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ABSTRACT

This study was set out to establish the extent to which Working Capital Management
affect Managerial Performance of Selected Manufacturing Firms in Mogadishu, Somalia.
The study was guided by the following objectives;To determine the demographic
characteristics of the respondents in terms of age, gender, educational qualifications,
and years in the present position.To determine the current level of working capital
management of the firms. To determine the current level of staff performance of the
firms.To establish if there is a significant relationship between the levels of working
capital management and managerial performance of selected manufacturing firms. The
study was conducted through descriptive survey and correlation research design,
making use of quantitative approach with the help of a questionnaire, data was
collected from a sample 36 respondents from selected manufacturing firms in
Mogadishu, Somalia. The finding of the study shared that Working Capital Management
is significantly correlated with Managerial Performance. This was conformed with an p2
of 0.47.

the study recommends that

manufacturing

Firms should

separate

responsibilities of receiving, recording, and storing of goods, if not material assets lost
or vandalized. Also, the selected manufacturing firms are advised to capitalize on the
policies they adopt which were rated as satisfactory or very satisfactory.
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CHAPTER ONE
Background of the Study
The efficient management of working capital is very vital for every business’ survival.
This is premised on the fact that having too much working capital signifies inefficiency,
whereas too little cash at hand signifies that the survival of business is shaky.
Over the years there has been a big debate on the effect of working capital policy on
the profitability. Few researches argue that working capital is just an idle resource with
a high cost and low benefit associated with it so, companies should follow zero working
capital policy but such a policy is very risky because it reduces the liquidity and it might
lead to a default. Other researchers support companies to have a working capital policy
because they believe that proper management of components of working capital can
balance cost and benefits of the company and it will reduce the risk of default by raising
the level of liquidity.
Some research studies have been undertaken on the working capital management
practices of large companies, small firms, manufacturing companies, telecommunication
companies, and so forth in UK, USA, and Belgium using either a survey based approach
(Burns and Walker, 1991; Peal and Wilson, 1996) to identify the push factors for firms
to adopt good working capital management policies or econometric analysis to
investigate the association between WCM and profitability (Shin and Soenan, 1998;
Anand, 2001; Deloef, 2003). In Sweden research was carried out with the purpose to
explore relationship between working capital policy and profitability of firms.
Some other researches were conducted especially in developing countries like Pakistan,
India, Taiwan etc. (Ghosh and Maji, 2003) made an attempt to examine the efficiency
of WCM of the Indian cement companies during 1992

—

1993 to 2001

—

2002. For

measuring the efficiency of WCM, performance, utilization, and overall efficiency indices
were calculated instead of using some common working capital management ratios.
Setting industry norms as target-efficiency levels of efficiency by an individual firm
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during the period of study. Findings of the study indicated that the Indian Cement
Industry as a whole did not perform remarkably well during this period.
(Smith and Begemann 1997) published an article on WCM in Africa, specifically in South
Africa where they emphasized that those who promoted working capital theory shared
that profitability and liquidity comprised the salient goals of working capital
management. The problem arose because the maximization of the firm’s returns could
seriously threaten its liquidity, and the pursuit of liquidity had a tendency to dilute
returns. This article evaluated the association between traditional and alternative
working capital measures and return on investment (ROl), specifically in industrial firms
listed on the Johannesburg Stock Exchange (JSE). Also, research study was conducted
exclusively on the impact of working capital management on corporate profitability of
small manufacturing companies in Mauritius (Kesseven Padachi, 2006).
In Somalia there are no such studies relating to working capital management, and
every business entity, regardless of its business type, needs working capital
management.

Statement of the Prob~em
The firms have experienced tremendous change in recent years. Today the firm is faced
with the day to day challenges of ensuring working capital management like cash
management, receivable management and inventory management while also ensuring
to hold current assets of the firm in the highly competitive market.
The firm requires cash to pay various expenses like wages, salaries, rent; advertising
etc. Current assets have a short life span. They are swiftly transformed into other
current-asset forms and ultimately in cash.
Managerial performance needs setting clear communicating performance standards and
expectation, observing and providing feedback and conducting appraisals enable firms
to achieve the best results through managing employees performance. To begin the
2

process firm and employees will collaborate on the development of performance
standards, this performance plan will direct the employee’s efforts towards achieving
specific results to support organizational growth as well as the employees professional
growth.
Purpose of the Study
The reasons why this study is proposed are as follows:
1. To establish the relationship between levels of working capital management and
managerial performance
2. To bridge the gaps identified in the related studies
3. To validate existing information about working capital management and managerial
performance based on the theory to which this study is based
Research Objectives
General: This study will correlate working capital management and organizational
performance

Specific Objectives
1. To determine the demographic characteristics of the respondents in terms of age,
gender, educational qualifications, and years in the present position.
2. To determine the current level of working capital management of the firms.
3. To determine the current level of staff performance of the firms selected
4. To establish if there is a significant relationship between the levels of working
capital management and managerial performance of selected manufacturing firms.

3

Research Questions
1. What are the demographic characteristics of the respondents in terms of age,
gender, educational qualifications, and years in the present position?
2. What is the current level of working capital management of the firms selected?
3. What is the current level of staff performance of the firms selected?
4. Is there any significant relationship between the levels of working capital
management and staff performance of the selected manufacturing firms?
Null Hypotheses
There is no any significant relationship between the levels of working capital
management and managerial performance
Scope
Geographical Scope
The study was conducted in selected manufacturing firms in Mogadishu (Banadir
district).
Content Scope
The study examined the levels of working capital management and organizational
performance, and to find out if there is a significant relationship. It was conducted on
officials in some selected manufacturing firms in Mogadishu, Somalia in 2012-2013.

Theoretical Scope
A theory by Mclnnes, Angelique Nadia Sweetman (2000) was used for this study of
working capital management. This theory of working capital management contends that
if working capital is managed according to prescriptive theory then it would be expected
4

that business would invest in working capital, finance working capital, monitor factors
that influence working capital, manage cash, accounts receivable, inventory, accounts
payable, the cash conversion cycle (aggregative approach), and measure and analyze
performance to ensure that the long term (fixed) assets are utilized effectively and
efficiently.
Significance of the Study
The following disciplines will benefit from the findings of the study.
The emp~oyees of the selected firms will recognize the roles they have to play in
fulfilling good working capital management practices in order to maximize the wealth of
the firm.
The managers of the concerned firms will aim at achieving the goal of adopting good
working capital management policies, realize a satisfying level of performance and
appreciate the contribution of the staff and resources available towards a better.
The firms’ poilcy makers & p~anners (CEO, Board of directors, Shareholders &
managers) will be able to develop relevant standards of working capital level for their
respective firms.
The future researchers in this area will utilize the findings of the study to embark on
a related study.

