the Opegafirofit to Sales (OPS) ratio.
The independent variables includes; Cash ConverSiymie (CCC), Calculated as
Receivable Collection Period plus Inventory ConmersPeriod minus Payable
Deferral Period. CCC serves as the best known mesdar representing working

capital management. Result observed that botlCtreelation and the Regression
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analysis for the sample reveals significant negat®ationships of the Inventory
Conversion Period ‘and the Receivable Collectiorid@e'with the Operating Profit
to Sales ‘of small firms. Hence, it can be heldttha efficient management of
working capital does have a substantial impact len Rrofitability of Small and

Medium-sized corporations listed at Karachi StogkHhange.

Malik and Bukhari (2014) conducted a study on Thwpact of Working Capital
Management on Corporate Performance: data for tixy swere obtained from
annual reports of the companies during 2007-201&iB88s used in their study were
from Cement, Chemical and Engineering Sectorfalistan. Key variables were
average collection period, average age of inventayerage payment period,
operating cycle, and cash conversion cycle, returrequity. Result indicates that
averagepayment period negatively and significantly relateith return on equity,
whereas cash conversion cycle positively and saamfly related with return on
equity. While, average collection period and opagatcycle positively and
insignificantly with return on equity whereas awggage of inventory negatively and
insignificantly relates to the return on equitysélresult shows that ‘return on equity
is positively correlated with average collection pdrifirm size and cash conversion
cycle while negatively correlated with average afenventory, average payment
period and leverage. Firm size (natural logarithinasset) is having positive
correlation with return on equity. Generally worfinapital management influences

the firm’s performance.

Rehman & Anjum (2013) investigated the determimatdd the impact of working
capital management on profitability: An empiricalidy from the Cement Sector in
Pakistan. To accomplish the study objectives, detae collected from Annual
Reports and sample consist of 10 Pakistani cementp@nies listed at KSE from
2003-2008. Key variables are; In this researcherirRatio, quick Ratio, current
assets to total assets ratio, current assetsde s#tio, working capital turnover ratio
and inventory turnover ratio have been taken aspooents of independent variable
i.e., working capital management variable and Reton assets used as the

dependent variable. Regression and correlationitseptoved that working capital
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management has a negative association with theuptiody. It means when
working capital increases, liquidity increases g@ndfitability decreasegdowever,
firms that invest heavily in inventory and tradedit can suffer reduced profitability.
Thus, the greater the investment in current assiets|ower the risk, but also the
lower the profitability obtained. On the other harmihde credit is a spontaneous
source of financing that reduces the amount reduefinance the sums tied up in
the inventory and customer accounts. But we shioeiéd in mind that financing from
suppliers can have a very high hidden cost if epalyment discounts are available.
In fact the opportunity cost may exceed 20 percdepending on the discount
percentage and the discount period granted (Wi@00, Smith, 1999).

Madishetti & Tundui (2014) on their study on impaof working capital
management on the Profitability of listed cemennpanies in Tanzania. The study
included two listed cement companies and data wesgn from annual audited
financial report range for 8 years from 1999 to 20@dependent variables included
were average collection period, average paymenbghemventory turnover days;
cash conversion cycle and cash conversion efficientl dependent variable was
gross operating profit. |[They concluded that; thera strong negative relationship
between account collection period and gross pawitt positive relationship between
size of the company (company sales) and grosstpiidking to consideration of
those past studies it is important to conduct shisly based on listed manufacturing
firm in DSE. To understand more the potentialitywairking capital components on
profitability of firms is vital roles of managersé other heads of departments in

business.

Riwo, Kimeli, Nzioki & Nthiwa (2013) studied on Magement of working capital
and its effect on profitability of manufacturingmpanies listed on Nairobi securities
exchange (NSE) Kenya. Data for the study were tdkam nine listed companies
but only data six companies were used becausehefr @ompany were delisted.
Independent variables included in the study area@eecollection period; inventory
turnover days, average payment period and cashecsion cycle and dependent

variable was gross operating profit while currexia, financial assets and debts ratio
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were control variables. They concluded that prbfity of manufacturing firm

depends on effective working capital managemenbts&profit is positive related

with average collection period and average payrpenbd. It is therefore profitable

to delay payables and invest the money in diffemofitable ventures/areas. The

investment interest and prompt payment discourgéh(@iscount) my outweigh the

decision of managers “if interest rate is profieatan cash discount managers will

delay paying payables but if cash discount is npoodéitable managers will soon pay

suppliers/creditors so as to enjoy such benefitt@nother and firms should collect

receivables as soon as possible because it is betteceive inflows sooner than

later. Furthermore researchers concluded that gop&sating profit is negative

correlated with cash conversion cycle. This meahnat tby shortening cash

conversion cycle firms’ profitability improves.

Table 2.1 Summary of empirical literaturereview

Management and
its Impact on
Firms’
Performance: an

Analysis of

accounts receivable
days, accounts payable
days and cash

conversion cycle

Author and year place, firm and Variables Relationship identified
title
Independer depender
Ponsian., The effect of average collection Gross positive relationship
Chrispina., working capital period, operating | between CCC and
Tago., & management on average payment profit profitability
Mkiibi. (2014). | profitability period, inventory negative relationship
Tanzania, 3 listed| conversion period and between ACP and
manufacturing cash conversion cycle profitability
firm on DSE negative relationship
between INVTID and
GOP
positive relationship
between APP and GOP
Padachi (20C). | Working Capital Inventory days returnon ROA in negatively

total assets

correlated Inventory
days, accounts
receivable days,
accounts payable days

while positively
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Mauritian Small
Manufacturing
Firms. period six
(6) years from
1998 to 2003

correlated wit cash

conversion cycle.

Gill., Biger., & | the relationshiy Cash conversion cycl | gross CC is positive ani
Mathur (2010) | between working | accounts receivable operating | significant related with
capital days, financial debt profit gross operating profit
management and | ratio, ratio of fixed
profitability, financial, average days accounts receivable
sample of 88 of accounts payable and days is negative
American listed days account receivable correlated with gross
companies on New is negative operating profit
York Stock
Exchange for a financial debt ratio is
period of three significant negative
years from 2005 tg relationship with gross
2007 operating profit
Ratio of fixed financial
assets to total assets
also has negative
relation with gross
operating profit,
average days of
accounts payable
provided very poor
results and days account
receivable is negative
related with gross
operating profit.
Juan. & Solano | Effect of working | number of days in Return on | Positive significance
(2004). capital inventory, number of assets relations between return
management on | days in account (ROA) on assets and number of

small medium
entrepreneur’s

profitability in

payables, number of
days account receivable

and cash conversion

h

days in account
payables, and negative

significant relationship
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Spain

cycle, firm siz(

between return on asst
and the number of dayg
in accounts receivable,
and number of day of
inventory

Return on assets is
positively associated
with firm size. No
significant relationship
between cash
conversion cycle and
current ratio.

Lazaridis,(2006 | The relationship | Cash conversion cycle | gross negative relationship
) between working Fixed financial | operating | between cash
capital assets ratio profit conversion cycle and
management and Days account gross operating profit
profitability on payable Fixed financial assets
listed companies in Firm size have a positive
the Athens stock Days inventory coefficient with gross
exchange he turnover operating profit.
usesl131 companigs Days account Negative relationship
for the period of receivable between
2001to 2004. Gross operating profit
and accounts payables
Highly significant
relationship between
firm size and gross
operating profit
negative relationship
between gross operatin
profit and
accounts receivables
negative relationship
between gross
profit and inventory
Ganesan (200 | Analysis of inventory outstandin Income Negatively associatet
Working Capital (DIO) Sales (IS) | between Income to tota
Management days working capital Income to | assets (IA) and days
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5

Efficiency in (DWC), total asset | working capital (DWC
Telecommunicatio Days payables | (1A) Income Sales (IS) is
n Equipment outstanding negatively associated
Industry. Using a (DPO). with days working
sample of 443 for days sales capital (DWC), days
the period 2001- outstanding sales outstanding
2007 (DSO) (DSO), days inventory
outstanding (DIO) and
days payables
outstanding (DPO).
Income Sales (IS) is
negatively associated
with days working
capital (DWC), days
sales outstanding
(DSO0), days inventory
outstanding (DIO) and
days payables
outstanding (DPO).
Ramana Impact of Receivables to Curre | Return or | receivable to currer
Ramakrishnaiah receivables Assets Ratio, Investment | assets ratio across
, & management on Receivables to Total (ROI) industry worst was not
Chengalrayulu | working capital Assets Ratio, satisfactory, receivable
(2013). and profitability: a | Receivables to Sales to assets ratio position
study on select Ratio, Receivables better
Cement Turnover Ratio,
Companies In Average Collection
India Period, and Working
Capital Ratio
Afeef (2011) Analyzing the Cash Conversion Cycle| Return on | Significant negative
Impact of Working| (CCC), Receivable Assets relationships of the
Capital Collection Period (ROA) and | Inventory Conversion
Management on | Inventory Conversion | the Period ‘and the
the Profitability of | Period, Payable Deferral Operating | Receivable Collection
SME'’s in Pakistan| Period Profit to Period ‘with the
40 Pakistani small Sales Operating Profit to
and medium (OPS) Sales
enterprises ratio.
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(SME’s) listed in
Karachi Stock
Exchange for a
period of six years
from 2003 to 2008

Malik & The Impact o average collectio return on average payment peric
Bukhari (2014) | Working Capital period, average age of | equity negatively related with
Management on | inventory, average return on equity
Corporate payment period, cash conversion cycle
Performance. 38 | operating cycle, and positively and
firms from cash conversion cycle significantly relate with
Cement, Chemical return on equity
and Engineering average collection
Sectors of Pakistan period and operating
period from 2007- cycle positively and
2011 insignificantly related
with return on equity
average age of
inventory negatively
and insignificantly
relates to the return on
equity
Rehman & Thedeterminatior | current Ratio Return or | working capital
Anjum (2013). | of the impact of quick Ratio, assets management has a

working capital
management on
profitability: An
empirical study
from the Cement
Sector in Pakistan.
10 Pakistani
cement Companie$
listed at KSE, data
taken from 2003-
2008

current assets to total
assets ratio,

current assets to sales
ratio, working capital
turnover ratio and

inventory turnover ratig

negative association
with the productivity
Negative relationship
between liquidity and
profitability.

Positive relationship
between inventory and
profitability.

Negative relationship
between current assets

and profitability
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Madishetti & Impact of Working | collection period gross strong negativ
Tundui (2014).| Capital average payment periodl,operating | relationship between
Management on | inventory turnover daysj profit account collection
the Profitability of | cash conversion cycle period and gross profit
listed cement and cash conversion positive relationship
companies in efficient between firm size
Tanzania. The (company sales) and
study included two gross profit
listed cement
companies Data
for analysis range
for 8 years from
1999 to 2007
Riwo., Kimeli.,, | Management @ average cllection gross Gross profit is positivi
Nzioki.,& working capital period; inventory operating | related with average
Nthiwa (2013). | and its effect on | turnover days, average| profit collection period and

profitability of
manufacturing
companies listed
on Nairobi
securities
exchange (NSE)
Kenya. Six listed
companies were
included in this

study.

payment period and
cash conversion cycle
control variables
financial assets and

debts ratio

average payment perio
gross operating profit is|
negative correlated with

cash conversion cycle

0|

2.4 Conceptual framework and research models

This section tries to highlight the relationship ekplanatory variables against

explained variables based on theories and varionsepts of working capital and

profitability of firms. Conceptual frame work is association of concepts that

provides a focus for investigation. It is organizedprovide a centre of attention, a

basis, and a tool for the integration and integiret variables held for investigation.

Conceptual frameworks also provide a foundation amghnization of ideas of the

researched problem. (Ravitch, & Riggan 2012).
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In this study Gross profit (GP) is used as dependariable to be explained by
independent variables which includes Account Paynigriod (APP), Account

collection period (ACP), Inventory Turnover in dgydVTID) and Cash Conversion

Cycle (CCC). These independent variables will betratled by Firm size (sales) and
Current Ratio (CR) or Liquidity ratio.

Figure 2.2: Interaction of independent, dependent and control variables

Independent Variables

1. Average collection period

Dependent Vhlea

2. Cash Conversion cycle

Gross operating
profit

3. Inventory turnover in days

4. Average payment
Period

Control variables

1. Firm size

2. Current Rati
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Table 2.2: key variable and the expected effects on Gross pr ofit

Variable: Type of variabl Expectatiol justificatior
Average Paymen ) - )
) Explanatory variable positive sign APP— GPt
Period (APP)
Average collection ) ) ]
) Explanatory variable Negative sign ACP— GPt
period (ACP),
Inventory Turnover ir ] ) ]
Explanatory variable Negative sign INVT|D- GPt
days (INVTID)
Cash Conversion Cycle ) ) ]
Explanatory variable Negative sign Cece GP
(Cco).
Firm size (sale! Control variabl positive sigl FST — GP
Current Ratio Control variable positive sign TR~ GP

2.5 Research Models

By using Statistical Package of Social Science @Pfograms, the form of
regression equation adopted is linear equatiorx&mene the relationship between
the variables by using correlations and multiplgression analysis. To test the

hypothesis of the study the following four modelsrevdeveloped and used.

First Model: Test the relation between inventomnaver in days and profitability
¥= a1 (INVIDLn)it+ B2(SLn)it+33(CR)it +e

Second Model: Test the relation between averadeatimn period and profitability
Y=a#31(ACPLN)it+32(SLn)it+33(CR)it +e

Third Model: Test the relation between cash cornwgarsycle and profitability
y=a#1 (CCCLn)it#32(SLn)it+33(CR)it +e

Fourth Model: Test the relation between Averagenpayt period and profitability:
Y=a+31 (APPLn)it#32(SLn)it+33(CR)it+e

Where by:

o = Constant term for the independent variables
Y = Gross o profit Natural logarithm

ACPLNn = Average collection period Natural loghanit
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CR = Current ratio

SLn = Size of the firm (sales) Natural logarithm
INVTIDLN = Inventory turnover in days Naturaldarithm
APPLnN = Average payment period Natural logarithm
CCCLn = Cash conversion cycle Natural logarithm
e = The error term

B = Regression coefficient model

2.6 Hypothesis of the study

Regarding the main objective of this study as tanexe the effect of working
capital management components on the profitabolitiisted manufacturer firms on
Dar es Salaam stock exchange Tanzania, the stuklysnaaset of testable hypothesis

which are Null Hypothesis ¢&nd the alternative Hypothesis

2.6.1 First hypothesis
Ho There is no positive relationship between inventiomnover in days and gross
profit

Hi There is positive relationship between inventomawer in days and gross profit

2.6.2 Second hypothesis
Ho There is no positive relationship between Averagkection period and gross
profit

Hi There is positive relationship between Averageemtibn period and gross profit

2.6.3 Third hypothesis
Ho There is no positive relationship between cash emion cycle and gross profit

Hi There is positive relationship between cash commersycle and gross profit

2.6.4 Fourth hypothesis
Ho There is no positive relationship between Averaggnpent period and gross
profit

Hi There is positive relationship between Average payrperiod and gross profit
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

Research methodology is a systematic way to solpeohlem. It is a science of
studying how research is to be carried out. Theyeamsentially planned, scientific
and value neutral. They include theoretical procesiu experimental studies,
numerical schemes, statistical approaches, (RaaselPhilominathan, &

Chinnathambi 2006).

This chapter covers; Type of the study, study aseajy population, variables and
their measurement, sample size and sampling tewbsidype and sources of data,

data collection, validity and reliability of dat@d data analysis methods.