5

Operational Definitions of Key Terms
For the purpose & this study, the following terms are defined as they are used in the
studr
Demographic characteristics of the respondents are attilbutes looked for in this
study In terms of gender, age, qualifications, number of years in work.
Working capital management refers to the controlling & current assets and
iiabiiities.
Managerial performance is meant to management’s performance which is measured
In terms & accounting profit.
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CHAPTER TWO
REVIEW OF RELATED LITERATURE
Concepts, Ideas, Opinions from Authors! Experts
Work~ng Capfta~ Management
Working capital is that part of a firm’s capital which is required to hold current assets of
the firm. Examples of current assets are raw material, semi-finished goods, finished
goods, debtors, bills receivable, prepaid expenses, cash at bank and cash in hand. The
firm requires cash to pay various expenses like wages, salaries, rent; advertising etc.
Current assets have a short life span. They are swiftly transformed into other currentasset forms and ultimately in cash. In other words, funds invested in current assets are
constantly converted into cash. This cash again flows out in exchange for other current
assets. There is an operating cycle. Cash is used to buy raw material. Various
manufacturing expenses are incurred to convert raw material into semi-finished goods
and then into finished goods. On sale of finished goods on credit, trade debtors or bills
receivable result. On receipt of payment, trade debtors and bills receivable are
converted into cash and a cycle of working capital is completed. In case of cash sales,
finished goods will directly be converted into cash. The cash is once again used to buy
raw material to start another cycle. (M.C SHUKLA, T.S. GREWAL, AND S.C. GUPTA
2007).
As current assets keep circulating or revolving fast, working capital is also called
circulating capital, revolving capital or short-term capital.
There are two concepts of working capital namely, gross working capital and net
working capital management. Gross working capital is referred to total of all the current
assets of the firm. Current assets are the assets which are meant to be converted into
cash within a year or an operating cycle. Stock of raw materials, stock of semi-finished
goods, stock of finished goods, trade debtors, bills receivable, prepaid expenses, cash
at bank and cash in hand are examples of current assets. Net working capital arises
when to finance current assets, in which long-term funds as well as short term funds
7

are used. Short-term funds are provided by current liabilities i.e. claims of outsiders
which are expected to mature for payment within a year. Trade creditors, bills payable
and outstanding expenses are examples of current liabilities. Net working capital refers
to the excess of current assets over current liabilities.
Another aspect of the gross working capital points to the need of arranging funds to
finance current assets. Whenever a need for working capital funds arises due to the
increasing level of business activity or for any other reason, financing arrangement
should be made quickly. Similarly, if suddenly, some surplus funds arise they should not
be allowed to remain idle, but should be invested in short-term securities.
Working capital management consists of three major components namely: cash
management, receivables management, and inventory management.
Cash Management
Cash is the most important current asset for the operations of the business. Cash is the
basic input needed to keep the business running on a continuous basis; it is also the
ultimate output expected to be realized by selling the service or product manufactured
by the firm. The firm should keep sufficient cash, neither more nor less. Cash shortage
will disrupt the firm’s manufacturing operations, while excessive cash will simply remain
idle without contributing anything towards the firm’s profitability. Thus, a major function
of the financial manager is to maintain a sound cash position.
Cash is the money which a firm can disburse immediately without any restriction. The
term cash includes coins, currency and cheques held by the firm, and balances in its
bank accounts. Sometimes near-cash items, such as marketable securities or bank
times deposits, are also included in cash. The basic characteristic of near-cash assets is
that they can readily be converted into cash. Generally, when a firm has excess cash, it
invests it in marketable securities. This kind of investment contributes some profit to
the firm,
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“One of the first things that successful businesses did during the recession was to look
at their borrowing and renegotiate the terms to something that, while it may be over
more years and ultimately more expensive, has lower payments now. Yes, adding more
debt is probably a bad idea for most businesses, but if refinancing existing debt allows
you to stay in business, there’s a definite upside to doing it.”
“Other businesses negotiated longer periods for making payments to suppliers, while at
the same time requiring faster payments from customers.”
Another way that recession-surviving businesses management cash flow was to manage
how much inventory was being carried at any given time

-

inventory costs money, and

inventory which sits on your stock-room floor for weeks has an opportunity cost which
can bankrupt your business.” The least desirable expense control is always in human
resources, but as orders reduced, many manufacturing businesses laid off staff,
instituted freezes or cuts to pay and benefits, reduced investment in hiring and
training.”
Connor concludes, “On the other side of things, the making money flow inside, there
were a few tricks, too.”
Folks often receive misguided advice concerning cash flow management. Sales volume
is important to a successful business, as is the timing of sales and payments. Cash flow
is primarily the difference between cash coming into the business and cash going out of
the business during a given time period. But every business has a cash cycle. The cash
that comes into the business does not always correspond to the same time or same
rate as the cash that goes out. It is practically impossible to iron out all the
discrepancies in cash inflows and outflows and do a perfect job of controlling and
coordinating the movement of cash in a business. But it is possible to develop an
understanding, appreciation and consciousness of cash flow. This is often the first
critical step in managing the cash flow of a business. (Rob Holland, 1999).
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Financial management educators often compare cash in a small business with blood in
the human body. Cash is often described as the life-giving fluid that keeps a business
going. So, if cash is the blood of a business, cash flow is the circulation of the blood
throughout the system. Circulation involves both cash flowing in and out of the
business.
However, just because blood circulates through the body does not ensure a good blood
pressure. The same is true for cash and a business. Simply generating sales revenue
does not ensure that the business is profitable. Therefore, the cash handled by a
business must be monitored through proper cash flow management. Many small
businesses note that cash flow is a big problem/obstacle to their business success. Lack
of available cash can weaken a business and even lead to business failure.
Cash that flows irregularly and unpredictably can be as disastrous as no cash at all.
Effective cash flow management addresses both short-term and long-term planning.
Managing cash flow is really nothing more than managing information. Cash flow
management is critical to all businesses, but is probably most critical for businesses
whose trading can be seasonal and unpredictable. Short-term cash flow management
strategies rely on record-keeping systems that provide quick and accurate access to
revenue

and

expenditure transactions.

Important

information

for

cash

flow

management can be obtained from a variety of sources including procedure manuals,
bank statements, cash flow forecasts, reports on debt collection and accounts payable.
Routine cash management reviews must keep a close eye on debt collection, sales and
deliveries, status of invoices, receipt of payments and depositing of payments.
The best cash flow management strategies usually result from systems that are fully
understood by the cash flow manager. Sometimes such systems are computerized,
while others are manual. Cash flow management does not need to be complex to be
effective. It does, however, have to be performed. There is no magical solution to
managing cash flow. Like the commercial

.

.

.

“Just Do it.” While a computer and proper

software program may expedite, simplify and standardize financial information, the
10

information must be studied and monitored in a way that allows for adjustments to be
made in the business’ activities.

Receivables management
Company can sell goods on credit or cash. Cash sale is inflow of cash and it is
controlled under cash flow analysis. But credit sale creates sundry debtors, Company
has to receive money from them. If company starts to sell on return of cash, then it
decreases the level of company’s sale and profitability. On the other side, if company
promotes credit sale, it can increase the risk of bad debts. So, it is required to control
and to manage debtors.
It can be argued that revenue generation is the most crucial function of a company.
Dot.com companies that created exciting raw products and failed to generate significant
revenue burned through their cash and ceased operating. Every company expends
substandard resources to generate increasing levels of revenue (John G. Salek, 2005).
However, that revenue must be converted into cash, Cash is the lifeblood of any
company. Every dollar of a company’s revenue becomes a receivable that must be
managed and collected. Therefore, the staff and process that manage your receivables
should:
o

Manage 100% of your company’s revenue

o

Serve as a service touch point for virtually all our customers

( only sales and

customer service speak mere with your customers)
o

Can incur or save millions of dollars of bad debt and interest, and expense.

o

Can injure or enhance customer service and satisfaction leading to increases or
decreases in revenue.

Management of the receivables is demanding task. The vast majority of companies
expect that over 99.9% of all billing will be collected. Collecting ninety five percent of
revenue is not good enough. Companies will tolerate bad expenses of some but not
11

much more. Which other departments are expected to perform at 99% plus percent
effectiveness.
It is generally expected that a high percentage of novices will be paid on time and over
90% within 30 days of the due date. Management expects that the asset will be
managed to promote sales and that all customers will be served promptly, courteously,
and professionally. Astoundingly, most firms also expect this all to be accomplished for
a cost equal to about two to three tenths of a percent of revenue.
Inventory Management
Inventory-for manufacturing firm, managing inventory is vital. Inventory may consist of
raw materials, work in process, and finished goods. The raw materials are the
components and parts that are to be processed into a final product. Work in process
consists of goods under production. Finished goods are the completed units awaiting
sale to customers. Each category will require special consideration and control. Failure
to properly manage any category of inventory can be disastrous to a business.
Overstocking raw materials or overproduction of finished goods will increase costs and
obsolescence. Conversely, out-of-stock situations for raw materials will silence the
production line at potentially great cost. Failure to have finished goods on hand might
result in lost sales and customers (Larry M. Walther & Christopher 3. Skousen, 2009).
A firm needs an inventory control system to effectively manage its inventory. There
are several inventory control systems in vogue in practice. They range form simple
systems to very complicated systems. The nature of business and the size dictate the
choice of an inventory control system. For example, a small may operate a two-bin
system. Under this system, the company maintains two bins. Once inventory in one
bin is used, an orderly is placed, and meanwhile the firm uses inventory in the second
bin. For a large departmental store that sells hundreds of items, this system is quite
unsatisfactory. The departmental store will have to maintain a self-operating, automatic
computer system for tracking the inventory position of various items and placing order
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(I. M. Pandey 2007). Below, there will be some focus on some inventory control
systems:
L ABC Inventory Control system, Large numbers of firms have to maintain
several types of inventories. It is not desirable to keep the same degree of
control on all the items. The firm should pay maximum attention to those items
whose value is the highest. The firm should, therefore, classify inventories to
identify which items should receive the most effort in controlling. The firm should
be selective in its approach to control investment in various types of inventories.
This analytical approach is called the ABC analysis and tends to measure the
significance of each item of inventories in terms of its value. The high-value
items are classified as “A items” and would be under the tightest control. “C
items” represent relatively least value and would be under simple control. “B
items” fall in between these two categories and require reasonable attention of
management. The ABC analysis concentrates on important items and is also
known as control by importance and exception (CIE). As the items are classified
in the importance of their relative value, this approach is also known as
proportional value analysis (PVA).
2. Just-In-Time, JIT is a philosophy encouraging the firm to reduce inventories
and produce goods as they needed. This philosophy treats any kind of inventory
(raw materials, work in progress, and finished goods) as liabilities not assets
(INMAN AND MEHRA 1990). However, JIT is more than inventory management.
It is a philosophy to eliminate the waste and improve efficiency. It takes
inventory management a step further and changes the business process in order
to enable it to run with no inventory and waste. It aims to reduce inventory to
zero, increase throughput time, reduce lead-time and batch size. JIT, also,
requires producing when needed. In this concept no goods are produced until it
is demanded by customer or some other work station in the production line.
Result is a smooth running process perfectly aligned to demand and such
process requires no inventory but small and prompt deliveries on time,
13

According to Waters-Fuller (1995) JIT activities to achieve the result of waste
elimination and inventory reduction are:
o

Small lot sizes delivered in exact quantities

o

Few suppliers, ideally one per component

o

Supplier selection based on quality and delivery performance

o

long term contracts

o

Standardized packaging

o

Reduced paperwork

o

Delivery synchronization to production

o

Geographically close suppliers

o

Improved data exchange

These practices eliminate the reasons for holding inventory. Single sourcing, long term
contracts etc. enables the business use its supplier as a warehouse and requires closer
inter organizational relationships. Billesbach and Schniederjans (1989) identify some JIT
techniques as: (1) re-layout and merger of operations, (2) standardization of activities,
(3) multifunctional workers, and (4) cellular organization.
Manager~all Performance
Performance in business can be assessed from the perspective of profitability. The
definition of profitability basically tells us is the result obtained after carrying out any
production process, this being positive when the company earns money on the
transaction, or negative when the transaction is generating losses of money.
Can you think of the definition of profitability

—

return definition as the ability of an

element to generate profits, i.e. a product or business is profitable if it generates far
more revenue than expenses, while maintaining a positive balance.
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Now if we want to clarify a little more definition of profitability

—

return definition, we

can say that profitability is basically an index that measures the relationship between
earnings or profits and the investment made to obtain such benefits.
Obviously, the definition of profitability in this measure will indicate whether a particular
item or product is generating profits or losses, then help develop strategies to be
implemented to exploit this valuable information.
However, to this extent the definition of profitability

—

return definition allows us as a

company significantly strengthen our products, allowing us to achieve a very high
quality, achieving high customer satisfaction by the client, which simply means great
benefits for us (John Viano, 2011).
Always remember that we are not dedicated specifically to generate money, this kind of
thinking will eventually give advantages to our competitors, we are dedicated to
meeting the needs of our customers, and this will bring us money to boot, so do not
hesitate consider this definition of profitability

—

return definition in each of their

products and services and determine whether it is worthwhile to continue betting. In
accounting, profit can be considered to be the difference between the purchase price
and the costs of bringing to market whatever it is that is accounted as an enterprise
(whether by harvest, extraction, manufacture, or purchase) in terms of the component
costs of delivered goods and/or services and any operating or other expenses (Pyle,
William W, and Kermit D. Larson 1981).
There are several important profit measures in common use which will be explained in
the following. Note that the words earnings, profit and income are used as substitutes
in some of these terms (also depending on US vs. UK usage), thus inflating the number
of profit measures.
Gross profit_equals sales revenue less cost of goods sold (COGS), thus removing only
the part of expenses that can be traced directly to the production of the goods. Gross
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profit still includes general (overhead) expenses like R&D, S&M, G&A, also interest
expense, taxes and extraordinary items.
Operating profit equals gross profit less all operating expenses. This is the surplus
generated by operations. It is also known as earnings before interest and taxes (EBIT),
operating profit before interest and taxes (OPBIT) or simply profit before interest and
taxes (PBIT).
(Net) profit before tax (PBT) equals operating profit less interest expense (but before
taxes). It is also known as earnings before taxes (EBT), pre-tax book income (PTBI),
net operating income before taxes or simply pre-tax Income.
Net profit equals profit after tax (unless some distinction about the treatment of
extraordinary expenses is made). In the US the term net income is commonly used.
Income before extraordinary expenses represents the same but before adjusting for
extraordinary items.
Theoreticall Perspective
The researcher resorts to a theory, by Mclnnes, Angelique Nadia Sweetman (2000) for
which he used for his study of working capital management: theory and evidence from
New Zealand listed limited liability companies, as a guide for the study. This theory of
working capital management contends that if working capital is managed according to
prescriptive theory then it would be expected that business would invest in working
capital, finance working capital, monitor factors that influence working capital, manage
cash, accounts receivable, inventory, accounts payable, the cash conversion cycle
(aggregative approach), and measure and analyze performance to ensure that the long
term (fixed) assets are utilized effectively and efficiently.
However given the theory of working capital management, there may be room for
improvement regarding the strategies, tactics and techniques used to manage these
components. Furthermore, the working capital management is also strategic as it
16