3.2 Type of the study or Research design

The research design refers to the overall stratbgly you choose to integrate the
different components of the study in a coherent lagécal way, thereby, ensuring
you will effectively address the research problé&nepnstitutes the blueprint for the

collection, measurement, and analysis of data M &ses, 2001).

This study is quantitative design, where by secondata are being deployed, the
design is more in practical way on finding the solu to the problem stated. The
method was also adopted by various researchers twhd to investigate the
relationship of working capital management on padiiity, including; (Deloof
2003), (Ebenezer & Asiedu 2013), (Chowdhury & An207), (Ganesan 2007),
(Juan & Solano 2004), (Makori & Jagongo 2013), (K& Bukhari 2014), (Padachi
2006), (Ponsian, Chrispina, Tago & MkKiibi 2014),affeman & Nasr 2007) and
(Madishetti & Tundui 2014).

3.4 Study area
The study was carried out in Dar es Salaam Stodh&xge Tanzania. Researcher

was interested on extending knowledge on the effeatorking capital management
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on listed manufacturing companies in Tanzania. @mpanies are selected and

focus is extensively on WCM.

3.5 Population of the study

This study focuses completely on six (6) listed ofanoturing companies in DSE
which are Tanga Cement Public Ltd Co. (SIMBA), Tama Portland Cement Co.
Ltd. (TWIGA), Tanzania Cigarette Company (TCC), Zania Breweries Ltd.
(TBL), TOLGases Ltd. (TOL) and Tanzania Tea Packavmpany Ltd. (TATEPA).
The availability of data from published audited aanfinancial statements is the
main criteria for the selection of these comparfiesn the data base of DSE.

Appendix Il

3.6 Variables of the study and their measur ements

The selection of variables in this study is highifluenced by previous researchers
who devoted time and financial resources to inges#i the impact of WCM on
profitability of various companies across the pfew of them are (Deloof 2003),
(Ebenezer, & Asiedu 2013), (Makori & Jagongo 201@adachi 2006), and
(Raheman & Nasr 2007). Though applied most relatedhbles but they came out

with mixed results.

3.6.1 Independent variables of the study

Independent Variable, the experimenter manipultitasits Changes is assumed to
have a direct effect on the dependent variable. ihdependent variable is the

condition that you change in an experiment its @aloes not depend on and is not
affected by the state of any other variable in éxperiment. The independent

variable causes the effect on the dependent variabl

3.6.1.1 Inventory turnover in Days (IVNTID)

Inventory turnover in days can be stated as theageeof time required to convert
raw material into finished goods or it shows howngnd@imes the inventory of a
company is sold. It is calculated by taking averageentory divided by cost of

goods sold multiplying by 365 days.
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Management of inventory can be explained as coatitig, controlling and planning
related to inflow and outflow of inventory of enpeises. Brigham and Houston
(2002) stated that “inventory may be classifiedSapplies, Raw material, Work in
progress and finished goods. On the other handsamheunt of inventory to be
maintained is highly considered through targetekssaThe higher the amount
inventories the high the cost of holding it. Managare responsible to establish
optimal level of inventory so as to avoid stock outover stocking. Also optimal
inventory help to meet customer demand, it redilcescost of sales and increases
profitability thus why inventory management is tkey component of working

capital management.

3.6.1.2 Aver age collection period (ACP)

Measures the lengths of time between credit sakr® vinade and cash collection
from debtor (credit customers), it is calculatedtéking average debtors divided by
total credit sales of the year multiplied by 36%slaFirm profitability increases if
few days are used to collect cash from customerdast cash collection increases
liquidity of firm which in turn assists to meet retd short term obligation and to

meet day to day business expenditure.

Ponsian et al.. (2014) explained that a longer agercollection period requires a
higher investment in accounts receivable. A higheestment in accounts receivable
means less cash is available to cover cash outflsuch as paying bills. This fact
indicates that there is negative relationship betwirms’ profitability and average

collection period. Deloof (2003), states that masmagcan increase corporate
profitability by reducing the average collectionripd. The longer the number of
day’s accounts receivable outstanding, the greatechance that the firm may lose

its profitability.

3.6.1.3 Cash Conversion cycle (CCC)
Refers to the business tool which is used to meathe time in days a company
takes to convert inventories and receivable intshclhow subjected by days for

supplies and labour cost. This cycle is most imgrgrtfor manufacturing firms
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because production process involve work in procesgntory of raw material and

finished goods. Some time firms acquire inventogascredit basis which result to

account payables also most of firm sales its prodaccredit basis which result to

account receivables, generally firm has to colEth from trade debtors and pay
trade creditors and other short term obligatiorge &ction of doing so will decrease
CCC and improve profitability

CCC is calculated by taking ACP + INVTID — APP =CC

3.6.1.4 Average payment period (APP)

APP is normally used as measures of managemefitgsf in trade creditors. APP
can be described as the length of time betweeritsrpdrchases labour usage cost
and payments. It is calculated by taking averageowaut payable dividing by
purchases and multiplying by 365 days.

3.6.2 Dependent variable of the study
The dependent variable is the condition that yoasuee in an experiment. You are
assessing how it responds to a change in the indepé variable. The dependent

variable is the one affected by a change in thepaddent variable.

3.6.2.1 Gross profit (GP)

Refers to the company’s total revenue minus costtd (cost of goods sold). Gross
profit measures a company's efficiency at utilizitgpour and supplies. In
manufacturing concepts are considered as variasis ¢costs that fluctuate with the
level of output) such as direct materials and laoammissions for sales staff and
other cost which varies with level of output. Th@soss profit equals to revenue
minus cost of goods sold, cost of goods sold iresutbst associated with production
or sale of goods. We use gross profit as dependeigble in this study to find out
how is influenced by explanatory variables.

32



3.6.3 Control variables of the study
The control variable strongly influences experinaémésults, and it is held constant
during the experiment in order to test the relatigationship of the dependent and

independent variables.

3.6.3.1 Firm size/ Sales (SLn)

Refers to the revenue or sales of companies, nabgarithm of sales (SLn) is used

as control variable in this study, generally whewvenue increases gross profit also
increases, this facts indicate positive linear ti@fship between gross profit and
sales. Sales mangers has to employ several sestémi improving sales of their

companies, various techniques such sales promaavertisement, market research

etc assist managers in improving sales hence isergass profit.

3.6.3.2 Current ratio (CR)

Refers to the ratio which measures the ability @ihpany’s current assets against
current liabilities, the ratio is calculated by itak current assets divided by current
liabilities. current assets also refers to the stevm assets which can be converted
into cash quickly so as to meet short term oblaygtithe excess of current assets
over current liabilities indicates the health oé tbompany while inability to meet
short term obligation is an indicator of insolven®ased on the objective of this

study CR is used as a control variable.

3.7 Sample size and sampling technique

The sample size of the study is all the six (6etismanufacturing companies on
DSE Tanzania, other manufacturing companies arkiéxd from the study because
they are not listed. Sampling Technique was highfluenced by the age of the
company on DSE; companies with ten years of opmrati DSE are included due to

availability of its financial statements in DSE.

3.8 Type and sour ce of data
This study uses panel data from published auditetua financial statements of

selected companies browsed from their website &8 Website
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3.9 Data collection methods

Data set for this study was retrieved from annuarfcial reports of years ending
31°' December from six (6) manufacturing companiesdisbn DSE Tanzania by
browsing the website of DSE and website of differeompanies. Data of firms
listed on DSE for the most recent ten (10) yeaosnfr2005 to 2014 formed the
midpoint for our calculation on independent, demamdand control variables

selected in this study.

3.10 Data analysis methods

Descriptive, multiple regression, and correlatioralgsis was used to establish the
relationship between dependent variable (grossatipgr profit) and independent
variables of working capital which are; Natural doighm of Average Payment
Period (APPLnN), Natural logarithm of Average Collen Period (ACPLn), Natural
logarithm of Inventory turnover in Days (IVNTIDLm@nd Natural logarithm of Cash
Conversion Cycle (CCCLn) while Natural log of sa{&.n) and current ratio (CR)
are being used as intervene or control varialfes.fulfilment research objectives
and testing of hypothesis; four (4) models weredusefind out the relationship

between variables of working capital managementpaatitability.
3.11 validity and reliability issues

The use of secondary data enabled a researchenpliectcreliable and valid

information from the targeted population.
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CHAPTER FOUR: PRESENTATION OF FINDINGS

4.1 Introduction

The chapter covers three aspects viz; descripthadysis of variables of study,

correlations between independent variables and 1@Ptlze impact of independent

variables applying regression analyses

4.2 Descriptive analysis

The descriptive analysis covers range, minimum, imam, mean, standard

deviation and range of the variables used in thidysfor SIMBA, TWIGA, TCC,

TBL, TOL GAS TATEPA and IDUSTRY. Those descriptiee calculated and

presented in table

Table 4.1 Descriptive analysis of selected variable of listed manufacturing

companiesin DSE

Std.
Variable Company N Range | Minimum | Maximum Mean | Deviation
GPLn SIMBA 10 1.356 9.737 11.093 10.761 0.421
TWIGA 10 1.31C 10.41( 11.72( 11.14¢ 0.42(
TCC 10 1.387 10.756 12.143 11.585 0.533
TBL 10 1.418 11.591 13.009 12.262 0.499
TOL GAS 10 6.01( 3.36¢ 9.37i 6.971 2.03¢
TATEPA 10 2.043 7.867 9.910 8.473 0.618
INDUSTRY | 60 9.64: 3.36¢ 13.00¢ 10.20: 2.08t
APP SIMBA 10 41.979 4.517 46.496 24.843 13.325
TWIGA 10 105.93( 14.56( 120.49( 35.38: 32.22¢
TCC 10 47.412 17.432 64.844 34.863 14.526
TBL 10 46.25¢ 14.42¢ 60.68¢ 28.38. 15.57:
TOL GAS 10 40.29° 30.49¢ 70.79: 47.48¢ 11.087
TATEPA 10 88.730 7.313 96.043 39.298 26.855
INDUSTRY | 60 115.97¢ 4.517 120.49( 35.04 20.92%
ACP SIMBA 10 11.06¢ 5.987 17.05: 12.04¢ 3.662
TWIGA 10 44.¢00 5.36( 50.16( 14.37: 13.24:
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TCC 10 5.968 5.377 11.344 8.346 1.784
TBL 10 14.01+ 6.55¢ 20.57¢ 11.21: 4.571
TOL GAS 10 30.12: 44.26¢ 74.38¢ 58.79( 10.83¢
TATEPA 10 97.415 3.714 101.129 26.261 28.546
INDUSTRY | 60 97.43: 3.701 101.13¢ 21.83¢ 22.02¢
INVTID SIMBA 10 6.74¢ 3.332 10.07% 4.757 1.94¢
TWIGA 10 5.25( 1.21C 6.46( 3.28 1.34f
TCC 10 2.375 0.984 3.358 1.588 0.664
TBL 10 2.54¢ 3.29¢ 5.84( 4.22] 1.01¢
TOL GAS 10 81.037 22.485 140.522 52.772 | 41.830
TATEPA 10 64.159 81.396 56.555 135.734| 76.187
INDUSTRY | 60 93.81( 22.48¢ 72.29¢ 134.88t! 90.97¢
CcCC SIMBA 10 42.53¢ 55.73: 98.267 80.39¢ 13.99¢
TWIGA 10 54.660 81.920 36.570 124.346| 44.267
TCC 10 69.431 96.776 66.207 260.868| 78.656
TBL 10 92.21¢ 22.15: 114.37( 77.69: 30.928
TOL GAS 10 143.209 24.114 67.323 64.075 | 44.984
TATEPA 10 83.78¢ 66.86: 50.64¢ 122.69° 82.28¢
INDUSTRY | 60 94.05¢ 22.15: 66.201 42.67¢ 24.99¢
SLn SIMBA 10 1.071 11.11 12.18¢ 11.76: 0.38¢
TWIGA 10 1.280 11.140 12.430 11.898 0.440
TCC 10 1.337 11.24: 12.58( 12.04¢ 0.507
TBL 10 1.271 12.34¢ 13.61¢ 12.98: 0.44¢
TOL GAS 10 1.466 8.124 9.590 8.815 0.437
TATEPA 10 1.20¢ 8.70¢ 9.91( 9.48¢ 0.371
INDUSTRY | 60 5.492 8.124 13.616 11.166 1.559
CR SIMBA 10 3.119 0.609 3.728 1.823 0.874
TWIGA 10 4.950 0.910 5.860 3.026 1.355
TCC 10 3.11¢ 1.37C 4.48¢ 2.472 0.84¢
TBL 10 0.951 0.569 1.520 1.025 0.368
TOL GAS 10 0.904 0.365 1.269 0.844 0.326
TATEPA 10 1.26¢ 0.74¢ 2.014 1.32¢ 0.431
INDUSTRY | 60 5.492 0.365 5.858 1.752 1.093

Source; compiled on the basis of annual financial repoftsompanies from 2005-
2014.
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The following observations are made from descretinalysis. Table 4.1

The GP of SIMBA, TWIGA, TCC, TBL, TOLGAS, TATEPAra@ INDUSTRY
range between (9.74 — 11.09), (10.41 - 11.72),7@L6- 12.14), (11.59 — 13.01),
(3.37 — 9.38), (7.87 — 9.91) and (3.37 — 13.01)fit®n with mean of 10.76, 11.15,
11.59, 12.26, 6.98, 8.47 and 10.20 and standarititav of 0.42, 0.42, 0.53, 0.50,
2.04, 0.62 and 2.09 Tzs billion respectively. TOLSMdicates highest standard
deviation compared to other listed manufacturingnpanies but less than of
INDUSRY.

The INVTID of SIMBA, TWIGA, TCC, TBL, TOLGAS, TATER and INDUSTRY
range between (3.3 — 10.1), (1.2 — 6.5), (1.0 ¥ 843 — 5.8), (22.5 — 140.5), (56.5 —
81.4) and (22.5 — 72.3) days with average of 4378), 1.59, 4.22, 52.77, 135.73 and
134.89 days and standard deviation of 1.95, 1.3H,d.02, 41.83, 76.19 and 90.98
days respectively. TCC shows the lowest days igeaninimum, maximum, mean
and standard deviation than other companies angind The standard deviation of
TOLGAS and TATEPA is very higher compared to othempanies for this case
they indicate high volatility comparably to othestéd manufacturing companies

used in this study, though less than of industry.

The ACP of SIMBA, TWIGA, TCC, TBL, TOLGAS, TATEPAra INDUSTRY
range between (5.99 — 17.05), (5.36 — 50.16), (5.34.34), (6.56 — 20.57), (44.27 —
74.39), (3.71 — 101.12) and (3.70 — 101.13) dagpeetively. The mean of 12.04,
14.37, 8.35, 11.21, 58.79, 26.26 and 21.84 days. stAandard devastation of 3.66,
13.24, 1.78, 4.58, 10.84, 28.55 and 22.03 dayseotisely, TCC showing the
minimum and maximum days of (5.35 and 11.34dayse@svely) the lowest range
comparatively to INDUSTRY and other listed manugaictg companies in DSE.
While TOLGAS shows higher standard deviation corapeely to all companies
and industry. Higher standard deviations imply highatility.

The CCC of SIMBA, TWIGA, TCCL, TBL, TOLGAS, TATEPANd INDUSTRY
range between (55.73 — 98.27), (36.57 — 81.92P(66. 96.78), (22.15 — 114.37),
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(24.11 - 67.32), (50.65 — 66.86) and (22.15 — §6days, the mean of 80.40, 124.35,
260.87, 77.69, 64.08, 122.70 and 42.68 days raspBgtthe standard deviation of
14.00, 44.27, 78.66, 30.93, 44.98, 82.29 and 28#& respectively. The CCC
average of TCCL is 260.87, days highest than otieall listed manufacturing
companies and INDUSTRY, the CCC standard deviabbriTATEPA is 82.29

highest comparatively to all listed manufacturing.