impacts on the liquidity, solvency/bankruptcy, efficiency, profitability and shareholder
wealth maximization of the business.
R&ated Studies
Working capital management has great influence on profitability, i.e., if the
management takes good care of current assets in terms of their investment as well as
finance and current liabilities, the firm surely will realize substantial profit. More
exclusively, this means adequate investment in current assets which rules out excessive
investment on one hand, and inadequate investment. Likewise, whenever financing is
needed cash must be available to finance in current assets.
Nevertheless, if the management does well in that case, it also ought to care about the
short term creditors and pay them when their debt is mature.
Firms should have excess of current assets (components of working capital) over
current liabilities. The conventional rule is the current assets twice current liabilities. For
example, Hindustan Manufacturing Firm has a current ratio of 1.2:1; therefore, it may
be interpreted to be insufficiently liquid. This rule is based on that in a worse situation,
even if the value of current assets becomes half, the firm will be able to meet its
obligation (I. M. Pandey, 2007).
Working capital turnover ratio express the number of times a unit invested in working
capital produces sales as the ratio is good since it shows up efficiency or inefficiency in
the use of the whole of working capital and not merely a part of it, viz., that invested in
stocks-it is the whole of the working capital that leads to sales (MC. Shukla, T. S.
Grewal, S. C. Gupta, 2006).
No matter, how profitable a business is unless it is adequately liquid it may fail, A
business should be adequately liquid; it is possible for it to have too high current ratio.
If too many resources are being held as current asset, it would make these two ratios
appear healthy, but those resources could have been used more profitably. You don’t
17

get any interest on inventory. Too high a balance in a current account at the bank also
means that resources are being wasted (Frank Wood & Alan Sangster, 2000).
Working capital management is a very important component of corporate finance
because it directly affects the liquidity and profitability of the company. It deals with
current assets and current liabilities (Abdul Raheman and Mohamed Nasr, 2007).
However firms with too few current assets may incur shortages and difficulties in
maintaining smooth operations (Horn and Wachowiz, 2000). Efficient working capital
management involves planning and controlling current assets and current liabilities in a
manner that eliminates the risk of inability investment in these assets on the other hand
(Eljelly, 2004). Management is a very sensitive area in the field of financial
management (Joshi, 1994). It involves the decision of the amount and composition of
current assets and the financing of these assets. Current assets include all those assets
that in the normal course of business return to the form of cash within a short period of
time, ordinarily within a year and such temporary investment as may be readily
converted into cash upon need. The working capital management of a firm in part
affects its profitability.
The ultimate objective of any firm is to maximize the profit. But, preserving liquidity of
the firm is an important objective too. The problem is that increasing profits at the cost
of liquidity can bring serious problems to the firm. Therefore, there must be a trade off
between these two objectives of the firms. One objective should not be at cost of the
other because both have their importance. If we do not care about profit, we can not
survive for a longer period. On the other hand, if we do not care about liquidity, we
may face the problem of insolvency or bankruptcy. For these reasons working capital
management should be given proper consideration and will ultimately affect the
profitability of the firm.
Firms may have an optimal level of working capital that maximizes their value. Large
inventory and a generous trade credit policy may lead to high sales. Larger inventory
reduces the risk of a stock-out. Trade credit may stimulate sales because it allows
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customers to assess product quality before paying (Long, Maltiz and Ravid, 1993, and
(Deloof and Jegers, 1996). Another component of working capital is accounts payable.
Delaying payments to suppliers allows a firm to assess the quality of bought products,
and can be an inexpensive and flexible source of financing for the firm. On the other
hand, late payment of invoices can be very costly if the firm is offered a discount for
early payment.
A popular measure of Working Capital Management (WCM) is the cash conversion cycle,
i.e. the time lag between the expenditure for the purchases of raw materials and the
collection of sales of finished goods. The longer this time lag, the larger the investment
in working capital (Deloof 2003). A longer cash conversion cycle might increase
profitability because it leads to higher sales. However, corporate profitability might also
decrease with the cash conversion cycle, if the costs of higher investment in working
capital rise faster than the benefits of holding more inventories and/or granting more
trade credit to customers.
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CHAPTER THREE
METHODOLOGY
Introduction
This chapter presents the methodology and procedures by which this study was
conducted. It covers the research design, study area and sample size. It also highlights
the methods and instruments of data collection, research procedure, data analysis and
interpretation under which qualitative and quantitative data are considered.
Research Design
The study employed a cross sectional survey design using qualitative and quantitative
approaches and analysis because data was collected at one point in time from a sample
selected to represent a large population (Linda 2005). Survey design is useful in
describing the characteristics of a large population by generalizing. The study also will
be conducted using descriptive correlation design. Descriptive studies are nonexperimental researches that describe the characteristics of a particular individual, or of
a group. It deals with the relationship between variables, testing of hypothesis and
development of generalizations and use of theories that have universal validity.
Research PopLdation
The target population of this study was staff and clients of selected manufacturing firms
i.e. Canshuur and shaakir in Banadir Districts.
Staff; these are the individuals who work in the operations of selected manufacturing
firms i.e. Canshuur and shaakir in Banadir Districts by implementing this programs and
promoting its products to the public. The researcher will be select the category with the
view that he deemed them being in the best position to provide information in relation
to the activities and products of these firms and generally their attitude towards firms in
the area.
Clients; this includes both male and female with the bulk of the respondents being
female. This category is chosen by the researcher to help him in answering the
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questions regarding the cash management, receivable management, and inventories
management and how these firms have changed their livelihoods plus their attitudes
towards firms in Somalia.

Sample Size
The sample size comprised 36 respondents selected from the 40 people of staff and
clients of selected manufacturing firms i.e. Canshuur and shaakir in Banadir Districts.
The respondents will fall in the categories of the direct service providers (staff) and
service beneficiaries (clients). In view of the nature of the target population where the
number for both operational staff and managers are many, a sample will be taken from
each category. the respondents of the study with the following categories: district,
target population and sample size. The Sloven’s formula is used to determine the
minimum sample size.
Data collection instruments
This research was used the following techniques in collecting data;
Questionnaires
Questionnaires were administered to all the respondent categories. The researcher used
this method to gather/collect first hand information from different respondents as
regards the activities, operations and products of selected manufacturing firms i.e.
Canshuur and shaakir in Banadir Districts.
Interviews
The researcher was carried out face-to-face interviews with as many respondents as
possible. A structured interview schedule will be drawn and used following a list of
questions. Different questions will be set and asked for each particular category of
respondents. All respondents’ categories will be interviewed. From this method, the
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researcher will be able together first hand information on the different issues related to
those selected firms in Mogadishu Somalia in particular.
Observation
The researcher was also used observation as an instrument of data collection.
Observation is qualitative tool of data collection that employs vision as its main man of
data collection Amin (2006). In this process of data collection the researcher examines
what happening in the real life situation and then classified and records pertinent
happenings which are relevant to the study. The researcher will be use observation
method because it will give first hand information and also it will help to unexpected but
vital information relevant to the study which is the role of the working capital
management in promoting managerial performance.
Data analysis
The data analyzed using tables, frequencies, percentages, pie charts, bar graphs and
use of Statistical Package for Social Scientists (SPSS) for easy presentation of the
research findings.

Ethical Considerations
To ensure confidentiality of the information provided by the respondents and to
ascertain the practice of ethics in this study, the following activities will be implemented
by the researcher:
1. Seek permission to adopt the standardized questionnaire through a written
communication to the author.
2. The respondents and firms will be coded instead of reflecting the names.
3. Solicit permission through a written request to the concerned officials of the selected
firms in the study.
4. Request the respondents to sign in the Informed Consent Form
22

5. Acknowledge the authors quoted in this study and the author of the standardized
instrument through citations and referencing.
6. Present the findings in a generalized manner.
Limitations of the Study
In view of the following threats to validity, the researcher will claim an allowable 5%
margin of error at 0.05 level of significance. Measures are also indicated in order to
minimize if not to eradicate the threats to the validity of the findings of this study.

1. Extraneous variables which will be beyond the researcher’s control such as
respondents’ honesty, personal biases and uncontrolled setting of the study.
2. Instrumentation: The research instruments on managerial performance and
are not standardized. Therefore a validity and reliability test will be done to
produce a credible measurement of the research variables.
3. Testing: The use of research assistants can bring about inconsistency in the
administration of the questionnaires in terms of time of administration,
understanding of the items in the questionnaires and explanations given to
the respondents. To minimize this threat, the research assistants will be
oriented and briefed on the procedures to be done in data collection.
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CHAPTER FOUR
PRESENTATION, ANALYSIS AND INTERPRETATION OF DATA
INTRODUCTION
This chapter presents the presentation of data analysis, and interpretation. The data
analysis and interpretation was based on the research questions as well as research
objectives, the presentation is divided in to two parts. The first part presents the
respondents profile or demographic information, while the second part deals with
presentation, interpretation, and analysis of the research questions and objectives.
Below are the data presentations and analysis of research findings.
Demographic information of the respondents
This part presents the background information of the respondents who participated in
the study. The purpose of this background information was to find out the
characteristics of the respondents and show the distribution of the population in the
study.
In addition to that, the first objective of this study was to determine the profile of
respondents as to Age, Gender, qualification and experience to examine what category
the majority of the respondents are fit in. Data on this objective was analyzed under
the question “What is the profile of the respondents as to Age, Gender, and Educational
level?
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Tabile 1.0 demographics information of the respondents
Table 1.1 Gender of the respondents

IValid

Frequenc

Cumulative

y

Percent Percent

Percent

27

75.0

75.0

75.0

female 9

25.0

25.0

100.0

Total

100.0

100.0

Valid male

36

figure 1
Title
oend~r

E3nnie
~fla[e

Table 1.1 the findings indicate that the majority of the respondents were male
(75.00%) and female were only (25.0%) at the selected manufacturing firms during the
study. This implies that male employees are more than female employees. The
implication of the study is that so it is obvious that the two firms were dominated by
male workers.
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Table L2 marital status

marital status
Frequenc

Valid

Cumulative

y

Percent Percent

Percent

22

6L1

6L1

61.1

married 14

38.9

38.9

100.0

Total

100.0

100.0

Valid single

36

26

figure2

Lhinçjia
~m~irriecJ

pie chail

As table L2, shows the researcher discovered that (6Lll%) of the respondents were
single, which shows that they have to work hard and earn more income before they get
married, the finds also shows that number of married respondents are less than single
ones (36~89%).
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Tabile 1.3 Age of Respondents

Frequenc

Valid

Cumulative

y

Percent Percent

Percent

Valid 20-30

21

58.3

58.3

58.3

31-40

13

36.1

36.1

94.4

2

5.6

5.6

100.0

36

100.0

100.0

51
above
Total

and

Figurel.3
•20-31..
31 -40
51 ~nd above
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Table 1.3 this research show that the majority age of this find lays 20-30(58.33%)
which means that, these firms prefer that because of higher energy they have. This
finds also show the minority age of these firms are 51 and above group(5.56%)
because it is age of retire. The medium age of this finds is 31-40 (36.11).

Tab~e 1.4 Educationa~ ilevel
education lev&
Frequenc

Valid

Cumulative

y

Percent Percent

Percent

4

11.1

11.1

11.1

secondary 3

8.3

8.3

19.4

college

11

30.6

30.6

50.0

university 18

50.0

50.0

100.0

Total

100.0

100.0

Valid primary

36

Figure 1.4 education level
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C

a
Q1(

education level

Table L4, indicates 11~11% of the respondents have primary level, 8.33% of the
respondents have secondary level, 30.56% of the respondents were college grandaunts
and 50.00% of the respondents have university level of education. The finding shows
that the majority of the respondents are university grandaunts which shows that these
selected firms mostly prefer university level.
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Tab~e L5 llev& of experience
How bng have you been in this organization
Frequenc
y

Valid

Cumulative

Percent Percent

Percent

25.0

25.0

25.0

3-5years 18

50.0

50.0

75.0

6-7years 4

11.1

11.1

86.1

8-loyears 5

13.9

13.9

100.0

Total

100.0

100.0

Valid 1-2yeaars 9

36

Figure L5
how long have you
been in this
organ isation
FIJi -2yeaars
~3-5years
EJG-7years
~8-1 Oyears
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In table 1.5, 25.0% of the respondents have 1

—

organization, 50.00% of the respondents have 3
have 6

—

2 years of experience for working this
—

5 years; 11.11 of the respondents

7 years, 20% of the respondents have 8

respondents have 11

—

—

and above years.

Tab~e L6 Status of the respondents
Are you a cHent or staff
Frequenc
y
Valid client 21
staff

15

Total 36

Valid

Cumulative

Percent Percent

Percent

58.3

58.3

58.3

41.7

41.7

100.0

100.0

100.0
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10 years and l3.89% of the

Figure 1.6

are you a client or staff
l~1cHent
Dstaff

As table 1.6, shows 58.33% of the respondents were clients of these selected firms and
at same time the other remaining 4l.67% of the respondents were staff member of the
micro-finance.
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Tab~e 2 Cash management

Respondents

Strong~y

Agree

agree

Not

sure Strong’y

or

Disagree

Tota~

disagree

undecided
No

%

No

%

No

%

No

%

No

%

No

%

52.8

9

25.0

4

11.11

1

2.8

3

8.3

36

100

16.7

11

30.6

10

27.8

0

0

9

25.0

36

100

firm 5

13.9

16

44.4

9

25.0

2

5.6

4

11.1

36

100

entries 5

13.9

6

44.4

9

25.0

2

5.6

4

11.1

36

100

Your

firm 19

mai nta ins
enough
number

of

bank accounts
Each
is

account 6
used

for

funds and are
transferred
the

to

State

Treasures
Office
The
handles
returned
checks
Cash

are directly to
the

General

Ledger

34

The

firm 7

invests

the

19.4

9

25.0

8

22.2

7

19.4

5

13.9

36

excess cash in
marketable
securities

to

draw profit

Source. Field data 2012
Table the majority of the respondents (52.8%) strongly agreed that the workers of the
selected manufacturing firms that there is enough number of bank accounts, while the
minority (2.8)strongly disagreed that there is no enough number of bank accounts. This
reveals the possibility of firm’s cash never get loss because they maintaining of having
bank accounts which will not give opportunity for cash to be stolen or lost.
Table 2 also showed that the respondents (16.7%) strongly agreed that funds
transferred to treasure office, (3O.6%) agreed, (27.. 8%) not sure or undecided, (O%)
are strongly disagreed and (25.0%) disagreed. that shows the majority of the
respondents agreed that agreed that funds transferred to treasure office.
Table 2 also showed that the respondents (13.9%) strongly agreed that the firm
handles the returned checks, (44.4%) agreed, (25.0%) not sure or undecided, (3.6%)
are strongly disagreed and (11.1%) disagreed, which shows the majority of the
respondents agreed that the firm handles the returned checks.
Table 2 indicates that the respondents (l3.9%) strongly agreed that cash entries are
directly to the general ledger, (44.4%) agreed, (25.0%) not sure or undecided, (3.6%)
are strongly disagreed and (11.1%) disagreed, which shows the majority of the
respondents agreed that cash entries are directly to the general ledger.
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Also table 2 showed respondents (19.4%) strongly agreed that firms invest the excess
cash in marketable securities to draw profit