APP of SIMBA, TWIGA, TCC, TBL, TOLGAS, TATEPA andNDUSTRY range

between (4.5 — 46.5), (14.6 — 130.5), 17.4 — 641&).4 — 60.7), (30.5 - 70.8), (7.3 —
96.0) and (4.5 -120.5) days with mean of 24.8438534.86, 28.39, 47.49, 39.30
and 35.04 days and standard deviation of 13.32332.4.53, 15.57, 11.09, 26.86
and 20.93 respectively. The mean of TWIGA and TOIS3# greater compare to the
INDUSRY as well as other listed manufacturing comea of this study; once more
TWIGA presented higher standard deviation compeetito INDUSTRY and other

listed manufacturing companies selected in theystuddigh standard deviation

implies high volatility.

The firm size (SLn) of SIMBA, TWIGA, TCCL, TBL, TOGAS, TATEPA and
INDUSTRY range between (11.11 — 12.18), (11.14 43 (11.24 — 12.58), (12.31
—13.62), (8.12 — 9.59), (8.71 — 9.91) and (8.118-62) billion with mean of 11.76,
11.90, 12.05, 12.99, 8.82, 9.49 and 11.17 billiod standard deviation of 0.39, 0.44,
0.51, 0.45, 0.44, 0.37 and 1.56 billion respecyivelhe standard deviation of
TATEPA is lowest compare to all other listed mamtifiaing companies selected in
this study and industry meaning that TATEPA lownstard deviation means low
risk. INDUSTRY reported highest standard deviatiil.56 days) comparatively to
all manufacturing companies in this study.

The CR of SIMBA, TWIGA, TCCL, TBL, TOLGAS, TATEPAra INDUSTRY
range between 3.12, 4.95, 3.12, 0.95, 0.90, 1.875a40 days, mean of 1.83, 3.03,
2.47, 1.03, 0.84, 1.33 and 1.75 ratio, standardatiem of 0.87, 1.36, 0.85, 0.37,
0.33, 0.43 and 1.09 ratio, with minimum of 0.61891).1.37, 0.57, 0.37, 0.75 and 0.37
ratio and maximum of 3.73, 5.86, 4.47, 1.52, 1201 and 5.86 ratio respectively.
Statistics indicate that INDUSRY is having highestge and maximum of (5.49 and
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5.86 ratios respectively) and lowest minimum of 70.6atio compared to all
manufacturing companies selected for the study. katio in standard deviation

indicates low risk while high standard deviatiodigates high volatility.

4.3 Correlation analysis

To identify the existing correlation between wokkircapital components and
profitability, Pearson correlation analysis is agglin this study. The expectation is
CCCLn, INVTIDLn, and ACPLn has negative relationskiith GPLn, the reason is
that decrease in days of CCC, INVTIDLn, and ACPhareases GPLn. Dissimilar,
the relationship between APPLn and GPLn is expetddae positive, the reason is
when delaying paying short term obligations thefipiocrease. Parallel to this CR,
Firm size and GPLn are expected to have positilaioaship. When sales/revenue
increases GPLn also increase, CR measures thdlitigwf a firm, if it have
sufficient fund to meet emergence expendituresirdi is liquid is an indicator of

good performance hence good sound of the firm phodtability.
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Table 4.2 Correlation analysis of selected variables of the listed manufacturing

companiesin DSE

Variables | COMPANY GPLn | APPLn | INVTID | ACPLn | CCCLNn | SLn CR
GPLn SIMBA COR 1 0.596 0.271 -0.101 0.002 0.889 -0.001
SIG 0.03¢ 0.22¢ 0.391 0.49¢ | 0.00C | 0.49¢
TWIGA COR 1 -0.46: -0.01¢ 0.06¢ 0.26% | 0.96%| -0.31¢
SIG 0.089 0.484 0.426 0.23 0.000 0.188
TCC COR 1 0.09¢6 0.41y -0.062 0.3y7 0.997 0.464
SIG 0.39¢ 0.11¢ 0.43¢ 0.141| 0.00C| 0.08¢
TBL COR 1 -0.11¢ 0.84¢ 0.41C 0.68¢ | 0.97¢| 0.67%
SIG 0.371 0.001 0.12p 0.014 0.00p0 0.016
TOL GAS COR 1 0.064 0.476 -0.103 0.342 0.485 0.448
SIG 0.42¢ 0.08 0.38¢ 0.167 | 0.077| 0.097
TATEPA COR 1 0.067 -0.48¢ 0.057 -0.47 | 0.73%| -0.46:
SIG 0.427 0.07¢ 0.437 0.085 0.008 0.089
INDUSTRY | COR 1 -0.270 0.548 -0.654 0.377 0.929 0.35
SIG 0.01¢ 0.00(¢ 0.00(¢ 0.00z | 0.00C | 0.00:
APPLr SIMBA COR 0.5%6 1 0.55z | -0.19: -0.05¢ | 0.23(| 0.147
SIG 0.034 0.049 0.297 0.440 0.262 0.343
TWIGA COR -0.463 1 0.794 0.734 0.4930.427 0.303
SIG 0.089 0.003 0.008 0.074 0.109 0.197
TCC COR 0.096 1 -0.324 -0.023 -0.516 0.165 -0.B11
SIG 0.396 0.18 0.475 0.064 0.324 0.]191
TBL COR -0.119 1 -0.584 0.708 -0.7630.231 0.228
SIG 0.371 0.038 0.011 0.005 0.260 0.264
TOL GAS COR 0.066 1 -0.1683 0.207 -0.472.048| -0.237
SIG 0.428 0.326 0.283 0.084 0.447 0.255
TATEPA COR 0.067 1 0.54p 0.723 0.3640.441 0.450
SIG 0.427 0.05: 0.00¢ 0.1£| 0.101| 0.09¢
INDUSTRY | COR -0.270 1 -0.004 0.535 -0.0Y80.334 0.016
SIG 0.01¢ 0.487 0.00c¢ 0.277 | 0.00f | 0.45:
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INVTID | SIMBA COR 0.271 0.557 1 -0.483 0.741 0.047 -0.284
SIG 0.22¢ 0.049 0.07¢ 0.007 | 0.44¢| 0.21:
TWIGA COR -0.01¢ 0.79¢ 1 0.91( 0.91: | 0.01| 0.01¢C
SIG 0.484 0.003 0.00D 0.000 0.489 0.489
TCC COR 0.417  -0.324 1 0.582 0.9Y5 0.379 0.p81
SIG 0.11¢ 0.18¢ 0.03¢ 0.00C | 0.14| 0.21¢
TBL COR 0.84¢<| -0.58¢ 1 0.02¢ 091z | 0.90¢| 0.37¢
SIG 0.001 0.03§ 0.46P 0.000 0.000 0.143
TOL GAS COR 0.47q -0.163 1 -0.222 0.8y2 0.760  0.p56
SIG 0.08: 0.32¢ 0.26¢ 0.001 | 0.00t| 0.43¢
TATEPA COR -0.484 0.54( 1 0.541 0.9710.762 0.712
SIG 0.078 0.053 0.058 0.000 0.005 0.010
INDUSTRY | COR 0.54¢ | -0.00¢ 1 -0.457 0.92¢ | 0.45%| 0.467
SIG 0.00¢ 0.48: 0.00(¢ 0.00C | 0.00C | 0.00¢
ACPLnN SIMBA COR -0.101| -0.197 -0.483 1 -0.147 0.008  0.562
SIG 0.391 0.297 0.07p 0.343 0.3p4 0.045
TWIGA COR 0.06¢ 0.73¢ 0.91( 1 0.859 | 0.19¢| -0.041
SIG 0.42¢ 0.00¢ 0.00c¢ 0.001| 0.291| 0.45¢
TCC COR -0.062 -0.023 0.582 1 0.542 -008 -0.193
SIG 0.433 0.475 0.03p 0.053 0.4{13 0.297
TBL COR 0.41( 0.70¢ 0.02¢ 1 -0.207 | 0.34¢| 0.21(C
SIG 0.12¢ 0.011 0.46¢ 0.28: | 0.161| 0.2¢0
TOL GAS COR -0.103 0.20Y -0.222 1 0.045.028| 0.267
SIG 0.38¢ 0.28: 0.26¢ 0.451| 0.47| 0.22¢
TATEPA COR 0.057 0.723 0.541 1 0.4960.332 0.091
SIG 0.43 0.00¢ 0.05: 0.07z | 0.174| 0.401
INDUSTRY | COR -0.654 0.53% -0.457 1 -0.3020.661| -0.311
SIG 0.00(¢ 0.00c¢ 0.00c¢ 0.01C | 0.00C | 0.00¢
CCCLn SIMBA COR 0.00z | -0.05¢ 0.741| -0.14% 1 0.03C | 0.00z
SIG 0.498 0.440 0.00f 0.343 0.468  0.498
TWIGA COR 0.265 0.493 0.918 0.859 1 0.86 -0.237
SIG 0.2 0.07¢ 0.00c¢ 0.001 0.15¢| 0.25¢
TCC COR 0.377| -0.51¢ 0.97¢ 0.542 1 0.32¢ | 0.32¢
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SIG 0.141 0.064 0.00p 0.033 0.178 0.178
TBL COR 0.688| -0.763 0.913  -0.2Q7 1 0.769  0.177
SIG 0.01¢ 0.00¢ 0.00(¢ 0.28¢ 0.00¢ | 0.31:z
TOL GAS COR 0.34z | -0.47: 0.872 0.04¢ 1 0.70€¢ | 0.14¢
SIG 0.167 0.084 0.o01 0.451 0.011 0.341
TATEPA COR -0.47 0.364 0.971 0.496 1| 0.676| 0.609
SIG 0.085 0.15 0.00p 0.072 0.016  0.031
INDUSTRY | COR 0.377, -0.07% 0.924  -0.302 1 0.300 Q.42
SIG 0.00z 0.271i 0.00¢ 0.01C 0.01C| 0.00c¢
SLn SIMBA COR 0.88¢ 0.23( 0.047 0.09¢ 0.03( 1 0.041
SIG 0.000 0.267 0.44p 0.394 0.468 0.455
TWIGA COR 0.963| -0.427 0.01 0.199 0.36 1 -0.386
SIG 0.00¢ 0.10¢ 0.48¢ 0.291 0.15¢ 0.13¢
TCC COR 0.997 0.16¢ 0.37¢ -0.0¢ 0.32¢ 1 0.44¢
SIG 0.000 0.324 0.14 0.413 0.178 0.099
TBL COR 0.978| -0.231 0.90p 0.349 0.769 1 0.%98
SIG 0.00¢ 0.26( 0.00(¢ 0.161 0.00¢ 0.03¢
TOL GAS COR 0.48¢ | -0.04¢ 0.76C | -0.02¢ 0.70¢ 1 -0.281
SIG 0.077 0.447 0.005 0.470 0.011 0.216
TATEPA COR 0.733  -0.441 -0.762 -0.332 -0.676 1 56.7Y
SIG 0.00¢ 0.101 0.00¢ 0.17¢ 0.01¢ 0.00¢
INDUSTRY | COR 0.92¢| -0.33¢ 0.45¢| -0.661 0.30(¢ 1 0.29¢
SIG 0.00¢ 0.00¢ 0.00(¢ 0.00(¢ 0.01¢ 0.012
CR SIMBA COR -0.001 0.147 -0.28¢ 0.562 0.00z | 0.041 1
SIG 0.499 0.343 0.218 0.045 0.4D8 0.455
TWIGA COR -0.314 0.303 0.01p  -0.041 -0.237.386 1
SIG 0.188 0.197 0.48p 0.435 0.255 0.135
TCC COR 0.464 -0.311 0.281 -0.193 0.328 0.445 1
SIG 0.08¢ 0.191 0.21¢ 0.297 0.17¢ | 0.09¢
TBL COR 0.67: 0.22¢ 0.37¢ 0.21( 0.177 | 0.59¢ 1
SIG 0.016 0.264 0.1438 0.280 0.31l2 0.034
TOL GAS COR 0.448 -0.237 0.036 0.267 0.149.281 1
SIG 0.097 0.255 0.43p 0.228 0.341 0.216
TATEPA COR -0.463 0.45( 0.712 0.091 0.609 - 1
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0.756

SIG 0.08¢ 0.09¢ 0.01cC 0.401 0.031| 0.C06
INDUSTRY | COR 0.35( 0.01¢ 0.467 | -0.311 0.422 | 0.29¢ 1
SIG 0.003 0.453 0.00p 0.008 0.0p0 0.012

Sour ce; compiled on the basis of annual financial repoftsompanies from 2005-
2014

The following observations of the correlation ofiahles are made from the analysis

of the information contain in the table 4.2

The correlation between INVTID and GP of SIMBA, TCTBL, TOLGAS and
INDUSTRY is positive against expectation (0.271410., 0.844, 0.476 and 0.548
respectively) and highly significant to TBL and INBTRY ata = 1% ¢ value.001
and.000 respectively), but insignificance to SIMBECC, and, TOLGAS at = 1%
(p value.224, .115 and .082 respectively). The correlaietween INVTID and GP
of TWIGA and TATEPA is negative which in line wixpectation (-0.015 and -
0.484 respectively) though insignificant at = 1% @ value .484 and .078)
respectively. Negative correlation indicate effiig management of inventories

while positive correlation mean inefficiency maniaugat of inventories

The correlation between ACP and GP of SIMBA, TCOLGAS and INDUSRY is
negative as expected (-.101, -.062, -.103 and -.6&spectively) but highly
significant to INDUSRY ati = 1% ( value.000) and insignificant to SIMBA TCC
and TOLGAS at = 1%  value.391, .433, and .388 respectively). The correhatio
between ACP and GP of TWIGA, TBL and TATEPA is piosi correlated against
the expectation (.068, .410, and .057) though mBaant ata = 1% @ value.426,
.120 and .437 respectively). negative correlabonPACP with GP imply that firms
are taking few days in collecting receivables wiplesitive correlation mean that

firms are taking too long in collecting debts.
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The correlation between CCC and GPLn of SIMBA, TWIG@BL, TOLGAS and
INDUSRY shows positive coefficient against expdotaf.002, .265, .377, .688 and
.377 respectively) and not significantéat 1% @ value.498, .230, .141, and .167)
for SIMBA, TWIGA, TCC and TOLGAS respectively, baignificant to TBL and
INDUSTRY ata = 1% f value.014 and .002 respectively). However TATEPA
indicated negative coefficient (-.470) though ngh#icant ata = 1% ¢ value.085).
Result shows that the CCC of TATEPA is in line wikieories of WCM. Negative
relationship indicates that CCC is shortened wiafegthening of CCC is indicated

by positive relationship with profitability meassre

The correlation between APP and GP of SIMBA, TCOLGAS and TATEPA is

positively as expected (0.596, 0.096, 0.66, and6.@espectively), but only
significant to SIMBA ata = 1% ( value.034) while TWIGA and TBL indicated
negative relationship in opposition to the expeaotaf-.463 and -.119 respectively)
and not significant. The relationship of comparpes together as INDUSTRY is
negative (-.270) and significait = 1% @ value.019) against expectation. With
these relationships we can conclude that SIMBA, TCOLGAS and TATEPA

account payables are properly managed and cordribugrofitability.