,

(25.0%) agreed, (22.2%) not sure or

undecided, (19.4%) are strongly disagreed and (13.9%) disagreed which means that
most of the respondents agreed the selected manufacturing firms invest the excess
cash in marketable securities to draw profit.
Tab~e 3 Receivab~e management
Respondents

Strong~y

Agree

agree

Not

sure Strong~y

or

Disagree

Total

disagree

undecided
~

There

is

a 12

reception

of

deposits

or

%

No

%

No

%

No

%

No

%

No

%

33.3

11

30.6

6

16.7

3

8.3

4

11.1

36

100

22.2

16

44.4

3

8.3

3

8.3

6

16.7

36

100

11.1

13

36.1

12

33.3

3

8.3

4

11.1

36

100

prepayments
The firm sends 8
customer
statements

to

the concerned
customers
Revenue,

4

receivable,
freight and tax
accounts
configured for
each invoice

36

Level of firm’s 7
receivables

19.4

10

27.8

6

16.7

3

8.3

10

27.8

36

100

22.2

10

27.8

2

5.6

11

30.6

5

13.9

36

100

is

high
Level

of bad 8

debts in your
organization is
very low

Table 3 showed that (33.3%) respondents strongly agreed that There is a reception of
deposits or prepayments, (30.6%) agreed, (l6.7%) not sure or undecided, (8.3%) are
strongiy disagreed and (11.1%) disagreed, which indicates the majority of respondents
strongly agreed (33.3%) that There is a reception of deposits or prepayments,
Table 3 also shows that (22.2%) respondents strongly agreed that The firm sends
customer statements to the concerned customers, (44.4%) agreed, (8.3%) not sure or
undecided, (8.3%) are strongly disagreed and (11.1%) disagreed, which indicates the
majority of respondents agreed (44.4%) that The firm sends customer statements to
the concerned customers.
Table 3 indicates that the respondents (11.1%) strongly agreed

that Revenue,

receivable, freight and tax accounts configured for each invoice, (36.l%) agreed,
(33.3.0%) not sure or undecided, (8.3%) are strongly disagreed and (11.1%)
disagreed, which shows the majority of the respondents agreed that Revenue,
receivable, freight and tax accounts configured for each invoice.
Table 3 also indicates that(19.4%) of the respondents strongly agreed that Revenue,
receivable, freight and tax accounts configured for each invoice, (27.8%) agreed,
(16.7%) not sure or undecided, (8.3%) are strongly disagreed and (27.8%) disagreed,
which shows the majority of the respondents agreed that Revenue, receivable, freight
and tax accounts configured for each invoice.
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Table 3 showed that (22.2%) respondents strongly agreed that Level of bad debts in
your organization is very low, (27.8%) agreed, (5.6%) not sure or undecided, (30.6%)
are strongly disagreed and (13.9%) disagreed, which indicates the majority of
respondents strongly disagreed (30.6%) that Level of bad debts in your organization is
very low.
Tab~e 4 ~nventories management
Respondents

Strong’y

Agree

agree

Not

sure Strong~y

or

Disagree

Totall

disagree

undedded
No

%

No %

No

%

No

%

No

%

No

%

22

61.1

11

30.6

1

2.8

1

2.8

1

2.8

36

100

The inspection of 19

52.8

10

27.8

4

11.1

2

5.6

1

2.8

36

100

19.4

19

52.8

7

19.4

1

2.8

2

5.6

36

100

Item
classification

in

the firm is raw
materials,
in
finished

work

process,
goods,

and services

goods

takes

place

before

unloading
Firm’s

7

management
takes appropriate
steps

to

safeguard goods
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respondents (52.2%) strongly agreed that The inspection of goods takes place before
unloading.
Table 4 showed that (l9.4%) respondents strongly agreed that Firm’s management
takes appropriate steps to safeguard goods against the risk of loss, (52.8%) agreed,
(19.4%) not sure or undecided, (2.8%) are strongly disagreed and (5.6%) disagreed,
which indicates the majority of respondents agreed (52.8%) that Firm’s management
takes appropriate steps to safeguard goods against the risk of loss.
Table 4 showed that (11.1%) respondents strongly agreed that The Materials are
released from storerooms only on the basis of requisition which are approved by a
responsible officials of the department, (63.9%) agreed, (19.4%) not sure or
undecided, (0%) are strongly disagreed and (5.6%) disagreed, which indicates the
majority of respondents (63.9%) agreed that Materials are released from storerooms
only on the basis of requisition which are approved by a responsible officials of the
department.
Table 4 showed that (19.4%) respondents strongly agreed that There is a continuous
supply of raw materials/finished products, (36.1%) agreed, (11.1%) not sure or
undecided, (13.9%) are strongly disagreed and (19.4%) disagreed, which indicates the
majority of respondents (36.1%) agreed that There is a continuous supply of raw
materials/finished products.
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Tab~e 5 Manageria~ performance
Respondents

Strong~y

Agree

agree

Not

sure Strong~y

or

Disagree

Tota~

disagree

undecided
No
The

firm’s 14

%

No %

No

%

No

%

No

%

No

%

38.9

16

44.4

1

2.8

5

13.9

0

0

36

100

19.4

17

47.2

6

16.7

1

2.8

5

13.9

36

100

11.1

13

36.1

10

27.8

3

8.3

6

16.7

36

100

16.7

14

38.9

7

19.4

3

8.3

6

16.7

36

100

management
receives a report
of every month’s
operation
Short-term

cash 7

forecast is done
by

the

management
The firm has the 4
ability
attracting

in
new

investors
The

6

organization’s net
profit is adequate
in the context of
industry level
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Table 5 reveals that (38.9%) respondents strongly agreed that The firm’s management
receives a report of every month’s operation, (44.4%) agreed, (2.8%) not sure or
undecided, (l3.9%) are strongly disagreed and (0%) disagreed, which indicates the
majority of respondents (44.4%) agreed that The firm’s management receives a report
of every month’s operation.
Table 5 reveals that (19.4%) respondents strongly agreed that Short-term cash forecast
is done by the management Short-term cash forecast is done by the management,
(47.2%) agreed, (16.7%) not sure or undecided, (2.8%) are strongly disagreed and
(13.9%) disagreed, which indicates the majority of respondents (47.2%) agreed that
Short-term cash forecast is done by the management.
Table 5 reveals that (ll.l%) respondents strongly agreed that The organization’s net
profit is adequate in the context of industry level, (36.1%) agreed, (27.8%) not sure or
undecided, (8.2%) are strongly disagreed and (16.7%) disagreed, which indicates the
majority of respondents (36.l%) agreed that The organization’s net profit is adequate
in the context of industry level.
Table 5 reveals that (16.7%) respondents strongly agreed that The firm has the ability
in attracting new investors, (38.9%) agreed, (l9.4%) not sure or undecided, (8.3%)
are strongly disagreed and (16.7%) disagreed, which indicates the majority of
respondents (38.9%) agreed that The firm has the ability in attracting new investors.
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Tabile 6 ProductMty
Respondents

Strong~y

Agree

agree

Not

sure Strong~y

or

Disagree

Tota~

d~sagree

undedded
j\J~j

output

per 16

unit/person

%

No %

No

%

No

%

No

%

No

%

44.4

13

36.1

5

13.9

1

2.8

1

2.8

36

100

13.9

18

50.0

4

11.1

4

11.1

5

13.9

36

100

19.4

19

52.8

3

8.3

2

5.6

5

13.9

36

100

11.1

15

41.7

4

11.1

6

16.7

7

19.4

36

100

25.0

12

33.3

7

19.4

3

8.3

5

13.9

36

100

is

high
finishing work on 5
ti me
there

is

high 7

quality output on
the firm
there

is

defects

in

less 4
the

firm
minimum
and

costs 9

maximum

output

Table 6 shows that the respondents (44.4%) strongly agreed that output per
unit/person is high, (36.1%) agreed, (l3.9%) not sure or undecided, (2.8%) are
strongly disagreed and (2.8%) disagreed. that shows the majority of the respondents
strongly agreed that output per unit/person is high.
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Table 6 shows that the respondents (19.4%) strongly agreed finishing work on time,
(52.8%) agreed, (8.3%) not sure or undecided, (5.6%) are strongly disagreed and
(13.9%) disagreed. that shows the majority of the respondents agreed that finishing
work on time.
Table 6 shows that the respondents (11.1%) strongly agreed that there is high quality
output on the firm, (41.7%) agreed, (11.1%) not sure or undecided, (16.7%) are
strongly disagreed and (19.4%) disagreed. that shows the majority of the respondents
agreed that there is high quality output on the firm.
Table 6 shows that the respondents (25.0%) strongly agreed that there is less defects
in the firm, (33.3%) agreed, (19.4%) not sure or undecided, (8.3%) are strongly
disagreed and (13.9%) disagreed. that shows the majority of the respondents agreed
that there is less defects in the firm.
Table 6 shows that the respondents (l3.9%) strongly agreed that minimum costs and
maximum output, (50.0%) agreed, (ll.l%) not sure or undecided, (11.1%) are
strongly disagreed and (13.9%) disagreed. that shows the majority of the respondents
agreed minimum costs and maximum output.
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Tab~e 7 Corr&at~on
n

=

100

WCM

MP

WCM Pearson Correlation 1

.472**

Sig. (2-tailed)
N
MP

**~

.000
36

15

Pearson Correlation .472**
Sig. (2-tailed)

.000

N

15

1

36

Correlation is significant at the 0.05 level (2-tailed).

Table 7 revealed that there is a relationship between Working Capital Management and
Managerial Periormance in selected manufacturing firms. The relationship between the
two variables was strong positively correlated. The level of significance was computed
at 0.000 which is below the standard correlation level of 0.05, where it indicates
significant relationship. Pearson correlations reading at .472 is an indicator of strong
and positive relationship. In view of this output, the null hypothesis was rejected
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Tabile 8 Regress~on Ana~ys~s between the Dependent and Independent
Var~a b~es
Variables

Computed

Regressed

F-Value

1.

Working .472

r2

Interpretation

Decision
on Ho

.223

Capital Mgt.
2.

Managerial

Performance

From the above table, it is clear that this model has good correlation as the r is good
(r=.472) and only 9.67% of the variation in Working Capital Management is explained
by Managerial Performance. The model is significant (F=28.058, P=O.000). The
researcher concludes that there is sufficient evidence at the 0.05 level of significance,
that Working Capital Management affects Managerial Performance.
The results suggest that Working Capital Management has an effect on Managerial
Performance in selected manufacturing firms in Mogadishu, Somalia.
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CHAPTER FIVE
FINDINGS, CONLUSIONS AND RECOMMENDATIONS
INTRODUCTION

This chapter discusses the findings, conclusion and recommendation of this study.
Firstly, it will discuss the major findings of each question or objective. Secondly, the
conclusion will be drawn from the findings of the study. Lastly, the researcher will bring
recommendation and further researches will be suggested in the study.
Summary of the Findings
This study was guided by four objectives which consist of these (1) To determine the
demographic characteristics of the population in terms of: age, gender, level of
education, and experience of respondents working in the selected manufacturing firms
(2) To determine the level of working capital management of the selected
manufacturing firms (3) To determine the level of managerial performance of the
selected manufacturing firms (4) To establish if there is a significant relationship
between the levels of working capital management and managerial performance of the
selected manufacturing firms in the study.
The first objective of the study, the descriptive statistic showed frequencies and
percentages, indicating the characteristics of the respondents and also showed the
distribution of the population in the study. The result indicated that men dominated the
selected manufacturing firms.
And also the findings indicated that diverse age among the workers in the selected
manufacturing firms, mostly are youth (20-30) old.
In addition to that, the findings have revealed that majority of the respondents are
university level, while the minority are secondary leavers. This shows that the workers
are high in the educational hierarchy and consequently knowledge shortage and skills.

47

The finds also indicates that, the workers mostly have an experience in 3-5 years of
working in this selected manufacturing firms in Mogadishu.
The second objective was to determine the level of working capital management in the
selected manufacturing firms. Based on the analysis of chapter four,
Cash management
The findings revealed that most of the respondents agreed that cash management of
the selected manufacturing firms that there was enough number of bank accounts
which reveals the possibility of firm’s cash never get loss. The study also found that
majority of the respondents agreed that the firm handles the returned checks.
The finds also showed the majority of the respondents agreed that cash entries are
directly to the general ledger and most of the respondents agreed the selected
manufacturing firms invest the excess cash in marketable securities to draw profit.
Receivabile management.
This finds indicated the majority of respondents strongly agreed (33.3%) that there is a
reception of deposits or prepayments and that the firm sends customer statements to
the concerned customers. The finds also showed (36.l%) agreed that Revenue,
receivable, freight and tax accounts configured for each invoice, while

(33.3.O%)

not

sure or undecided.
The most important point is that, finds indicated the majority of respondents strongly
disagreed (30.6%) that Level of bad debts in your organization is very low which shows
that these firms incurred expense or costs and their loans are excess or extreme.
Inventories management
The study found that (61.1%) respondents strongly agreed and (30.6%) agreed that
Item classification in the firm is raw materials, work in process, finished goods, and
services. Which totally are 9l.7% of respondents were either agreed or strongly agreed
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that Item classification in the firm is raw materials, work in process, finished goods, and
services.
On the other hand the study also found (2.8%) respondents strongly disagreed and
(2.8%) disagreed that Item classification in the firm is raw materials, work in process,

finished goods, and services.
The study also found that the majority of respondents (52.2%) strongly agreed that
The inspection of goods takes place before unloading and minority of respondents (0%)
were not sure or undecided whether The inspection of goods takes place before
unloading or not.
The study also found that (55.5%) of respondents were either agreed or strongly
agreed that There is a continuous supply of raw materials/finished products, while
(33.3) of respondents disagreed or strongly disagreed and (11.1%) not sure or
undecided if There was a continuous supply of raw materials/finished products.
Manageria~ performance.
The study revealed that (38.9%) respondents strongly agreed that The firm’s
management receives a report of every month’s operation, (44.4%) agreed, (2.8%) not
sure or undecided, (13.9%) are strongly disagreed and (0%) disagreed, which indicates
the majority of respondents (44.4%) agreed that The firm’s management receives a
report of every month’s operation. The study also indicated the majority of respondents
(47.2%) agreed that Short-term cash forecast is done by the management.