The correlation between firm size (SLn) and GPLISWIBA, TWIGA, TCC, TBL,
TOLGAS, TATEPA and INDUSTRY confirm positive coaffent as expected .889,
.963, .997, .978, .485, .733 and .929 respectiaety highly significance &t = 1%p
value .000, .000, .000, .000, .008 and .000 for SIMBANIGA, TCC, TBL,
TATEPA and INDUSTRY respectively and not signifitamly to TOL GAS ati =
1% p value (077). It reveals that the increase in sales isg®dhe profitability of
the firm.

The correlation between CR and GPLn of TCC, TBLLBAS and INDUSTRY
indicate positive coefficient as expected .464,7,6448 and .350 respectively but
only significant to INDUSTERY and TBL ata = 1% p value .003 and .016
respectively. While insignificant to TCC and TOLGAS 1%p value.088 and .097
respectively. The coefficient of SIMBA, TWIGA andATEPA is negative against
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the expectation (-.001, -.314 and -.463 respegtjvahd insignificant at. = 1%
value .499, .188 and .089 respectively). The increaseuiment ratio signifies the

liquidity hence increases profitability.

4.4 Regression analysis

The established structure of literature review atata analysis was aimed in
investigating the effect of WCM on profitabilityn lorder to shed light on the
relationship of WCM on firms' profitability we appmultiple regression analysis.
Each model or regression equation formulated frdra hypothesis is tested
independently first by using individual company adatomprises of ten (10)
observations, finally all individual data are comddil together to form INDUSTRY
with sixty (60) observations, where by each modetquation is again tested in the
same manner. Each model or regression equatiosisterof one Independent
variable, two control variables and dependent Wsdgia GPLn is taken as dependent
variable of the study and APPLn, INVTIDLn, ACPLnda@CCLn are independent

variable which influences the dependent variable &1d CR are control variable.

4.4.1 Regression analysisfor SIMBA Company

Regression analysis is been carried to examin&eifet is significant relationship
between ACP, APP, INVTID and CCC and GOP of SIMBAntgpany. Each

independent variable is tested including two cdntesiables basing on formulated

four regression equation.

4.4.1.1 Influence of INVTID on GP of SMBA Company
The first regression equation is examines theiosiship between INVTID and GP.
INVTID, SLn and CR are regressed together with @®R/TIDLn is included as

independent variable, SLn and CR as control vaembhd GP dependent Variable.
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Table 4.3 Model Summaryb resultsof SIMBA Company

Model |R R Adjusted |Std. Errorl Change Statistit Durbir-
Square | R Square | of thelR Squard F dfl [df2 [Sig. F| Watson
Estimate |Change |Change Change
1 91¢ |.844 .76¢€ .2038¢ .844 10.81¢ |3 6 .00¢ 1.83:

a. Predictors: (Constant), CR, SLn, INVTIDLn

b. Dependent Variable: GPLn

Table 4.4 Regression

Coefficientsaresults of SSIMBA Company

Model Unstandardize: Standardizer | T Sig. | Collinearity Statistic
Coefficients Coefficients
B Std. Erro | Bete Toleranct | VIF
(Constant) -2.509 (2.449 -1.025 |.345
INVTIDLN 434 .306 .239 1.420 |.205|.916 1.092
! SLn .95¢ A77 .87¢ 5.42( |.00z |.99: 1.00¢
CR .015 .081 .031 .183 .861 [.916 1.091

a. Dependent Variable: GPLn

SPSS output of the model summary and regressidffiaests for the influence of
ACP on GP are given in table No 4.3 and 4.4.

The following observations are made from tableah8 4.4.
The model summary shows AdjustefidR76.6%, and F Change 10.82%, the model
highly Significant of F Change & = 0.05% (.008), Durbin-Watson is 1.83 where

the upper limit for autocorrelation is 10, and \Gfvariable selected are within the

range. Therefore models fit for analysis. The doiiit of INVTIDLN is positive
with GPLn (.434) against expectation and insigafficaté = 0.05% Pvalue (.205).
There is a strong positive relationship between 8hd GP (.959) as expected and
highly significant ati = 0.05% (.002), it imply that when sales increps#itability

of firm increases. However there is positive relaship between CR and GP (0.015)

but weak and insignificant &= 0.05% Pvalue(.861)
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4.4.1.2 Influence of ACP on GP of SIMBA Company

The second model of this study examines the relslip between ACP and GP. So
far ACPLn, SLn and CR are regressed to test tim#iuences on GP. ACPLn is
included as independent variable, SLn and CR asalorariables and GP dependent
Variable. SPSS output of the model summary andessgon coefficients for the

influence of ACP on GP are given in table No 4.8 4r6

Table 4.5 Model summary results of SIMBA Company

Mode | R R Adjuste | Std. Change Statistics Durbin
I Squar |d R|Error of| R squard F dfl |[df2 |Sig. F|-
e Square |the Change |Chang Chang | Watson
Estimatg e e
1 917 |.83z |.74¢ 21127 [.83% 9.941 |3 6 .01C 151t

a. Predictors: (Constant), CR, SLn, ACPLn
b. Dependent Variable: GPLn

Table 4.6 Regression Coefficientsa results of SIMBA Company

Model Unstandardized | Standardized| T Sig. Collinearity
Coefficients Coefficients Statistics
B Std. Erro | Bete Toleranct | VIF
(Constant)] -.281 |2.176 -.129 |.902
ACPLn -.306 |.252 -.246 -1.212 .271 .678 1.474
! SLn .99t .184 .90¢ 5.41% |.00z |.99C 1.01¢(
CR .048 .097 .100 493 |.639 |.684 1.462

Dependent Variable: GPLn

The following observations are made from tableah8 4.6

The overall model explain 74.9% of variation in G&used by ACP after controlling
the effects of control variable, therefore the atoin is significant att = 0.05% P
value (0.009). The collinearity is below the upper liraitd Durbin-Watson statistics

for autocorrelation are within the range. Hence Mdd for analysis.

47



The coefficient of ACPLn is negative with GPLn @& as expected though not
significant até = 0.05% Pvalue (.271), but it implies that when average collectio
period decreases profitability increase and vicesae The coefficient of SLn and
CR is positive with GP (.995 and .048 respectivEi is highly significant af =
0.05% Pvalue (.002) but CR not significant &t = 0.05% Pvalue (.639). When
revenue increases profit increase likewise theeas® of ratio of CR is an indicator

for increase in profitability.

4.4.1.3 Influence of CCC on GP of SSIMBA Company

The third model of this study examines the relatiop between CCCLn and GP.
CCCLn, SLn and CR are regressed together with GBCL® is included as
independent variable, SLn and CR as control vaggabhd GP dependent Variable.
SPSS output of the model summary and regressidffiaests for the influence of
CCCLn on GP are given in table No 4.7 and 4.8

Table 4.7 Model Summaryb resultsof SIMBA Company

Model| R R Adjusted| Std.  Errorf Change Statistit Durbin-
Squarg R of the[R Squard F df1|df2|Sig. F|Watson
Square |Estimate |Change |Change Change
1 .89C*| .79z |.68¢ .2349( 792 7.65t |3 |6 |.01¢ 1.001

a. Predictors: (Constant), CR, SLn, CCCLn
b. Dependent Variable: GPLn

Table 4.8 Regression Coefficientsa results of SSIMBA Company

Model Unstandardize: Standardize| T Sig. Collinearity Statistic
Coefficients Coefficients
B Std. Error | Beta Tolerance | VIF
(Constant |-.29z |3.07( -.09t |.927
CCCLn -.089 |.452 -.038 -.196 |.851 (.920 1.087
! SLn 976 |.204 .892 4.7921.003 |.997 1.004
CR -.02% |.09¢ -.04¢ -.25C |.811 J91¢ 1.08¢

a. Dependent Variable: GPLn

48



The following observations are made from tableahd 4.

Adjusted R statistically influences the outcome of GP at 88.%he F statistically is
used to test the significance of R, F Change i6%.6nd Significance of F Change is

0.018. VIF of variables is below 10. Therefore nmed# for analysis.

The coefficient of CCCLn is negative with GPLn (@&hough insignificant at =
0.05% (.851). This emphasis that, when CCC decsegsefitability increases and
vice versa, There is strong and positive relationship betweken &d GP (0.976)
and highly significance at 0.003. Result entailt theofitability increases as sales
increases and vice versa. CR reveals negative iagsacwith GP (-0.023) against

expectation and insignificance at 0.811.

4.4.1.4 Influence of APP on GP of SSMBA Company

The relationship between APP and GP is examinedppyying the fourth model of

the study. APPLn, SLn and CR are regressed tahesteffects on GP. APPLn is

taken as independent variable, SLn and CR as dorarables and GP dependent
Variable. SPSS output of the model summary andessgon coefficients for the

influence of APP on GP are given in table No 4.8 4r10.

Table 4.9 Model Summaryb resultsof SIMBA Company

Model] R R [Adjusted| Std. Change Statistics Durbin-
Squarg R Error of | R Square F dfl | df2 | Sig. F Watson
Square| the Change | Changs Changd
Estimate
1 .987 .961 .94z .1013¢ .961| 49.86¢ 3 6 .00C 2.81z

a. Predictors: (Constant), CR, SLN, APPLN
b. Dependent Variable: GPLN
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Table 4.10 Regression Coefficientsa results of SIMBA Company

Model Unstandardized Standardizeq T Sig. | Collinearity Statistics
Coefficients Coefficients
B Std. Error | Beta Tolerance | VIF
(Constant)| -.189 1.037 -.182 |.862
APPLr .26E .051 A2¢ 5.14z |.00z |.92¢ 1.07%
! SLn .870 .090 .795 9.646 |.000 |.947 1.056
CR -.047 .03¢ -.097 -1.197 |.27¢ | .97¢ 1.022

a. Dependent Variable: GPLn

The following observations are made from tableah@ 4.10

The adjusted Rwhich statistically explain the percentage of whickdependent
variable influence changes on dependent varial®.i2% .the F Change is used to
test the significant of R, the F Change is 49.87¥ the significant of F change is
0.000. The Durbin-Watson statistics is 2.812 whéne the upper limit for
autocorrelation is 4. VIF of variables is below ®bich is the upper limit for
association among independent variables.

The coefficient of APPLn is positive with GPLn (85as expected and is highly
significant até = 0.05% P value (0.02). This means that the irseréa account
payables increases profitability of company. Thefficient of SLn is positive
associated with GPLn (.870) as expected and hgjghificant até = 0.05% (0.000).
Increase in revenue has positive impact on proftalof a firm. CR indicates
negative relationship with GP (-.047) against efgian and insignificant af =
0.05% (0.278).

4.4.2 Regression analysisfor TWIGA

Regression analysis is been carried to examin&eifet is significant relationship
between ACP, APP, INVTID and CCC and GOP of TWI@ach independent
variable is tested including two control variableasing on formulated four

regression equation.
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4.4.2.1 Theinfluence of INVTID on GP of TWIGA

The relationship between INVTID and GP is measubgdthe first regression
equation of this study. INVTIDLn, SLn and CR argnessed to test their effects on
GP. INVTIDLn is included as independent variablen&nd CR as control variables
and GP dependent Variable. SPSS output of the mawteimary and regression
coefficients for the influence of INVTID on GP ag@ven in table No 4.11 and 12.

Table 4.11 Model Summaryb results of TWIGA

Model |R R Adjusted | Std. Error off Change Statistics Durbin-
Square| R Square the Estimatg R Square F df1 |df2 | Sig. F|[Watson
Change |Change Change
1 .967 |.936 .903 .13067 .936 29.010 |3 6 .001 2.039

a. Predictors: (Constant), INVTIDLN, CR, SLn
b. Dependent Variable: GPLn

Table4.12 Regression Coefficientsaresultsof TWIGA

Model Unstandardized Coefficier | Standardize(| T Sig. Collinearity
Coefficients Statistics
B Std. Error | Beta Tolerance| VIF
(Constant |.23C 1.46: 157 |.88C
SLn .948 107 .993 8.822 |.000 |.848 1.179
! CR .02z .03t .07¢ .62C |.B5¢ |.85C 1.17¢
INVTIDLn |-.086 143 -.063 -.605 |.567 |.997 1.003

a. Dependent Variable: GPLn

The following observations are made from table 4dd 4.12

The regression model explain 90.3% of variatiorGIP caused by INVTID after

controlling the impacts of control variables, tHere the discrepancy is statistically

significant at Pvalue (0.002). The collinearity is below the upper lev@he

coefficient of INVTIDLn is negative with GPLn (-.88 this is against the

expectation and not significant @&t= 0.05% (.567). The SLn and CR are positively
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with GP (.948 and .022) respectively. Highly sigrahce to SLn (0.000) and
insignificance to CR (.558). The implication is tle increase in SLn and CR will

result to the increase in profitability of a firm.

4.4.2.2 Theinfluence of ACP on GP of TWIGA

To examine the relationship between ACP and GRsémend model is applied. So
far ACPLn, SLn and CR are regressed to test tlffgcts on GP. ACPLn is included

as independent variable, SLn and CR as controlabs and GP dependent
Variable. SPSS output of the model summary andessgn coefficients for the

influence of ACP on GP are given in table No 4.48 &4.

Table 4.13M odel Summaryb results of TWIGA

Mode | R R Adjuste | Std. Change Statistics Durbin-
I Squar |d R|Error of| R Squard F df |df2 |Sig. F|Watson
e Square |the Change |[Chang|1 Change
Estimate e
974
1 a .948 |.922 11723 1.948 36.529|3 |6 .000 2.499

a. Predictors: (Constant), ACPLn, CR, SLn
b. Dependent Variable: GPLn

Table 4.14 Regression Coefficientsaresults of TWIGA

Model Unstandardized Standardized T Sig. [ Collinearity
Coefficients Coefficients Statistics
B Std. Erro | Bete Toleranct | VIF
(Constant) -.265 1.188 -.223 .831
SLn 971 .098 1.017 9.891 |.000 |.817 1.223
! CR .02z .031 .07z 724 49€ |.85C 1.17%
ACPLnN -.087 |.063 -.131 -1.382(.216.959 1.043

a. Dependent Variable: GPLn
The following observations are made from table 448 4.14
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The adjusted Rwhich statistically explain the percentage of whickdependent
variable influence changes on dependent variab®.i8% .the F Change is used to
test the significant of R, the F Change is 36.53f the overall model is significant
of F change is 0.000. The Durbin-Watson statisica 499 where by the upper limit
for autocorrelation is 4. VIF of variables is beld® which is the upper limit for

association between independent variables.

The coefficient of ACPLn is negative with GPLn @4 as expected though not
significant atd = 0.05% (.507). However, when average collectieriqul decreases
probably profit increases and vice versa. The aoefft of SLn and CR is positive
with GP (.918 and .025 respectively) SLn is highignificant até = 0.05% (.000)
but CR not significant at = 0.05% (.507) profitability is influenced by imase in
CR

4.4.2.3 Theinfluence of CCC on GP of TWIGA

The third model of this study examines the relatiop between CCCLn and GP. So
far CCCLn, SLn and CR are regressed to test tfieicts on GP. CCCLn is included

as independent variable, SLn and CR as controlabs and GP dependent
Variable. SPSS output of the model summary andessgon coefficients for the

influence of CCC on GP are given in table No 4.48 4.16.

Table 4.15Model Summaryb results of TWIGA

Modell R R Adjusted| Std. Errorl Change Statistics Durbin-
Squarg R of the|R  Squarg F dfl [df2 |Sig. F|Watson
Square |Estimate [Change |Change Changd
1 .96¢° | .93¢ .907 .1280( 93¢ 30.31¢ |3 6 .001 2.20¢

a. Predictors: (Constant), CCCLn, CR, SLn
b. Dependent Variable: GPLn
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Table 4.16 Regression Coefficientsa results of TWIGA

Model Unstandardized Standardized | T Sig. | Collinearity Statistics
Coefficients Coefficients
B Std. Erro | Bete Toleranc VIF
(Constant) |.124 1.339 .093 [.929
SLn .97C 11C 1.01% 8.81Z |.00C |.77E 1.29(
! CR .018 .034 .057 519 [.623].840 1.191
CCCLn -.121 152 -.087 -.796 |.456 |.859 1.164

a. Dependent Variable: GPLn

The following observations are made from table 448 4.16

The model shows Adjusted ?Rof 90.7%, F Change of 30.32% and highly
significance of F change (0.001), the Durbin-Watstatistics of 2.209; furthermore

the VIF is within the limit for all variables in ¢hregression coefficient. The model

strongly fit for analysis.

The coefficient of CCCLn is negative with GPLn 1) although not significant at
= 0.05% Pvalue (.456). SLn is significance positively with GP {® sig (.000)
while CR is positively with GP (0.018) but insigedince. Normally positive

relationship is an indicator for increase in pefitity.

4.4.2.4 | nfluence of APP on GP of TWIGA

The relationship between APP and GP is been tetsteigh fourth regression
equation of the study. For that case APPLn, SLn @Rdare regressed to test their
effects on GP. APPLn is independent variable; Siagh @R are control variables and
GP dependent Variable. SPSS output of the modelmsugn and regression

coefficients for the influence of APP on GP areegivn table No 4.17 and 18.
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Table 4.17M odel Summaryb results of TWIGA

Model | R R Adjusted [ Std. Errorf Change Statistit Durbir-
Squarg R Square| of the[ R Squard F df1 | df2 | Sig. F| Watson
Estimate |Change |Change Change
1 .96€% | .93¢ .904 .1300: .93¢€ 29.31% |3 6 .001 1.97¢

a. Predictors: (Constant), CR, APPLn, SLn
b. Dependent Variable: GPLn

Table 4.18 Regression Coefficientsa results of TWIGA

Model Unstandardize: Standardize« |T Sig. | Collinearity
Coefficients Coefficients Statistics
B Std. Erro | Bete Toleranc | VIF
(Constant) 319 1.498 .213 |.838
APPLn -.050 077 -.076 -.655(.537 [.795 1.258
1 8.04
SLn 918 114 .962 c .000 |.745 1.342
CR .025 .035 .080 .705 |.507 |.828 1.208

a. Dependent Variable: GP

The following observations are made from table 44d 4.18

Adjusted R statistically influences the outcome at 90.4%, Fhstatistically is used
to test the significance change of R 29.32% andifségnce of F Change is 0.001.
Autocorrelation and collinearity are within the ltmHence these models fit for
analysis.

The coefficient of APPLn is negative with GPLn BQ) against expectation and not
significant atd = 0.05% (.537). The results are not in line witedries of WCM.

Howe ever there is a strong positive relationshépMeen SLn and GP (.918) and
highly significance as expected. When sales ineasofitability also grow up.
Beside this, result indicate a positive relatiopghetween CR and GP (0.025) though
insignificance atd = 0.05% (.507), the positive relationship imphattwhen CR

increases profitability also increases.
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4.4.3 Regression analysesfor TCC
Regression analysis is been carried to examingeifet is significant relationship
between ACP, APP, INVTID and CCC and GOP of TCC:lEadependent variable

is regressed together with two control variablegewfy its effect on GP.

4.4.3.1 Theinfluenceof INVTID on GP of TCC

The first model of this study examines the influeraf INVTID on GP. However
INVTIDLNn, SLn and CR are regressed to test thefe@t on GP. INVTIDLnN is

independent variable; SLn and CR are control véggabnd GP dependent Variable.
SPSS output of the model summary and regressiaificGests for the influence of
INVTID on GP are given in table No 4.19 and 4.20.

Table 4.19M odel Summaryb resultsof TCC

Model] R R Adjusted| Std. Errorl Change Statistics Durbin-
Square) R Squarg of the| R Squar |F Chang |df1 [df2 [Sig. F|Watson
Estimate |Change Change
1 .99¢€ [.997 .99t .0384¢ 997 574.88( |3 6 .00C 1.052

a. Predictors: (Constant), CR, INVTIDLn, SLn
b. Dependent Variable: GPLn

Table 4.20 Regression Coefficientsaresultsof TCC

Model Unstandardize: Standardize(| T Sig. | Collinearity Statistic
Coefficients Coefficients
B Std. Erro | Bete Toleranct | VIF
(Constant) |-1.365 [.410 -3.332 |.016
INVTIDLN 105 .064 .043 1.639 |.152|.840 1.190
! SLn 1.02: |[.03C 97: 34.61: |.00C |.732 1.361
CR 012 .017 .019 .691 516 |.787 1.271

a. Dependent Variable: GPLn
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Adjusted B shows 99.5% meaning that change in dependent Vaimmfluence by
independent variables at that percentage. F Chiarig&t.88 and significance of F
Change is 0.000, indicating that model fit for g&d. VIF and Durbin-Watson

statistics are all within the limit.

The coefficient of INVTIDLN in regression analyssspositive with GPLn (.105) this
is against the expectation and not significarit at0.05% (.152).The coefficient of

SLn and CR is positively with GP (1.023 and 0.0¥2spectively though
insignificance to CR (0.516) but strongly signifitao SLn (0.000). it imply that the

proportional change in sales will automatically i@ the profitability of the firm

4.4.3.2 Thereationship between ACP and GP of TCC

The basis of second model of this study is to erarntne relationship between ACP
and GP. So far ACPLn, SLn and CR are regressagbtdltteir effects on GP. ACPLn
is included as independent variable, SLn and CRcadrol variables and GP
dependent Variable. SPSS output of the model sugnarad regression coefficients
for the influence of ACP on GP are given in tabte 21 and 4.22

Table 4.21M odel Summaryb resultsof TCC

Modell R R Adjusted | Std. Errorf Change Statistics Durbin-
Squarg R Squarq of the|R Squard F df1 | df2 | Sig. F| Watson
Estimate [Change |Changs Change
1 .99¢1.998  |.99: .0438: .99t 44.48¢ |3 |6 |.00C 1.63(

a. Predictors: (Constant), CR, ACPLn, SLn
b. Dependent Variable: GPLn
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Table 4.22 Regression Coefficientsaresultsof TCC

Mode! Unstandardize: Standardizet | T Sig. | Collinearity Statistic
Coefficients Coefficients
B Std. Erro | Bete Toleranct | VIF
(Constant -1.077 .39¢€ -2.70z | .03t
ACPLn .056 .068 .023 .823 | .442 |.963 1.039
! SLn 1.03¢ 032 .98¢ 32.20: [.00C |.80Z 1.247
CR .018 .020 .029 941 |.383 |.777 1.287

a. Dependent Variable: GPLn

The following observations are made from table 42d 4.22

The regression model explain 99.3% of variationGOP caused by APP after
controlling the impacts of control variables, tHere the discrepancy is statistically
significant at 5% confidence level (0.000). Thelioekrity is below the required

level. The Durbin-Watson statistics of 1.63, thedelcstrongly fit for analysis

Result indicates that the coefficient of ACPLn @sipive with GPLn (.560) against
expectation of the theory and insignificantiat 0.05% (.442). Further investigation
is needed so as to come out with clear conclusiothis relationship. The coefficient
of SLn and CR shows positive associated with GPLA23 and .012 respectively).
SLn is highly significant aé = 0.05% (.000) but CR not significant @t= 0.05%

(.516). Results indicate that; increases in revemgeratio of CR has positive effects

on profitability of the firm.

4.4.3.3 Theinfluence of CCC on GP of TCC

The third model of this study focus on determirfes éxisting relationship between
CCCLn and GP. To achieve that objective CCCLn, Qlod CR are regressed
together with GP. CCCLn is independent variablen &hd CR are control variables
and GP dependent Variable. SPSS output of the maeimary and regression
coefficients for the influence of CCC on GP areegivn table No 4.23 and 4.24.
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Table 4.23 Model Summaryb result for TCC

Model R R Adjusted | Std. Error Change Statistics Durbin
Squarel R Square[ ofthe [ R Square F |dfi|df2| Sig. F

Estimate| Change | Change| Change [ Watson|

1 .999 .997 .996 .03295 9971 784.332 3| 6 .000 974

a. Predictors: (Constant), CR, CCCLn, SLn
b. Dependent Variable: GPLn

Table 4.24 Regression Coefficientsaresultsof TCC

Model Unstandardized Standardized | T Sig. Collinearity Statistics
Coefficients Coefficients
B Std. Erro | Bete Toleranct | VIF
(Constant) ]-1.411 |.336 -4.201 |.006
CCCLr 114 .047 .054 2.41¢ .052 .85z 1.17¢
! SLn 1.025 .025 974 41.369 |.000 .765 1.308
CR .008 .015 .013 532 .614 765 1.308

a. Dependent Variable: GPLn

The following observations are made from table 488 4.24
The tables shows Adjusted Bf 99.6%, F Change of 784.33 and significance of F
change is 0.000, the Durbin-Watson statistics @7 Q.further more the VIF is within

the limit for all variables selected in the modgte model strongly fit for analysis.

The coefficient of CCCLn is positive with GPLn (4)1and not significant at =

0.05% (.056). The results are not in line with tien of WCM and need further
investigation.SLn and CR indicates positive relationship with G®25 and 0.008)
respectively, SLn shows a strong relationship (s@00) while CR shows a weak
relationship. Generally when firm size and CR iases will positively affect the

profitability of a firm.
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4.4.3.4 Influence of APP on GP of TCC
The fourth model of this study examines the refetiop between APP and GP.
There for APPLn, SLn and CR are regressed to est effects on GP. APPLn is

independent variable; SLn and CR are control véeshnd GP dependent Variable.

SPSS output of the model summary and regressidffiaests for the influence of
CCC on GP are given in table No 4.25 and 4.26.

Table 4.25 M odel Summary resultsof TCC

Model | R R Adjusted | Std. Errorl Change Statistics Durbin-
Square |R Square [of  the|R  Squard F Chang |dfl |df2 |Sig. F| Watson
Estimate [Change Change
1 1.000 |.999 .999 .01594 .999 33.582 |3 6 .000 2.779
a. Predictors: (Constant), CR, APPLn, SLn
b. Dependent Variable: GPLn
Table 4.26 Regression Coefficientsaresultsof TCC
Model Unstandardized Standardized| T Sig. | Collinearity Statistics|
Coefficients Coefficients
B Std. Error | Beta Tolerance |VIF
(Constant) |-.911 134 -6.778 .001
1 SLn 1.06¢ .01z 1.01¢ 85.20: .00C [.70C 1.43(
APPLn -.100 .015 -.075 -6.678 .001 |.788 1.269
CR -.007 .008 -.011 -.905 .400 |.650 1.539

a. Dependent Variable: GPLn

The following observations are made from table 428 4.26
The model shows Adjusted®Bf 99.9%, F Change of 33.58% and significance of F
change is 0.000, the Durbin-Watson statistics @f72., further more the VIF is

within the limit for all variables selected in mddkree. The model strongly fit for

analysis.

60



The coefficient of APPLn is negative with GPLn Q0) against expectation and not
significant até = 0.05% (.001). The results are in line of witkedahy of WCM.
Manager has to delay paying supplies so as taetilind in other profitable project
in short time. The coefficient of SLn is positiveitv GP (1.068) and strongly
significance ati = 0.05% (.000). Indicating that as sales incredisesprofitability
also increases. CR is negatively with GP (-0.0d)iasignificance.

4.4.4 Regression analysesfor TBL
Regression analysis is been carried to examingeifet is significant relationship
between ACP, APP, INVTID and CCC and GOP of TBLclEadependent variable

is regressed together with two control variablegetdfy its effect on GP.

4.4.4.1 Theinfluence of INVTID on GP of TBL

The first model of this study examines the reladtdp between INVTID and GP.
INVTIDLN, SLn and CR are regressed to test thefeat on GP. INVTIDLnN is
included as independent variable, SLn and CR asaorariables and GP dependent
Variable. The SPSS output of the model summaryrageession coefficients for the
influence of INVTID on GP are given in table No 4.2nd 4.28.

Table 4.27 Model Summaryb results of TBL

Model | R R Adjust | Std. Erronf Change Statistics Durbin-
Square [ed R]of the| R Squard F dfl | df2 | SigF Watson
Square Estimate | Change | Change Change
.987
1 a .973 .960 .09973 973 73.149 |3 6 .000 2.738

a. Predictors: (Constant), CR, INVTIDLnN, SLn
b. Dependent Variable: GPLn
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Table 4.28 Regression Coefficientsa results of TBL

Model Unstandardized Standardized T Sig. | Collinearity Statistics
Coefficients Coefficients
B Std. Erro | Bete Toleranc |VIF
(Constant) | -1.686 1.518 -1.111 {.309
INVTIDLn J-.33C .39z -.15¢€ -.84z 43z 1.13C 7.707%
! SLn 1.178 .238 1.059 4.947 |(.003 |.097 10.323
CR .138 131 .102 1.059 (.330 |.478 2.094

a. Dependent Variable: GPLn

The following observation is made from table No74ahd 4.28
The Adjusted Ris 0.960, F Change is 73.15 and the significancé &hange is
(0.00) indicating that the model fit for analys@n the other hand Durbin-Watson

statistics and VIF are within the range.

The coefficient of INVTIDLn is negative with GPLRr.830) as expected but not
significant ata = 0.05% (.432). When inventories turnover in ddgsreases profit
increases and vice versalLn and CR are positively associated with GP (1.47@&
0.113) though highly significance to SLn but insfgant to CR. Result are in line
with WCM concepts. The increase in SLn and CR affgofitability of a firm

positively.

4.4.4.2 Theinfluence of ACP on GP of TBL

The influence of ACP on GP can be examined by apglthe second regression
equation of this study, which includes; ACPLn adependent variable, SLn and CR
as control variables and GP dependent Variable.

SPSS output of the model summary and regressiaificGgents for the influence of
ACP on GP are given in table No 4.29 and 4.30.
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Table 4.29 Model Summaryb results of TBL

Mode | R R Adjusted| Std. Error| Change Statistit Durbin-

I Square| R Squardg of the| R Squarqd F df1 |df2 | Sig. F|Watson
Estimate | Change |Change Change

1 .98€ |.97¢ 962 .0956¢ 97¢€ 79.69¢ |3 |6 .00C 2.97¢

a. Predictors: (Constant), ACPL, CR, SLn
b. Dependent Variable: GPLn

Table 4.30 Regression Coefficientsa results of TBL

Model Unstandardize: Standardizel | T Sig. Collinearity Statistic
Coefficients Coefficients
B Std. Error | Beta Tolerancg VIF
(Constant -.68¢& |1.09¢ -.627 |.554
SLn .963 .093 .866 10.409(.000 |.590 1.695
! CR .194 .10€ 145 1.79¢ |.12¢ .64z 1.55¢
ACPLn .10z .08¢ .07¢ 1.13% |.29¢ .87¢ 1.13¢

a. Dependent Variable: GPLn

The following observations are made from table 488 4.30.

The tables shows Adjusted Bf 96.3%, F Change of 79.70% and significance of F
change is 0.000, the Durbin-Watson statistics 87 2whereby VIF is within the

limit for all variables selected in the model. Thedel fit for analysis

The coefficient of ACPLn is positive with GPLn (2)0against expectation of the
theory and not significant @ = 0.05% (.299). The coefficient of SLnh and CR is
positive with GPLn (1.086 and .146) respectivelynS& highly significant aty =
0.05% (.001) but CR not significant@t 0.05% (.332).