The finds also indicated the majority of respondents (47.2%) were either agreed or
strongly agreed that The organization’s net profit is adequate in the context of industry
level. On the hand minority (24.9) of respondents were disagreed or strongly disagreed
that the organization’s net profit is adequate in the context of industry level.
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Prod uct~vfty.
The study found the majority of the respondents (80.5%) were either strongly agreed
or agreed that the output per unit/person is high while that of (5.6) of the respondents
were disagreed or strongly disagreed that the output per unit/person is high.
The study also found that (72.2%) respondents were agree or strongly agree that
finishing work on time, while (19.5%) were either disagree or strongly disagree that
finishing work on time. This study further indicated majority of the respondents agreed
that there is less defects in the firm.
The study further indicated that the respondents (13.9%) strongly agreed that
minimum costs and maximum output, (50.0%) agreed, (ll.l%) not sure or undecided,
(11.1%) are strongly disagreed and (13.9%) disagreed. that shows the majority of the
respondents agreed minimum costs and maximum output.
Finally the study found that, there was a relationship between working capital
management and the level of managerial performance for the selected manufacturing
firms, and the resultant correlation computed as 0.472 with a level of significance at
0.000 shows that there is a significant relation between the two variables. Based on
this, the study reveals that the two variables are strongly correlated.
CONCLUSION
The study concludes that;
> The working capital management of the selected firm is fair.
> In terms of cash management, most of the respondents agreed that the firm
used accounting system to keep their cash assets and also deposited their cash
into banks for security purpose
> In receivable management, the study concludes that the firm uses the
appropriate ways and methods to keep their receivable assets by employing
stores and entering and take out of store by supervising and control
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Recommendation
The researcher suggests to the selected manufacturing firms to pay attention to the
crucial policy of internal netting of receivables against outstanding payables, because it
is a crucial factor which if they do not do may cause problem like overwhelming of
outstanding payables over the receivable and winding of the business.
Also another suggestion is to separate responsibilities of receiving, recording, and
storing of goods, if not material assets lost or vandalized.
Another suggestion for the selected manufacturing firms is to capitalize on the policies
they adopt which were rated as satisfactory or very satisfactory.
Last and final suggestion for the selected manufacturing firms is to train their
managerial staff and general workers on the matters of working capital management
and get themselves used to, because the firms’ success and good managerial
performance is vested in it.
Suggested areas for further research
On the basis of the knowledge of the researcher gained during this study, the
researcher would recommend the main topics which are important in the field of
working capital management
o

Working Capital Management in Recession and Maximization of Wealth

o

Financing Long-term Assets and Project Success

o

Working capital management and organizational performance
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APPENDIX A: QUESTIONNAIRE
Dear respondents;
My name is Abd~fatah Ahmed sheikhdon pursuing Bachelor of Arts degree in
Economics at Kampala International University, I am conducting a research on “working
capital management and managerial performance”: A case study of selected
manufacturing firms in Mogadishu Somalia. You have been selected to take part in this
study by faithfully completing the attached questionnaire. Please note that you
responses will be kept confidential.

SECTION 1: ProfHe of respondents
Direction: Kindly tick the appropriate space or provide the date requested where
appropriate.

L Gender

2~ Marital status

Male

Female

Single

Married

3. Age of the respondents
20—30

41

—

I

50

31—40

51 and above

54

4~ Educational level

I

Primary

Secondary

College

University

5~ How long have you been in this organization?

1—2years

6

—

7 years

I

3—Syear

I

8

—

10 years

6~ Are you a client or staff?
Client

Staff
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SECTION 2: CASH MANAGEMENT

Please use the key below to answer the following statements by indicating:
(5) strongly agree, (4) agree, (3) not sure or undecided, (2) disagree and (1)
strongly disagree
Respondents
LYour firm

5
maintains enough

number of bank

accounts
2. Each account is used for funds and are transferred
to the State Treasures Office
3. The firm handles returned checks
4. Cash entries are directly to the General Ledger
5. The firm invests the excess cash in marketable
securities to draw profit
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4

3

2

SECTION 3: RECEIVABLES MANAGEMENT
Pllease use the key bellow to answer the following statements by indicating:
(5) stronglly agree, (4) agree, (3) not sure or undecided, (2) disagree and (1)
stronglly disagree
Respondents

5

1. There is a reception of deposits or prepayments
2. The firm sends customer statements to the
concerned customers
3. Revenue, receivable, freight and tax accounts
configured for each invoice

4. Level of firm’s receivables is high
5. Level of bad debts in your organization is very low
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4

3

2

SECTION 4: INVENTORY MANAGEMENT
Please use the key below to answer the following statements by indicating:
(5) strongly agree, (4) agree, (3) not sure or undecided, (2) disagree and (1)
strongly disagree
Respondents

5

1. Item classification in the firm is raw materials, work in process,
finished goods, and services
2. The inspection of goods takes place before unloading
3. Firm’s management takes appropriate steps to safeguard goods
against the risk of loss
4. Materials are released from storerooms only on the basis of
requisition which are approved by a responsible officials of the
department
5. There is a continuous supply of raw materials/finished products
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4

3

2

SECTION 5: MANAGERIAL PERFORMANCE
Please use the key below to answer the following statements by indicating:
(5) strongly agree, (4) agree, (3) not sure or undecided, (2) disagree and (1)
strongly disagree
Respondents

5

1. The firm’s management receives a report of every month’s
operation

2. Short-term cash forecast is done by the management
3. The firm has the ability in attracting new investors
4. The organization’s net profit is adequate in the context of
industry level
5. The income statement of the organization shows high figure of
gross profit
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4

3

2

1

SECTION 6: PRODUCTIVITY
Please use the key below to answer the following statements by indicating:
(5) strongly agree, (4) agree, (3) not sure or undecided, (2) disagree and (1)
strongly disagree
Respondents

5

1. output per unit/person is high
2. finishing work on time
3. there is high quality output on the firm
4. there is less defects in the firm
5. minimum costs and maximum output
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4

3

2

APPENDIX B: BUDGET

No

Item

Description

Unit

Tota~

cost
1

Secretariat

2

20,000

40,000

allowance

assistants

2

Photocopying

5 copies

2,500

12,500

3

Transportation

A week

5,000

35,000

4

Stationeries

25,000

25,000

5

Communication

Researcher

50,000

50,000

6

Binding

2 copies

2,000

4,000

5 copies

6,000

30,000

(proposal)
7

Binding hard
cover

(

dissertation)
GRAND TOTAL

196,500
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APPENDIX C: TIME FRAME

MONTHS
ACTIVITIES

1

OCT2012

NOV 2010

DEC 2012

WEEKS

WEEKS

WEEKS

2

3

PROPOSAL WRITING
SUBMISSION &
APPROVAL
DATA COLLECTION
ANALYSIS & WRITING UP
SUBMISSION &
APPROVAL
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4

1

2

3

4

1

2

3

4