4.4.4.3 Theinfluence of CCC on GP of TBL
The third model of this study examines the relaiop between CCCLn and GP.
CCCLn, SLn and CR are regressed to measure th&iemctes on GP. CCCLn is

included as independent variable, SLn and CR asalorariables and GP dependent
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Variable. SPSS output of the model summary andessgon coefficients for the
influence of CCC on GP are given in table No 4.6d 4.32.

Table 4.31 Model Summaryb results of TBL

Model | R R Adjusted| Std. Errorf Change Statistit Durbip-
Squarg R of the| R Squard F Change| df1 |df2 [Sig. F| Watson
Square |Estimate |Change Change
1 98¢ [.97z |.95¢ .1021( 972 69.70¢ 3 |6 [.00C 2.99¢

a. Predictors: (Constant), CR, CCCLn, SLn
b. Dependent Variable: GPLn

Table 4.32 Regression Coefficientsa results of TBL

Model Unstandardize: Standardize« | T Sig. Collinearity Statistic
Coefficients Coefficients
B Std. Erro | Bete Toleranct | VIF
(Constant) |-1.672 1.756 -.952 |.378
CCCLn -.076 121 -.081 -.633 |.550 |.285 3.510
SLn 1.08¢ A7E 7€ 6.221 |[.001 |[.18¢ 5.29¢
CR .146 .138 .108 1.054 |.332 |.447 2.238

a. Dependent Variable: Gin

The following observation is made from table 4.8 4.32

The Adjusted Ris 9.58%, F Change is 69.70% and the significaride Ghange is
(0.00) indicating that the model fit for analysBn the other hand Durbin-Watson
statistics and VIF are within the range. Resultdate that, the coefficient of CCCLn
is negative with GPLn (-.076) as expected but mgriiBcant ata = 0.05% (.550).
Decreases in CCC increases profitability of thenfiRegression result shows the
strong positive relationship between SLn and GB8@). highly significance at =
0.05% (.001).
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4.4.4.4 | nfluence of APP on GP of TBL

The fourth model of this study examines the refatiop between APP and GP. So
far APPLn, SLn and CR are regressed to measureiffikiences on GP. APPLn is
independent variable; SLn and CR are control véeshnd GP dependent Variable.
SPSS output of the model summary and regressidffiaests for the influence of
CCC on GP are given in table No 4.33 and 4.34.

Table 4.33 Model Summaryb result of TBL

Model| R R Adjusted| Std. Error| Change Statistit Durbin-
Squarg R of  thelR SquarqF df1 [df2|Sig.  F|Watson
Square | Estimate Change | Changd Change
1 .987|.974 .961 .0981: .974 75.62¢ |13 |6 |.00C 2.96¢

a. Predictors: (Constant), CR, APPLn, SLn
b. Dependent Variable: GPLn

Table 4.34 Regression Coefficientsa results of TBL

Model Unstandardized Standardizeq T Sig. | Collinearity Statistics
Coefficients Coefficients
B Std. Erro Bete Toleranct | VIF
(Constant) | -1.613 | 1.377 -1.172 .286
APPLr .07C .07z .074 .964 372 |.73¢ 1.35¢
! SLn 1.040 |.103 .935 10.084 |.000|(.500 2.001
CR 137 126 101 1.093 .316].501 1.998

a. Dependent Variable: GPLn

The following observations are made from table 488 4.34
Adjusted R of 96.1%, F Change of 75.63 and significance oh&nge is 0.000, the
Durbin-Watson statistics of 2.96; furthermore th& \is within the limit for all

variables selected in the model. The model fitsfoalysis.

The coefficient of APPLn is positive with GPLn (@7as expected but insignificant
at ¢ = 0.05% Pvalue (.372), “delay to pay creditors improves company’'s
profitability. The coefficient of SLn and CR reveal positive relaship with GP
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(1.040 and .137) respectively, and highly significan SLn but insignificant on CR.
We can handle this by saying that any changes om &id CR will affects

profitability of a firm in the same way.

4.4.5 Regression analysesfor TOLGAS
Regression analysis is been carried to examin&eifet is significant relationship
between ACP, APP, INVTID and CCC and GOP of TBLclEandependent variable

is regressed together with two control variablegewfy its effect on GP.

4.45.1 Thereationship between INVTID and GP of TOLGAS

To examine the relationship between INVTID and @Bearcher applied the first
regression equation of this study. The equatiorsistg of INVTIDLN, SLn, CR and

GP. INVTIDLn is independent variable, SLn and CRcastrol variables and GP
dependent Variable. The SPSS output of the modeinmgary and regression
coefficients for the influence of INVTID on GP ag@ven in table No 4.35 and 4.36.

Table 4.35 M odel Summaryb results of TOLGAS

Model | R R Adjusted [ Std. Errorf Change Statistic Durbin-
Square | R Square | of the| R [S dfl [df2 |Sig. F[Watson
Estimate |Square |Change Change
Change
1 787 |.619 428 1.54230 |.619 3.244 3 6 .102 1.367

a. Predictors: (Constant), INVTIDLn, CR, SLn
b. Dependent Variable: GPLn
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Table 4.36 Regression Coefficientsa results of TOLGAS

Model Unstandardize Standardizer |T Sig. Collinearty Statistic:
Coefficients Coefficients
B Std. Error | Beta Tolerance| VIF
(Constant -28.31( [ 15.45( -1.832 |.117
‘SLn 3.842 2.092 .823 1.836 |.116 |.317 3.157
‘CR 4.307 1.82( .69C 2.367 |.05€ |.74¢ 1.33¢
INVTIDLN -.592 1.351 -.18¢ -43¢ |.67¢€ 34z 2.91%

a. Dependent Variable: GPLn

The following observation is made from table 4.88 4.36

The regression model explain 42.8% of variatioiGP is caused by INVTID after
controlling the impacts of control variables, tHere the variation is significant at
5% confidence level (0.102). These statistics iatdicthat, the model is weak.

Although VIF and Durbin-Watson statistics are witthe range.

The coefficient of INVTIDLn is negative correlatedth GPLn (-562) as expected
but not significant af = 0.05% (.676). SLn and CR shows positive relatdm with
GP (3.84 and 4.31) again they are relationship G#hare insignificant.

4.4.5.2 Theinfluence of ACP on GP of TOLGAS

The second model of this study examines the reighip between ACP and GP.
ACPLn, SLn and CR are regressed to test theirenites on GP. ACPLn is included
in the model as independent variable, SLn and CRoasrol variables and GP
dependent Variable. The SPSS output of the modeinmgary and regression
coefficients for the influence of ACP on GP areggivn table No 4.37 and 4.38.
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Table 4.37 Model Summaryb results of TOLGAS

Model ] R R Adjuste | Std. Errorl Change Statistics Durbin-
Squar d Rjof  the[R squardF dfl |df2 |Sig. F|Watson
e Square |Estimate |Change |Change Change
1 .827|.676 |.515 1.42061 |.676 4181 (3 |6 .064 1.499
a. Predictors: (Constant), CR, ACPLn, SLn
a. Dependent Variable: GPLn
Table 4.38 Regression Coefficientsaresultsof TOLGAS
Model Unstandardize: Standardizer | T Sig. Collinearity
Coefficients Coefficients Statistics
B Std. Erro | Bete Toleranct | VIF
(Constant) | -12.425 |14.350 -.866 420
ACPLNn -3.020 2.650 -.275 -1.139 .298 .926 1.080
! SLn 3.16¢ 1.132 .67¢ 2.791% .031 91¢ 1.08¢
CR 4.446 1.570 712 2.832 .030 .854 1.171

a. Dependent Variable: GPLn

The following observation is made from table 4.8d 4.38

Adjusted Ris 51.5%, F change is 4.18 and significant of Fngeaats = 0.05% P
value (.064). The model is relatively weak though i® above 50% but its

significance is above confidence interval of 5%F\4nd Durbin-Watson statistics

are within the limit.

The coefficient of ACPLn is negative with GPLn (@30) as expected, but
insignificant até = 0.05% Pvalue (.298).The coefficient of SLn and CR is positive
with GPLn (3.165 and 4.446 respectively) SLn isigigant ata = 0.05% (.031) ant

CR is significant aé. = 0.05% (.030).

4.45.3 Theinfluence of CCC on GP of TOLGAS

The third model of this study examines the relatiop between CCCLn and GP. So
far CCCLn, SLn and CR are regressed to test tlfigicts on GP. CCCLn is included
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as independent variable, SLn and CR as controlabs and GP dependent
Variable. SPSS output of the model summary andessgwn coefficients for the
influence of CCC on GP are given in table No 4.88 4.40.

Table 4.39 Model Summaryb results of TOLGAS

Model] R R Adjusted| Std. Change Statistics Durbin-
Squarg R Error of| R Squard F dfl | df2 | Sig. F|Watson
Square |the Change |Change Changs
Estimate
1 .85¢.73¢ | .607 1.2782 |.73¢ 5,632 (3 |6 |.03% 1.54¢

a. Predictors: (Constant), CCCLn, CR, SLn
b. Dependent Variable: GPLn
Table 4.40 Regression Coefficientsa resultsof TOLGAS

Model Unstandardize: Standardize( | T Sig. | Collinearity Statistic
Coefficients Coefficients
B Std Error Bete Toleranct | VIF
(Constant | -36.89¢ | 12.06¢ -3.05¢ .02z
SLn 5.359 |1.652 1.147 3.244 |[.018 |.349 2.864
! CR 5.36t | 1.58Z .85¢ 3.391 |.01t |.681 1.46¢
CCCLn -1.985 |1.144 -.596 -1.736 |.133 |.371 2.698

a. Dependent Variable: GPLn

The following observation is made from table 4.88 4.40
Adjusted Ris 60.7%, F change is 5.63 and model is signifiarata = 0.05% P
value (.035). VIF and Durbin-Watson statistics aithin the limit. Hence models fit

for analysis.

Statistically indicate that; the coefficient of COCis negative with GPLn (-1.985)

though not significant at = 0.05% (.133). The relevance is; shortening ofCCC
increase profitability of a firm.SLn and CR indicates significance positive
relationship with GP (5.36 and 5.37) respectivetganing that any increase in CR
or Sales will increase profitability of a firm.
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4.4.5.4 | nfluence of APP on GP of TOLGAS

The fourth model of this study examines the refatiop between APP and GP. So
far APPLn, SLn and CR are regressed to test tffigicts on GP. APPLn is included
as independent variable, SLn and CR as controlabs and GP dependent
Variable. SPSS output of the model summary andessgon coefficients for the
influence of CCC on GP are given in table No 4.4d 4.42.

Table 4.41 Model Summaryb results of TOLGAS

Model] R R Adjusted| Std. Errorf Change Statistics Durbin-
Squarg R of  the|R Squard F dfl [df2 |Sig. F|[Watson
Square |Estimate [Change |Changg Change
1 .820°(.673 |.509 1.42886 |.673 4,110 |3 6 .067 1.502

a. Predictors: (Constant), CR, APPLn, SLn
b. Dependent Variable: GPLn

Table4.42 Regression Coefficientsaresults of TOLGAS

Model Unstandardized Standardizeq T Sig. Collinearity Statistics
Coefficients Coefficients
B Std. Error| Beta Tolerance | VIF
(Congant, -34.40¢ | 14.28¢ -2.40¢ | .05¢
APPLn 2.338 |2.121 .267 1.102 |[.313 |.930 1.076
! SLn 3.255 |1.145 .697 2.841 |.030 |.907 1.102
CR 4.41F 1.57¢ 707 2.80¢ .031 .85¢ 1.16¢

a. Dependent Variable: GPLn

The following observation for TOLGAS is made froable 4.41 and 4.42

The Durbin- Watson statistics range from 0 to 4 #tmedmodel shows a statistics of
1.502, Adjusted Rof 0.509, F change 4.110 and significance of F ghasf 0.067.
Significantly the model is relatively weak even digh R is above 50%. Durbin-

Watson and VIF are within the limit.
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The coefficient of APPLn is positively related wiBPLn (2.338) as expected but not
significant até = 0.05% P value (.313%Ln and CR shows positive relationship with
GP (3.255 and 4.415) respectively both are higigpniScance, meaning that any

negative change of these variable will adversdigcas profitability of the firm.

4.4.6 Regression analysesfor TATEPA
Regression analysis is been carried to examingeifet is significant relationship
between ACP, APP, INVTID and CCC and GOP of TATERach independent

variable is regressed together with two controlaldes to verify its effect on GP.

4.4.6.1 Theinfluence of INVTID on GP of TATEPA

The first model of this study examines the reladtdp between INVTID and GP.
INVTIDLNn, SLn and CR are regressed to test thefeat on GP. INVTIDLnN is
included as independent variable, SLn and CR asalorariables and GP dependent
Variable. The SPSS output of the model summaryrageession coefficients for the
influence of INVTID on GP are given in table No 3.dnd 4.44.

Table 4.43 Model Summaryb results of TATEPA

Model R R Adjuste | Std. Error off Change Statistics Durbin-
Square | d R|the Estimate R squard F dft [df2 [sig. F|Watson
Square Change |Change Change
.750
1 a .563 344 .50061 .563 2.572 3 6 .150 1.483

a. Predictors: (Constant), INVTIDLN, CR, SLn
b. Dependent Variable: GPLn

71



Table 4.44 Regression Coefficientsa resultsof TATEPA

Model Unstandardized Standardized T Sig. Collinearity Statistics
Coefficients Coefficients
B Std. Erro Bete Toleranct VIF
(Constant) |-7.910 [9.766 -.810 449
CR .251 .62t A7E 40z .70z .384 2.60¢
SLn 1.596 .787 .958 2.028 .089 .326 3.063
INVTIDLN .189 .684 122 .276 792 376 2.661

a. Dependent Variable: GPLn

The following observation is made from table 4.48 4.44

The adjusted Rshows 34.4% of the ability to explain dependentaide of the
study, F Change is 2.57% and its significance B Bhatistically they indicate that
the model is weak in explain the relationship ofiatales used in the study. On the
other hand VIF and Durbin-Watson statistics arehmitthe limits, there is no
autocorrelation and collinearly of variables, bgsim these statistics we go further
and making judgement of the result.

The coefficient of INVTIDLn is positive correlatedith GPLn (.189) away from
expectation and insignificant @ = 0.05% (.792). Again SLn and CR indicate
positive relationship with GP (1.596 and 0.251peadively, but it has no statistical
significant on profitability.

4.4.6.2 Theinfluence of ACP on GP of TATEPA

The second model of this study examines the reislip between ACP and GP. To
achieve the purpose, ACPLn, SLn and CR are regiasstest their effects on GP.
ACPLn is considered as independent variable, SIch@R as control variables and
GP dependent Variable. SPSS output of the modelmsugn and regression

coefficients for the influence of ACP on GP areegivn table No 4.45 and 4.46.
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Table 4.45 Model Summaryb results of TATEPA

Mode | R R Adjusted| Std. Change Statistics Durbin-
I Squar |R Error of| R E df |df2]Sig. E| Watson
€ Square |the Square | Changd 1 Change

Estimate Change

1 .8371.693 [.539 41966 |.693 4506 |3 |6 |.056 1.737

a. Predictors: (Constant), ACPLn, CR, SLn
b. Dependent Variable: GPLn

Table 4.46 Regression Coefficientsa results of TATEPA

Model Unstandardized Standardized| T Sig. Collinearity
Coefficients Coefficients Statistics
B Std. Erro | Bete Toleranct | VIF
(Constant) | -11.059(6.721 -1.645 151
CR .52¢ .514 .36¢ 1.01¢ .34¢ .39¢ 2.50¢
! SLn 1.904 |.630 1.143 3.023 .023 .358 2.792
ACPLNn .270 .166 404 1.627 155 .830 1.205

a. Dependent Variable: GPLn

The following observation were made from table 448 4.46

The adjusted Rshows 53.6% of the ability independent variable explain

dependent variable of the study, F Change is 4nllita significance ig = 0.05%P
value (.056). On the other hand VIF and Durbin-Watsaatistics are within the
limits, there is no autocorrelation and collineasfyariables.

The coefficient of ACPLn is positively related wiPLn (.270) against expectation
and not significant ak = 0.05% PValue (.155). The coefficient of SLn and CR is
positively related with GPLn (1.498 and .303 respety) SLn is significant at. =

0.05% (.096) ant CR is significant & = 0.05% (.498). Results indicate that;

increases in revenue and ratio of CR, profitabiityhe firm increases.
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4.4.6.3 Thereationship between CCC and GP of TATEPA

To expose the relationship between CCCLn and GPtiing model is exercised.
CCCLn, SLn, CR and GP are included in the equatMnereby CCCLn is

independent variable; SLn and CR are control véeshnd GP dependent Variable.
The SPSS output of the model summary and regresekificients for the influence

of CCC on GP are given in table No 4.47 and 4.48.

Table 4.47 Model Summaryb results of TATEPA

Model | R R Adjusted| Std. Errorf Change Statistics Durbin-
Square| R Squardg of the|R Squard F dfl |df2 [Sig. F|Watson
Estimate | Change |Change Change
1 .746 | .557 .336 .50376 557 2515 |3 6 155 1.476

a. Predictors: (Constant), CCCLn, CR, SLn
b. Dependent Variable: GPLn

Table 4.48 Regression Coefficientsa results of TATEPA

Model Unstandardized Standardized T Sig. | Collinearity
Coefficients Coefficients Statistics
B Std. Error | Beta Tolerance |VIF
(Constant) |-6.201 |8.879 -.698 511
CR .3C3 .60¢ 211 49¢ .63€ |.411 2.43¢
! SLn 1.498 |.760 .899 1.970 .096 |.354 2.823
CCCLr .01z 51C .01cC .02t .981 |.521 1.92(

a. Dependent Variable: GPLn

The following observation is made from table 4.4d 4.48

The adjusted Rshows 33.6% the ability independent variable tplar dependent
variable of the study, F Change is 2.515 and gsiicance atd = 0.05% Pvalue
(.155) statistically they indicate that the modeiveak.. On the other hand VIF and
Durbin-Watson statistics are within the limits, rheis no autocorrelation and

collinearly of variables.
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The coefficient of CCCLn is positive related withPGn (.013) but insignificant ai
= 0.05% (.981). Shortening of CCC increase proilitsgtof a firm and vice versa.

4.4.6.4 Theinfluence of APP on GP of TATEPA

The third model of this study examines the relaiop between APP and GP.
APPLn, SLn and CR are regressed to test their tsfime GP. APPLn is included as
independent variable, SLn and CR as control vaggabhd GP dependent Variable.
SPSS output of the model summary and regressidfiaierts for the influence of
APP on GP are given in table No 4.49 and 4.50.

Table 4.49 Model Summaryb resultsof TATEPA

Model |R R Adjusted| Std. Change Statistics Durbin-
Squarg R Error of| R Squard F dfl [df2 |Sig. F|[Watson
Square |the Change |Change Change
Estimate
1 .854 |.730 |.594 .39364 |.730 5.395 (3 |6 .039 2.092

a. Predictors: (Constant), APPLn, SLn, CR
b. Dependent Variable: GPLn

Table 4.50 Regression Coefficientsaresultsof TATEPA

Model Unstandardized Standardized T Sig. Collinearity
Coefficients Coefficients Statistics
B Std. Erro | Bete Toleranct | VIF
(Constant) |-9.005 5.807 -1.551 |[.172
CR 122 475 .085 .256 .806 411 2.432
! SLn 1.67¢ 54¢ 1.00¢ 3.05: |.02z Al 2.407
APPLn 412 .210 A72 1.956 |.098 774 1.293

a. Dependent Variable: GPLn

75



The following observation is made from table 4.48 4.50

The result indicates F Change is 5.63 and Sigmieaof F Change is at= 0.05% P
value (.039) Adjusted Rstatistically influence dependent variable at 6Q.8%far
VIF and Durbin-Watson statistics are within theitillence models fit for analysis

The coefficient of APPLn is positive associatedhw@PLn (.412) as expected but
insignificant ata = 0.05% Pvalue (.098). the meaningfully of these result is
TATEPA delay in paying supplies so as to utilizadun other short time profitable
projects. The delay increase profitability of themf CR indicate positive
relationship with GP as expected though not sigaifce aty = 0.05% (.81). Even
though its coefficient is positive; has no stat@tisignificance on profitability. SLn
indicated positive relationship with GP (1.67) dndhly significance at. = 0.05%
(.022). The relationship has statistical significan profitability of a firm. Thus the
increase in firm size will positively affects itsgfitability.

4.4.7 Regression analysisfor INDUSTRY

Four Regression equations are run to explore tlkaiaeship between INVTID,
ACP, CCC and APP and GP. Each equation includesralependent variable, two
control variables (SLn and CR) and profitability aseares (GP)

4.4.7.1 Theinfluence of INVTID on GP of INDUSTRY

The first model of this study examines the relatlup between INVTID and GP.
The INVTIDLNn, SLn, CR and GP are regressed. Inntfeasurement tool INVTIDLn
is included as independent variable, SLn and CRcadrol variables and GP
dependent Variable. The SPSS output of the modeinmgary and regression
coefficients for the influence of INVTID on GP ag&ven in table No 4.51 and 4.52.
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Table 4.51 Model Summaryb results of INDUSTRY

Model | R R Adjusted | Std. Error] Change Statisti Durbip-
Square | R Square| of the| R E dfl | df2 [ Sig. F|Watson
Estimate [ Square |Change Change]
Change
1 .940 |.884 .877 .73643 |.884 139.187(3 |55 |.000 1.384

a. Predictors: (Constant), INVTIDLn, SLn, CR
b. Dependent Variable: GPLn

Table4.52 Regression Coefficientsaresultsof INDUSTRY

Model Unstandardized Standardized | T Sig. Collinearity Statistics
Coefficients Coefficients
B Std. Erro | Bete Toleranct | VIF
(Constant) -4.865 .836 -5.819|.000
CR .058 .100 .030 577 .566 773 1.294
! SLn 1.14¢ .07C .854 16.43¢|.00C .784 1.27¢
INVTIDLN 451 174 .145 2.590 |.012 671 1.490

a. Dependent Variable: GPLn

The following observation is made from table 4.5 4.52

The adjusted Rshows 87.7% the ability of independent variableseiglain
dependent variable, F Change is 139.19 and itsfisimce is 0.000 statistically they
indicate that the model is good to be used foryaml VIF and Durbin-Watson
statistics are within the limits where by autoctatien and collinearly of variables is

tolerable.

The coefficient of INVTIDLn shows positive relatisiip with GPLn (.451) beyond

expectation and is significant @&t= 0.05% (.012).The coefficient of SLn and CR is
positive association with GPLn (1.148 and .058 eefipely) SLn is significant ai

= 0.05% (.000) ant CR is not significant @t= 0.05% (.566). The increases in
revenue and ratio of CR result to the increaserofitpbility of the firm and vice

versa.
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4.4.7.2 Thereationship between ACP and GP of INDUSTRY

To meet the objective of examines the relationbleippveen ACP and GP, the second
regression model of this study is applied. Variadfl¢he equation are ACPLn, SLn,
CR and GP. ACPLn being independent variable, SLsh @R are control variable
and GP dependent variable. The SPSS output of daeinsummary and regression

coefficients for the influence of ACP on GP areegivn table No 4.53 and 4.54.

Table 4.53 Model Summaryb results of INDUSTRY

Mode | R R Adjusted [ Std. Erronf Change Statistics Durbin-

I Square | R Square| of the|R Squard F df1 [df2 |Sig. F| Watson
Estimate |Change |Change Change

1 .933 |.871 .864 77489 871 123.937]3 55 |.000 1.222

a. Predictors: (Constant), ACPLn, CR, SLn
b. Dependent Variable: GPLn

Table 4.54 Regression Coefficientsa results of INDUSTRY

Model Unstandardized Standardized | T Sig. Collinearity Statistics
Coefficients Coefficients
B Std. Error | Beta Tolerance | VIF
(Constant) |-2.746 [1.319 -2.082 |.042
CR 146 .099 .076 1.484 .143 .889 1.125
. SLn 1.169 .087 .870 13.373 |.000 .554 1.805
ACPLn -.144 .16€ -.05¢€ -.85¢€ .39¢€ .54¢ 1.82:

a. Dependent Variable: GPLn

The following observation is made from table 4.58 4.54

The adjusted Rshows 86.4% the ability of independent variablesetglain
dependent variable, F Change is 123.94 and itdfisigmnce is 0.000 statistically
indicate that the model is good to be used foryamal On the other hand VIF and
Durbin-Watson statistics are within the limits, lhés tolerable autocorrelation and
collinearly of variables.
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Coefficient of ACPLn indicates negative relationshiith GPLn (-144) although not
significant ata = 0.05% (.396), as expected Availability of cashhim the firm
depends on the magnitude of collectiddLn and CR indicates positive relationship
with GP (1.169 and .146) respectively. Sales coleffit is statistically significance;
any changes in volume of a firm probably will cawdenges in its profitability.

Apart from this, CR is not statistical significance

4.4.7.3 Theinfluence of CCC on GP of INDUSTRY

The third model of this study examines the relatiop between CCCLn and GP.
CCCLn, SLn and CR are regressed to test theirenftes on GP. CCCLn is included
as independent variable, SLh and CR as controlabkes and GP dependent
Variable. SPSS output of the model summary andessgwn coefficients for the
influence of CCC on GP are given in table No 4.68 4.56.

Table 4.55 M odel Summaryb results of INDUSTRY

Mode | R R Adjusted [ Std. Errorf Change Statistit Durbin-

I Square| R Square | of the| R Squard F df [df2 | Sig. F|Watson
Estimate | Change [Change|1 Change

1 .936' |.876 [.869 76142 .876 129.017[3 |55 |.000 1.278

a. Predictors: (Constant), CCCLn, SLn, CR
b. Dependent Variable: GPLn

Table 4.56 Regression Coefficientsaresults of INDUSTRY

Model Unstandardized | Standardized T Sig. Collinearity Statistics
Coefficients Coefficients
B Std. Erro | Bete Toleranct | VIF
(Constant) |-4.648 |.931 -4.993.000
CR .09¢ .10z .051 954 [.344 [.791 1.26¢
! SLn 1.19: |.06¢ .887 17.45¢|.00C .87t 1.14:
CCCLn .289 475 .088 1.650 |.105 |.788 1.269

b. Dependent Variable: GPLn
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The following observation is made from table 4.58 4.56

The adjusted Rshows 86.9% the ability of independent variablesetglain
dependent variable, F Change is 129.02 and itsfis@nce is 0.000 statistically they
indicate that the model fit for analysis. VIF andrbBin-Watson statistics are within

the limits, there is tolerable autocorrelation antlinearly of variables.

The coefficient of CCCLn is positive related witlPth (.298) but insignificant ai

= 0.05% (.105). The SLn shows positive relationshith GP (1.193) and highly
significant ataé = 0.05% Pvalue(.000). The CR shows positive relationship with GP
(.098) but insignificant at = 0.05% Pvalue(.344).

4.4.7.4 Thereationship between APP and GP of INDUSTRY

In attempting to examine the relationship betwedPPAand GP the researcher
applied the fourth model of this study. Variabléshe model are APP, SLn, CR and
GP. APP is a predictor variable, SLh and CR conteoiables and GP predicted

variable. The SPSS output of the model summaryrageession coefficients for the

influence of APP on GP are given in table No 4.6d@ 4.58.

Table 4.57 Model Summaryb of INDUSTRY

Model| R R Adjusted| Std. Change Statistit Durbir-
Squarg R Error of| R Squard F dfl |df2 [Sig. F|Watson
Square |the Change |Change Change]
Estimate
1 .933'|.871 |.863 77671 |.871 123.271(3 55 [.000 1.169

a. Predictors: (Constant), APPLn, CR, SLn
b. Dependent Variable: GPLn
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Table 4.58 Regression Coefficientsa results of INDUSTRY

Model Unstandardized Standardized | T Sig. Collinearity Statistics
Coefficients Coefficients
B Std. Erro | Bete Toleranct | VIF
(Constant) |-4.297 1.159 -3.707 |.000
CR 151 .09¢ .07¢ 1.53¢ |[.12¢ |.89¢ 1.11¢
! SLn 1.234 .073 .918 16.899 |.000 .798 1.253
APPLn 127 .185 .036 .687 495 .874 1.144

a. Dependent Variable: GPLn

The following observation is made from table 4.58 4.52 of regression result from
third model.

The adjusted Rshows 86.3% the ability of independent variablesetglain
dependent variable, F Change is 123.27 and itsfisgnce is ati = 0.05% Pvalue
(.000) statistically they indicate that the modegood to be used in the analysis. On
the other hand VIF and Durbin-Watson statistics waithin the limits, there is no

autocorrelation and collinearly of variables.

There is positive relationship between APPLn and.iGR.127) as expected but
insignificant até = 0.05% PValue (.496). SLn is positively related with GP and
highly significant to SLn = 0.05% (.000), any change in sales whether pesdr
negative will affect profitability on the same mitgde. CR indicated positive
relationship with GP (.151) though insignificantG@& & = 0.05% (.129).

81



Table 4.59: Summary of regression coefficient analysisfor companies

Variables APPLn ACPLn INVTIDLn CCCLn SLn CR
SIMBA COEF 0.265 -0.306 0.434 -0.08¢9 0.959 0.048
SIG 0.00z 0.271 0.20¢ 0.851 0.00z 0.63¢
TWIGA COEF -0.05( -0.081 -0.08¢ -0.121 0.91¢ 0.02¢
SIG 0.537 0.216 0.567 0.456 0.00p 0.507
TCC COEF -0.100 0.056 0.105 0.114 1.023 0.012
SIG 0.001 0.44: 0.15: 0.05: 0.00C 0.51¢
TBL COEF 0.07(¢ 0.10z2 -0.3¢ -0.07¢ 1.08¢ 0.14¢
SIG 0.372 0.299 0.432 0.550 0.001 0.332
TOL GAS COEF 2.338 -3.020 -0.592 -1.985% 3.165 4.446
SIG 0.31: 0.29¢ 0.67¢ 0.13¢ 0.031 0.03(
TATEPA COEF 0.41z 0.27( 0.18¢ 0.01: 1.49¢ 0.30¢
SIG 0.098 0.155 0.792 0.981 0.096 0.636
INDUSTRY COEF 0.127 -0.144 0.451 0.289 1.148 0.058
SIG 0.49¢ 0.39¢ 0.012 0.10¢ 0.00c¢ 0.56¢

Sour ce; tables of regression coefficient
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CHAPTER FIVE: DICUSSION OF THE FINDINGS

5.1 Introduction

This chapter deals with discussion of the findingsyers discussion of the
correlation analysis regression analysis. Discussitbocus on comparability of
companies selected for study and general perforemahmanufacturing firms listed
on DSE Tanzania named as INDUSTERY.

5.2 Discussion of the Correlation analysis

The first objective seeks to know the relationshgiween INVTID and GP, after
application of statistical tools we observed théofeing;

The correlation matrix indicates negative relattopsetween INVTD and GP only
for TWIGA, TOLGAS and TATEPA, though not significerhence result accepted
first alternative hypothesis. The implication oéttesult is; the decrease in inventory
turnover in days will positively affects profitaityl of the firm thus Managers can
create the value of shareholders by shorteningaierage number of days in
inventory turnover. (Ebenezer & Asiedu, 2013) fouregjative relationship between
inventory days and dependent variable (GP). Thidystonforms to other researcher
who found negative relationship between INVTID &B although not significant.
The correlation matrix of SIMBA, TCCL, TOLGAS an8iDUSTRY’s INVTID is
positively propositional to GP, hence accepted fin& null hypothesis which
hypothesizes that; there is positive relationst@pMeen inventory turnover in days
and profitability. However these findings are imdi with studies conducted by
(Naimulbari, 2012) and (Mathuva 2010) they foundipee relationship between
INVTID and GP. These results are against with eimglirviews of working capital
management, the longer inventor turnover in dayesely affect profit. Effective

measures are to be takes so as to shorten invaatagver days.

Again, the second objective is to explore the refeship between ACP and GP after
controlling data properly we found that; there egative correlation between ACP
and GP of SIMBA, TCCL, TOLGAS and INDUSTY but onltyghly significant to

INDUSTRY. These results makes economic sense, $irecehorter days a firm uses
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in collecting cash the higher level of working dapievels it reserves and uses in
order to increase profitability. (Lazaridis 2006) his study of the relationship
between working capital management and profitgbtit listed companies in the
Ahens stock exchange, He found the same resultcandluded “that that the net
operating profit is negatively correlated with thariables of number of days
accounts receivables, These results are consistnthe view that the shorter the
period between credit sales and cash collectiomsatiger firm's profitability”. Based
on the result we conclude that INDUSTRY performaisasomparatively effective in
ACP. Moreover correlation matrix of TWIGA, TBL aitATEPA indicates positive
relationship between ACP and GP; economically tedngs not make sense. Hence

rejected second alternative hypothesis and accepiétlypothesis.

The third objective of this study is to explore tredationship between APP and
profitability (GP). After running data on SPSS hoe out with the following result.

A researcher find that the positive correlationwssn APP and GP of SIMBA,
TCCL, TOL GAS and TATEPA these finding rejected fibunull hypotheses and
accepted the alternative hypothesis, that theposstive relationship between APP
and GP, result energizes that, firm with longerrpagt period their get more profit
compared to firm with shorter payment period, timelihgs in line with (Michalski
2012) found that there was a positive correlatietwieen average payment period
and profitability meaning that profitable firms dgé their payables, though SIMBA
is the only company with significant correlationéat 0.05% (p value .034). On the
other side TWIGA, TBL and INDUSTRY results acceptbitd null hypothesis and
rejected the alternative hypothesis. That is tliemo positive relationship between
APP and profitability, where by INDUSTRY result indtes high significant
relationship aty = 0.05% (p value .0.19) the same result was fodigeReheman &
Nasr (2007) the negative relationship between a@eerpayment period and
profitability indicates that less profitable firmgit longer to pay their bills. Result
of this study shows that the listed manufacturimnpanies on DSE are less
profitable as APP in negatively related with pratiility variable. This needs further
investigation to understand the inconsistence efvdriables.
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The study revealed that the correlation matrix @CCfor SIMBA, TWIGA, TBL,
TOLGAS and INDUSTRY is positive related with GPsuéis indicates that there is
miss management of components of CCC which areuatcpayables, account
receivable and inventory turnover. Empirical revielaborates that the shortening of
average collection period and inventory turnoveysdeeduces the cycle. The result
shows that lengthening of CCC ultimately reducesfifability of firms. TATEPA’
CCC indicates negative relationship with GP, simitsult was found by Mohamad
& Saad, (2010). On their study on working capitainagement: The effect of market
valuation and profitability in Malaysia where asewing negative significant
coefficient of CCC with ROA.

There is positively and highly significant corrétet between SLn and GP of all
manufacturing companies selected in this study mxCBEOLGAS showing a
significant até = 1% @ value.077). This means that firm size is the potential
variable in predicting the profitability of firmgrofitability is increased by increase

in revenue.

CR indicated positive correlation with GP for TCIBL, TOLGAS and INDUSTRY
and highly significant to TBL and INDUSTRY. The nease in liquidity probably
increases profitability of the firm; generally méacturing companies collectively
are well performing. But SIMBA TWIGA and TATEPA’s C reported negative
relationship with GP. The literature highlightedtlithe increase in ratio of liquidity
increase profitability. Based on statistics SIMBWIGA and TATEPA needs short
term finance for recovering short term debt or sahitiative mechanisms are to be

implemented so as to fund those short term debt.

5.3 Discussions of regression analysis
This part covers the discussion of all four regmsgquation applied in this study.

5.3.1 Therelationship between INVTID and GP
According to this study INVTIDLn shows negative atbnship with GP for
TWIGA, TOL GAS and TBL, WCM principles on inventomgquire managers to
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convert raw material in to finished goods at lesget(days) and sell those goods at
considerable time. The longer time inventory staytore loses weight and quality
also increases handling cost. Results acceptednatitee first hypothesis and
rejected null hypothesis. These results are inwiike Lazaidis & Tryfonidis (2006),
Reheman & Nasr (2007) and Lu, (2013).

The implication of the result; Decrease in INVTIRquired in converting raw
material into finished goods will result to the i@ase in profitability of the firm, but
the average days of sales should be within theerangs to avoid over stocking. The
long time (days) it takes to sale merchandise affeofitability negatively. Once
more a researcher found a positive relationshivéen INVTID and GP of SIMBA,
TCCL, TATEPA and INDUSTRY. basing on result it che said that; firms are
holding much inventories in their store, eithekirig measures against seasonal price
fluctuation of materials and ensure sales througttmai year, by this actions cash to
meet other contingency liabilities is tied up hepeefitability is adversely affected
by the increase in financial cost of those lidieii. But it needs further investigation
to nullify the answers. Generally firm’s managdrswdd strive to decrease inventory

turnover days while keeping sales constantly thinougithe year.

5.3.2 Therelationship between ACP and GP

The researcher found negative relationship betwa€® and GP for SIMBA,
TWIGA, TOL GAS, and INDUSTRY result in line with g (2010), Mathuva
(2010), Reheman & Nasr (2007) and Muhamad (2010p bund negative
relationship between ACP and profitability of therf. Result indicates that decrease
in number of days in account receivable accelgratatively the profitability of the
firm, but the increase in days of account recemslthas an opportunity cost of
creating bad debt from debtors hence profitabdityhe firm is negatively affected,
through taking initiative measures of reducing edilon days managers should not
interfere the relationship of company’s customdrerkfore; when the ACP decrease
profitability increases while bad debts decreasesfrary to this, when collection

days increase profitability decreases while badd@aicreases. These findings obey
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the working capital policy that firm should collg¢beir cash from credit customers as
soon as possible in a manner of improving custoelationship.

The researcher also observed positive relationiseipreen ACP and GP for TCC,

TATEPA and TBL. The finding is contrary with rule§ WCM and accepted second

null hypothesis and reject alternative hypotheBigther investigations are needed

for those companies how's their ACP is positivediated with GP.

5.3.3 Therelationship between CCC and GP

Pearson regression analysis revealed the positilaianship between CCC and
profitability for TCCL TATEPA and INDUSTRY, resuttonform to studies of (Gill.,
Biger., and Mathur 2012) and (Lyroud & LazaridisOR) the positive relationship
between the firm’s CCC and GP can also be deschlgetie piece of evidence that
maximizing the outlay in short term assets (curr@sgets) can help in increasing
profits. The fact is little liquid fund is maintagdd in the business for operations and

contingency expenditures.

This study also finds negative relationship betw&@C and GP, of SIMBA,
TWIGA, TOL GAS and TBL the same result founded bgkdnnen (2011), and
Reheman & Nasri (2010). Researchers insisted thatening of cash conversion
cycle boost profitability of firms. Thus Managerxéis on decreasing the amount of
cash tied up in current assets by shortening castecsion cycle this can be done by
decreasing the inventory turnover days, by redutiegaverage collection period

and by increasing the average payables period.

5.3.4 Therelationship between APP and GP

The existing positive relationship between APP &@fdfor SIMBA, TBL, TOLGAS,
TATEPA and INDUSTRY implies that; the lengthening days for payables
positively affects the profitability of the firm. &imulbari (2012) and Gill, Biger &
Mathun (2011) found the same result in their sti@ied suggesting that an increase
in the number of Day's accounts payable is assediavith an increase in
profitability. These findings are in line with tieorking capital management rule on

payables; the profitable firms normally lag to psypplies and other business
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creditors so as to utilize the available cash forking capital requirements. Ponsian
et al.. (2014) commented that “This result makemnemic sense, the more a firm
delays its payments to its creditors, the higherlével of working capital it reserves

and uses in order to increase profitability”.

For TCC and TWIGA results indicate negative relagioip between APP and GP,
the same result was found by Lazaridis & Tryfosi@006) and noted that this
result does make economic sense, since the lonfjemadelays its payments the
higher level of working capital levels it reservaad uses in order to increase
profitability. For this case further investigatimneeded so as to draw a conclusion,
Though, Reheman & Nasr (2007) noted that ‘The negaelationship between the
average payment period and profitability indicatest the less profitable firms wait

longer to pay their bills’.
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CHAPTER SIX: SUMMARY, CONCLUSIONS, AND POLICY
IMPLICATION

6.1 Introduction
This chapter deals with summary, conclusions, anticyp implication, covers

conclusion, recommendations and suggested are&gtioer studies.

6.2 Conclusion

Ponsian et al...(2014) concluded that ‘the managemeworking capital is one of
the most important financial decision of a firmffauent level of working capital
should be present for smooth running of the compaggrdless of the nature of the

business.

Objectively, the study contributed the knowledge déwamining how individual

components of CCC affect the profitability of tmelividual company selected from
DSE Tanzania as well as their collectiveness terameihdustry. Firm’s managers
should make an effort for reducing their respectiVe€TID and ACP and increasing

APP so as to shorten CCC and increase profitalofifrms.

Results indicate that when INVTID decreases thditatulity of a firm increases,
likewise when INVTID increases the profitability a@tease due to increasing storage
cost. Therefore management can create shareholdiere by reducing their
inventories to reasonable level. Also as ACP des®gathe profitability of the firm
increases, decreasing ACP result to the incredairilge level of cash of the firm,
being having enough fund management can meet $hort obligations. So far
profitability can be increases by delaying in payaif creditors; company’s mangers
are to increase APP and utilizing the availablencasfund short term profitable

projects.

Lastly the performance of a company is measurealgir its profit; the study reveals

a strong significance positive relationship betwdem size and profitability
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measure, there for, firm managers have to adogesfies to increase sales because it

have high impact on profitability of companies.

6.3 Recommendation

There is no easy way to control inventories (rawtemals, work in progress and
stock of finished goods), though it can be donepbychasing quality materials at
reasonable price, effective and efficiently utitisa of material in production
process and good inventory records indicating showd fast moving items. These
strategies are keeping inventories moving throughdompany as fast as possible

and assist in decreasing INVTID.

However it is more important to decrease ACP bytrdiing the way credit sales is
granted to customers because it is pleasing tinge¢w orders and new customers
but this will prove a waste of time and effort lifet order turns to be bad debts. In

almost cases managers must strive to reduce A@B &oimprove profitability.

Lastly managers in manufacturing firms can adogressive working capital policy,

the policy requires firm to hold minimal safety aite of cash and inventories and
would be able to press customer to relatively gsettlement of their accounts while
pushing creditors to prolong time interval betwemteipts and payments for

materials. This policy reduces the cash conversyate.

6.4 Suggested areasfor further studies

There is much to be done about working capital mament in Tanzania; the

researcher suggest that further research with waderple should be conducted on
the same topic and extending years for data asaly$ie scope of further studies
may be extended profitability variables like opergiprofit after tax, operating profit

before tax, return on equity and return on assets.
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APPENDICES

APPENDIX |I: PERCENTAGE CHANGE OF INDUSTRY WORKING
CAPITAL AND ITSCOMPONENTS

P change | Inventories | Receivable | PayablesP Profit P
INDUSTRY | WC P Change |P Change | Change Change
2005 100% 100% 100% 100% 100%
2006 117% 118% 118% 118% 118%
2007 86% 135% 115% 97% 82%
2008 -37% 129% 95% 83% 86%
2009 -271% 141% 109% 115% 139%
2010 282% 108% 7% 70% 61%
2011 141% 112% 104% 135% 193%
2012 166% 121% 107% 103% 76%
2013 79% 102% 85% 79% 76%
2014 75% 109% 107% 126% 159%

Sour ce; complied from annual audited financial statememtsetected

manufacturing companies.
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APPENDIX Il : DSE LISTED DOMESTIC COMPANIES

Numbe
. of :
Company ISIN Date Listed ) Nature of Business
Listed
Shares
Production and distributior
TOL Gases Ltd. ] of industrial gases, welding|
TZ199610000€&(15th April, 1998 37,223,686 ) )
(TOL) equipments, medical gases},
etc.
Tanzania Brweries Limited
(TBL) manufactures sells
and distributes clear beer,
alcoholic fruit beverages
Tanzania (AFB’s) and non-alcoholic
Breweries TZ199610001€/9th September, 199894,928,463 |beverages within Tanzanig|.
Ltd.(TBL) TBL has controlling
interests in Tanzania
Distilleries Limited (TDL)
and Dar brew Limited.
Growing, processing,
Tatepa ) )
17th December, blending, marketing and
Company TZ199610006% 17,857,165 o
1999 distribution of tea and
Ltd.(TATEPA) )
instant.
Tanzanie Manufacturing, marketing
Cigarette TZ199610003Z 16thNovember,20C0@00,000,000 |distribution and sale of
Company.(TCC) cigarettes.

Tanga Cement

. Production, sale and
Public Ltd TZ1996100057|26thSeptember,200&@3,671,045

marketing of cement.

Co.(SIMBA)
Swiss port ) ]
) 26th Airports handling of
Tanzania Ltd. |TZ1996100040 36,000,000
September,2006 passengers and cargo.
(SWISSPORT)
Tanzania TZ199610002429th 179,923,100 |Production, sale and
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Company

Portland Cemelt

Co. Ltd.
(TWIGA)

DCB
Commercial
Bank (DCB)

National
Microfinance
Bank (NMB)

CRDB
Bank(CRDB)

Precision Air
Services Plc
(PAL)

Maendeleo
Bank Plc

(Maendeleo)

Swala Gas and

Qil
Mkombozi

Commercial
Bank

Number

of
ISIN Date Listed
Listed
Shares
September,20(

TZ1996100214{16thSeptember,20087,827,897

TZ199610022Z6thNovember 2008 500,000,000

Nature of Business

marketing of cemer

Commercial bank

Commercial bank

TZ1996100305 17thJune 2009 2,176,532,160 |[Commercial bank

TZ199610104&21stDecember 2011193,856,750

TZ199610168%4thNovember 2013/9,066,701

TZ199610186E5 11" August 2014 99,954,467

29th December
TZ1996101972 20,615,272
2014

Sour ce; DSE data base
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Air transport services

Commercial bank

Mineral Exploration

Commercial bank



